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1 Focus

This report on the analysis of marketing instruments is the deliverable (D20) to work-package 3.1. The task
was defined in Annex 1 of the contract as follows:

WP 3.1 Consultation of market actors on the result s of the analysis

To get feedback on the evaluation of the marketing instruments the opinion of market
actors will be asked on the results of the report via short questionnaires / check lists. In
Bulgaria and the UK market actors will additionally be asked about their opinion on the
applicability of the results within their region.

Based on the findings of the analysis on heat pump marketing and market potential D 6 and D 9 ques-
tionnaires have been developed and applied. One questionnaire was used for sample interviews in both
German target areas, Bulgaria and Sweden. In UK an own questionnaire had been developed since re-
sults were needed to be introduced during the Edinburgh event in September 2008. Both questionnaires
can be found in the Annex of this document.

The different tools unfortunately did not allow creating a direct comparison between the UK experiences
and the experiences in the other countries. The following evaluation refers only to Germany, Bulgaria and
Sweden. A presentation of the results from the UK questionnaires is published in the annex of this docu-
ment.

2 Statistical basis

The basis of the evaluation is individual interview of heat pump installers and companies in different countries.
Details are shown in table 1

Country Germany France Bulgaria Sweden UK
Number of ques- 12 (9 from Oster- A. 11 (one 5 none in the
tionnaires in- holz, 3 from RWE was not given format,
stallers Rhine-Ruhr) evaluated in total 22
dueto a
lack of ac-
curacy
Number of ques- 1 A. A. 2 A.
tionnaires manu-
factures

Table 1: Distribution of questionnaires

While the response rate is too low for significant results, individual answers and the comparison of the different
regions as chosen in the project nevertheless provide some meaningful insight. Most answers - both from the
individual regions as well as from aggregated questionnaires support a general understanding that is pre-
sented by long-standing expert and experienced installers from industry. With only three responses from com-
panies, their answers can only be seen as random and will not be further discussed.

3 Evaluation of questionnaires by installers

After consolidating all the answers (n=27) for installers, a joint understanding of the markets potential, the
need for grants and the necessary marketing activities can be considered for some items. Opinion on others -
as to be expected - was too much levelled to allow for meaningful conclusions. These items will be analysed in
direct comparison of the different regions. In order to allow for an easier evaluation, the results were color-
coded. according to the following scheme:



Share of agreement Color

Very low

low

medium

strong

very strong

3.1 Evaluation of aggregated results

All installers interviewed had together installed 312 heat pump units in 2007 and 402 units (+29%) in 2008. No
installer had more than 5 suppliers with most of them having one or two. Focus of activities is local and re-
gional, a few were also active on the national level and even international markets.

With regard to the market potential, the majority of installers expected the best opportunities for the residen-
tial segment in new construction. Reduced expectations were given for the renovation sector in total and the
commercial segment of this sector in particular. This is particularly noteworthy; as this segment is generally up
to four times larger then the segment for new buildings (see figure 1). The renovation segment is also least
developed and as such provides significant growth potential for heat pumps.

Figure 1: Perception of market potential (left two columns: new buildings, right to columns existing buildings)
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In tendency, the questioned installers believed that competing technologies are major obstacles to the devel-
opment of heat pumps. The majority thought gas boilers and other air-source heat pumps as major competi-
tors, pellets boilers and district heating systems being of lower importance (see figure 2).

More important however was the price of the system and - to a lesser extent - its pay back period. Customer
trust, lack of knowledge or space for drillings was not perceived as much of a hindrance.

This perception is similar for the new and the renovation sector (compare figures 2 and 3), with unit-price and
total cost of ownership ranking highest in perceived importance for the renovation segment.



Figure 2: development obstacles for the new buildmnsegment
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Figure 3: market development obstacles for the ren@tion segment
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Recommendation
If policy makers intend to meaningfully support thi s segment, they must pay special attention to the

cost situation of heat pump systems by creating app ropriate institutional and financial support sys-
tems. Figure 4 gives an overview of such support in struments.



Figure 4: Institutional and financial support schenes. Source: EHPA.
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It should be noted, that both institutional and financial support is necessary to meaningfully develop a market.
Examples show, that both types of support is successfully provided by public bodies and by companies
(mostly manufacturers and utilities) alike.

The set of answers supports the common perception that knowledge on heat pump technology has reached
the mainstream of the markets. Consumers trust the technology but are still hesitant to invest do to absolute
and relative price levels of heat pump technology. This finding is in line with the conclusions on subsidies: if
up-front investment cost is still much higher than that for competing technologies, this gap can suc-
cessfully be closed with a well designed support sc heme.

Questions on the grant scheme (see figure 5) revealed clearly, that the majority of installers believes in the
need for grant schemes and perceives an advantage for the market development in areas where such
schemes exists. There seem to be some issues with the applicability of such schemes. They are often seen as
being too complicated, difficult to understand and unclear in focus and requirements.

While quite a few installers in the survey expressed problems with the usability of such schemes, some even
think that they are not useable at all. This contradiction to the initial statement on the need for such schemes
indicates that policymakers should carefully design such programs with their usability in mind. Previous re-
search has shown that successful support programs acknowledge the following parameters.

They are

- transparent (needs to clearly show for which type of technology it is applicable, how long it will be avail-
able (start and end of program), what financial amount is available in total and per item supported,
what requirements need to be fulfilled

- simple in administration: forms must be understandable, efficiency or other requirements should be
simple to fulfil in terms of documentation the performance of applicable products

- available for a prolonged period of time. Past experience shows that a subsidy based on a fixed
budged has disadvantages as it easily leads to stop-and-go movements of the market.

- appropriately funded - the amount of funding per item should neither be to large nor to small and
should make a significant impact on the investment cost ratio and total cost of ownership.



Figure 5: perception of grant schemes

When asked for their own marketing activities, most installers considered additional marketing necessary and
were using different tools to promote their product. The importance given to each measure is shown in Figure
6. Good work leading to customer recommendations was considered the single most important marketing
activity while direct mailings and active participation at fairs did get only limited attention.

Figure 6: Marketing activities

Lastly with regard to appropriate activities to future market development, installers asked showed a strong
preference towards better education of their employees, with similar support for the training activity itself and
for the certification according to a quality scheme. The use of certified products was understood as being simi-
larly helpful.

3.2 Individual perception per region

It is noteworthy, that most of the installers asked were very different in general experience. Those in the region
of Osterholz had little to no experience. None of them had installed more than 10 heat pumps in 2007 or 2008.
In comparison, installers from the RWE region were very experienced. This holds also true for installers from
Sweden. While they are working in a mature market, a comparison with their colleagues from Bulgaria is con-
sidered fruitful, as the latter are confronted with the problems of a market in its early stages.



3.2.1 Comparison Bulgaria - Sweden

Figure 7: Perception of market obstacles in Swedgmew buildings)

Figure 8: Perception of market obstacles in Bulgag (new buildings)

For the Swedish market, competition to other technologies is the most inhibiting factor to market growth. Is-
sues with customers that do not know/understand the technology - as they are seen in Bulgaria - can nearly
be neglected in Sweden.

Interestingly, the perception between the new building and the renovation segment show the same tendency.
As to be expected, gas burners are seen as a stronger competition in Bulgaria, but the concerns on price and



operating costs remains, as well as the issue with uninformed customers. In Sweden, gas condensing burners
are no possible competition, as gas is not widely available.

Figure 9: Perception of market obstacles in Swede@xisting buildings)

Figure 10: Perception of market obstacles in Bulgaa (existing buildings)

It can be concluded, that information dissemination , training and certification should be one of the
top-priorities for market development. It should no t only be focussed on the new building market, but
also take into consideration the special knowledge needed to fit heat pump systems to existing build-
ings and to sell such solutions to the final consum er.



Figure 11: Perception of market potential in Swederfleft columns: new buildings, right two columns: &isting
buildings)

Figure 12: Perception of market potential in Bulgara (left two columns: new buildings, right two colunns: exist-
ing buildings)

Figure 11 shows that even in the Swedish market, with its high level of saturation, the segment of new resi-
dential buildings is still seen as most promising. In Bulgaria, there is an equal tendency. Contrary to Sweden,
there is no strong perception of the potential of the renovation sector. The potential for new buildings is seen
only slightly superior to renovation. Other results from ProHeatpump can help to explain this: the low energy
prices, low GDP and relatively high investment cost for heat pumps limit their potential for all segments con-
siderably.
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Concerning the perception of grant schemes, the Swedish installers did not answer this question, as there is
currently no subsidy scheme in Sweden. The Bulgarian installers stressed the importance of grant schemes
for market development and their own sales volumes but they also recognized the issue of complicated and in
transparent bureaucratic measures on hindering market success. As such the need for simple, transparent
and adequate sales schemes can only be reiterated.

Figure 13: Perception of market potential in Bulgara (left two columns: new buildings, right two colunns: exist-
ing buildings)

Figure 14: Preferred marketing measures in Sweden
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Figure 15: Preferred marketing measures Bulgaria

Installers on the Swedish market actively promote heat pumps - with a focus on web-presence augmented by
word of mouth and recommendations by utilities. It might be expected that installers in a developing market
would follow the same logic. However Bulgarian installers stress the need for promotion less prominently.
Against common expectation, Bulgarian installers agree to the statement that there is no strong necessity for
marketing heat pumps. Still the general perception is similar to that of Swedish installers and it can be as-
sessed that the Bulgarian installers work on a more personal level towards establishing this market
(stands/presentation at exhibitions, direct contact).

With regard to additional measures to increase future sales, Swedish installers strongly support membership
in heat pump associations, training and certification of installers and quality standards for products. The need
to invest in additional training is less pronounced and allows the interpretation that there is a discrepancy be-
tween the training status of staff and the number of certificates awarded in the Swedish market.

Figure 16: Perception of subsidy schemes in Sweden
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Figure 17: Perception of subsidy schemes in Bulgari

Support for any of these measures is less prominent in Bulgaria. None of the installers interviewed beliefs
strongly or very strongly in their need, the strongest support is expressed for the need for further training.
Overall, the installers show only limited agreement to the usefulness of this questionnaire for their market.

In the attempt to transfer lessons learned from Swe  den to Bulgaria, the following requirements for
quick future market development can be derived.

- Unit price and total cost of ownership for heat pum p systems should be subsidized
- perception of heat pumps with all actors and with ¢ ustomers in particular is necessary
- institutional and financial support is necessary to achieve these goals

- in case financial support is granted, it must be pl anned in an efficient and non bureaucratic
manner.

- Preconditions for an training and certification sys tem for heat pumps (and other small RES in-
stallers) should be taken.

- Installers should be influenced/convinced of the ne ed for more of additional and much stronger
promotion of heat pumps.

3.2.2 Comparison Germany: Osterholz vs. Rhein-Ruhr

While all installers interviewed belief in the potial of the market segment of new buildings, they
also recognize the segment of existing buildings wiclear focus on residential units. None of the
interviewees has indicated strong or very strorgbia the potential the commercial building reno-
vation sector.

Figure 18: Estimated market potential in Osterholz
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Figure 19: Estimated market potential in RWE RheinRuhr

Both regions in Germany show similar concerns, independent of the market segment (new vs. renovation)
covered. Yet the level of support to the individual items is not the same. Two differences are rather obvious:

air-water heat pumps are seen as strong competition only in RWE Rhein-Ruhr, which is the region with
the much more developed heat pump market.

consideration of competing technologies was not "very strong" in the Rhein-Ruhr area. This may indi-
cate that in established markets other factors influencing the market potential gain weight.

While in Osterholz the market for heat pumps is not very developed (interviewed installers have very lit-
tle experience with real installations: 24 vs. 139 installed HP in 2008 in the Rhein-Ruhr area), there is
little concern on potentially uninformed customers. This is contradictory to common market logic. One
explanation for this would be the development status in whole Germany which as a spill-over effect
leads to a good understanding of heat pump technology in the general population.
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Figure 20: Obstacles to market success in Osterholmew buildings)

Figure 21: Obstacles to market success in RWE RheRuhr (new buildings)
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Figure 22: Obstacles to market success in Oste(bgigting buildings)

Figure 23: Obstacles to market success in RWE RheRuhr (existing buildings) /

The importance of grants is considered very strong in RWE Rhein-Ruhr, while it is more differentiated in Os-
terholz. All installers share the perception of a positive impact of grants. Issues with complicated grant
schemes are limited.
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Figure 24: Perception of subsidy schemes in Osterlzo

Figure 25: Perception of subsidy schemes in RWE RmeRuhr

Installers from RWE Rhein-Ruhr promote heat pumps and are convinced that this is necessary activity. While
they find a mix of different measures useful, they really on rather passive marketing activities. Web-presence,
adverts and word-of-mouth/recommendation by utilities is seen as important, activities at exhibitions and direct
relationship building to a lesser extent. Targeted mailings are not seen favourable by installers from both re-
gions.

Installers from Osterholz take a more active approach when stating the potential of stands at exhibitions and
the direct approach to house builders and services companies.
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Figure 26: Preferred marketing measures in Osterha

Figure 27: Preferred marketing measures in RWE Rhei-Ruhr

When comparing this to Bulgaria, it seems that convincing decision makers and investors of the benefits of
heat pumps needs personal presence. Once this is achieved, a switch to more indirect marketing measures is
possible. It is interesting, that in Osterholz only 35% of those asked believe strongly or very strongly that pro-
motion of GSHP is necessary. It could have been expected that this share is higher in undeveloped markets
and lower in developed ones. However a comparison with Sweden and Bulgaria does not support this notion.
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Figure 28: Preferred marketing measures in Osterhol

Figure 29: Preferred marketing measures in RWE Rhei-Ruhr

The future of heat pump success can be influenced evenly by membership in heat pump association, by in-
staller certification (ie. EUCERT or similar), by additional training and by a quality label. Osterholz as the de-
veloping region see less importance of being a member in a national association and more need for training
and high quality products. EUCERT is supported by more than 50% of the interviewed installers.
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6 Annex 3: Questionnaire UK
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7 Annex 3: Evaluation UK
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