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Executive Summary
China’s environmental crisis is reaching a tipping point: The government is
determined to combat the heavy pollution in the country’s air, water and soil.
Stricter regulations and increased enforcement will force companies to comply. The Water Ten Plan
2015 (China’s most comprehensive water policy to date) is estimated to boost the industry by $300bn
between 2015-2020. This translates into more opportunities for companies active in the industrial
water industry.

Capital expenditure by industrial companies on water and wastewater treatment is
estimated to grow by 25% (2015-2020) and reach $6.8bn by 2020.
The Chinese market is highly fragmented with an increasing amount of new market entrants
interested in taking a share of the growing market. Domestic players are also stepping up their game,
driving foreign companies out of more mature market segments.

China is looking for advanced technologies from foreign companies.
There is strong demand for foreign advanced technologies with a focus on desalination, diﬃcult-totreat wastewater, water re-use and water recycling. However, entering the market with no local team
or partner is highly challenging, which is why cooperating with local partners is key to a successful
expansion into China’s industrial water market.

China’s Water Crisis

Learn more about the issues and needs

China’s Water Crisis

Water scarcity, uneven distribution and heavy pollution

China’s
water
issues

Learn more about
China’s struggle with
water scarcity, uneven
water distribution and
heavy pollution.

The
industry
amidst the
water crisis

WaterEnergyFood
Nexus

Public
unrest

War on
pollution

After three decades of
unhindered growth,
the industry is one of
the worst polluters
and contributors to
the crisis.

The interrelation
between water,
energy and food
underlines the
urgency to solve
current issues.

As the public becomes
more aware of the
situation, concerns
become louder and
the pressure on the
government grows.

The government has
declared war on
pollution creating
market opportunities
in industrial water and
wastewater treatment.
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China’s Water Crisis

Water scarcity, uneven distribution and heavy pollution
China’s Water Supply in

82%
Major River
Basins

2010 and

18%
Groundwater

2020

16-24%
Desalination
26-37%
In water scarce
regions

pollution

pollution
Agriculture

Industrial

Municipal

58%

29%

13%

51%

32%

16%

Water demand in

2015 and

will exceed supply by 25% (2030)

2030
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China’s Water Crisis

Water scarcity, uneven distribution and heavy pollution
Only 7% of world’s water resources

Water scarcity and geographical mismatch

Home to 21% of the world’s population, China ranks
122/175 countries on water per capita.

11 out of 31 provinces in China fall below the World Bank water
poverty mark (“Dry 11”), of which six (“Deﬁcit 6”) have less annual

Water demand increasing

renewable water supply per capita than demand per capita.

Water demand will exceed supply by 25% in 2030.

All of the “Deﬁcit six” are located in the North of China:

Water scarce North of China

North-South comparison

North

South

Water resources in the North are limited to 23% of
total water resources in China, but the North also has
64% of the country’s arable land and 40% of industrial
output.

Water sources heavily polluted

64%
41%

40%

40%

41%

Industrial
Output

Population

GDP

23%
Total Water
Resource

Total Water Use

Arable Land

The existing water resources are heavily polluted by
agricultural, industrial and domestic users.
Source: China Water Risk
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China’s Water Source Pollution

While the overall quality of the main river basins remained stable, the groundwater quality is deteriorating

16%

8%

9%

11%

20%
26%

Excellent

Grade I-III

32%

Good
Satisfactory

45%
2%

71%

Bad

Grade I-III
60%

Grade IV-V

Grade V+

Grade V+

Very Bad

Grade IV-V

Groundwater

Main River Basins

The groundwater quality is deteriorating further:

The overall quality of the main river basins in

In general, the water quality improved in the last

‘bad’ and ‘very bad’ categories rose to 61.5%

China remained stable through 2013 and 2014.

four years.

2014 Overall Quality

2014 Overall Quality

Key Lakes and Reservoirs
2014 Overall Quality

from 59.6% in 2013.

Chinese Water
Quality Grades
Source (all): China Water Risk

Fit for human contact
I-II
Drinking water quality
III
Class two water source protection area for
centralised drinking water

Unﬁt for human contact
IV
For industrial and agricultural use
V+
Essentially useless
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China’s Water Source Pollution

While the overall quality of the main river basins remained stable, the groundwater quality is deteriorating
“Very bad” to improve by 1%
16%

Grade I-III to decrease by 1%
8%

9%

11%

Water Quality by 2020?

20%
26%

Excellent

Grade I-III

Good
Satisfactory

71%

Grade IV-V

32%

Grade I-III
Grade IV-V
Water Ten Plan:
60%

Groundwater

Main River Basins

main objective to stabilise
Grade V+
(and maintain) water
quality
Key Lakes
and Reservoirs

The groundwater quality is deteriorating further:

The overall quality of the main river basins in

In general, the water quality improved in the last

‘bad’ and ‘very bad’ categories rose to 61.5%

China remained stable through 2013 and 2014.

four years.

45%
2%

Bad

Grade V+

Very Bad

2014 Overall Quality

2014 Overall Quality

2014 Overall Quality

from 59.6% in 2013.

Chinese Water
Quality Grades
Source (all): China Water Risk

Fit for human contact
I-II
Drinking water quality
III
Class two water source protection area for
centralised drinking water

Unﬁt for human contact
IV
For industrial and agricultural use
V+
Essentially useless

China’s Water Crisis | Industrial Water and Wastewater Market | Opportunities and Challenges | Market Entry, Compliance & IPR | Sales Best Practices | Who We Are | Resources

9

Industrial Water Usage

Industrial water usage to increase the fastest
Water Demand by sector (billion m3)

Industrial water demand to increase

900

By more than 36% between 2015-2030, to make up

800

32% of the total water usage in 2030.

700
600
500
400

88

77

194

145

133

72%

265

83%

300

Agriculture will remain the largest user

200

369

385

420

2010

2015

2030

14%

Municipal

Industrial

Agricultural

100

Demand estimated to increase by 9% between

0

2015-2030.

2030 Forecasted Industry Demand for Water
Thermal Power

Solutions for water supply, especially water reuse
and recycling for industrial water users are in heavy
demand.

18%
Sources: China Water Risk

Solutions needed

Metals & Mining
30%

Chemicals
F&B
Pulp & paper

15%

Textiles
10%

10%
7%

7%

3%

Manufacturing
Others
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Industrial Wastewater

The main cause for heavy-metal contamination
Main source for heavy metal contamination

Industrial wastewater underreported

Industrial wastewater is the main source for heavy

Although statistics show that domestic wastewater discharge has

metal contamination, deteriorating China’s drinking
water quality, soil and food safety.

outpaced the growth of industrial wastewater discharge and that
industrial wastewater has been falling since 2008, China Water Risk
suspects that industrial wastewater discharge is in fact
underreported.

Majority of industrial wastewater untreated
Experts assume only 30% of industrial wastewater to

MEP and NSBC: Domestic and Industrial
Wastewater Discharge

More than 450 “cancer villages”
Cancer villages, where cancer mortality rates are at
least twice as high as the national average, have been
conﬁrmed to be linked to industrial pollution in air,
water and soil.

Wastewater Discharge (bn tn)

be treated, as opposed to the oﬃcial 70%.

50
45
40
35
30
25
20
15
10
5
0

Industrial wastewater discharge
suspected to be underreported

Domestic
Wastewater
(bn tn)
Industrial
Wastewater
(bn tn)

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Source: China Water Risk
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Water-Energy-Food Nexus

Why the Chinese government can’t look away anymore
China’s unprecedented economic growth over the past three decades has relied on three inextricably linked resources:
water, energy, and food.
Water used to produce energy

Energy used to produce clean water

Water needed for food production

Largest
user of
water
Withdrawal

12,3%*
61.4 bn m3

Consumption

4,1%*

10.8 bn m3

*percentage of national average

Discharge

8,3%*

58%

29%

13%
20%

5.0 bn m3

of arable land polluted with excessive levels
of heavy metals

More eﬀective management is needed between these resources. There are promising opportunities for
technologies such as energy from wastewater and residual heat recovery.
China’s Water Crisis | Industrial Water and Wastewater Market | Opportunities and Challenges | Market Entry, Compliance & IPR | Sales Best Practices | Who We Are | Resources
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Public Unrest

Environmental issues are now the number one cause of public protests in China

+

Environmental crisis

More educated, informed
and aware public

=

Causes of mass disturbances (>10,000
people) in China
99% of urban
consumers

Environmental Pollution
10%

Pushing public and private
sectors to take action

“It is important for China to take urgent
action to address and solve water issues
today.”

Petition

10%

10%

50%
Land acquisition and urban
demolition

10%
10%

Conﬂict between authorities
and people
Others

Source: Beijing News, Report on the Development of China’s Rule of Law
(2014), Goldman Sachs Global Investment Research (2015)

Source: Xylem’s China Survey (2014)

Labour dispute

59% of urban
consumers

“The extent of surface and groundwater
pollution from industrial discharge is the
most serious water issue in China.”

64% of industry
experts

China’s Water Crisis | Industrial Water and Wastewater Market | Opportunities and Challenges | Market Entry, Compliance & IPR | Sales Best Practices | Who We Are | Resources

13

Regulations and Increased Enforcement

The war on pollution and anti-corruption campaign are driving the environmental protection industry
Developing market mechanisms: trading water and wastewater
discharge permits
“Guidance on Water Resources Reform” (January 23, 2014)
“Interim Measures On Managing Pollution Discharge Permits” (January 1, 2015)

Government heavily enforcing new laws, pushing companies to
upgrade (or install) equipment
New “Environmental Protection Law” (January 1, 2015) – criminal charges,
unlimited ﬁnes, shutdown and mandatory reporting for environmental oﬃcials

Water Ten Plan (April 2015)

The government’s clear-cut approach: Carrots will be handed out to
environmentally friendly companies while sticks are given to
polluters.
China’s Water Crisis | Industrial Water and Wastewater Market | Opportunities and Challenges | Market Entry, Compliance & IPR | Sales Best Practices | Who We Are | Resources
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New policies to boost industry by $300bn
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More on the “Water Ten Plan”

China is serious about its war on water contamination (2015)
To fully improve China’s water quality by 2050:
10 general measures – 38 sub-measures – 238 speciﬁc actions

Source: China Water Risk

with deadlines and responsible government departments deﬁned

Main aims by 2020

Economic implications
Boost GDP by $900bn

Small factories in 10 industries must comply
or will face shutdown by 2016E

Over 93% of urban drinking water sources
to reach Grade III or above

Boost Environmental protection industry by
$300BN

Groundwater falling under “very bad”
category to decrease to 15%

(MEP estimation)

10 major polluting industries targeted for
technological upgrades, emission
reductions and must achieve clean
production

Over 70% of water in 7 key rivers to reach
Grade III or above

Eﬀects on industry
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The Industrial Water Treatment Market
Familiarise yourself with the characteristics

Market Drivers
A recap of the imminent environmental issues and top-down regulatory forces driving the market

+

=

Urgency of environmental issues
and growing public discord

New governmental policies and
increased enforcement

China’s environmental issues can no
longer be ignored

“Water Ten” action plan – tighter
wastewater discharge standards

Environmental issues are number one
cause for public protests

New Environmental Protection Law –
increased monitoring and enforcement

Growing water and waste-water
treatment market
No longer aﬀordable to pollute:
Industrials need to comply or shut down.

*Exchange rate used in this report: $1 = ¥6.12

China’s Water Crisis | Industrial Water and Wastewater Market | Opportunities and Challenges | Market Entry, Compliance & IPR | Sales Best Practices | Who We Are | Resources

17

The Chinese Water Sector

An overview of promising segments for foreign companies

Water Supply

Water Use

Wastewater

Water Quality Monitoring
Water Extraction

Surface water

Groundwater

Agricultural
Irrigation
Desalination

Industrial
Process Water
Water Transportation

Water Distribution

Industrial

Agricultural

Municipal

Wastewater Treatment

Sludge Treatment
Municipal
Drinking Water

Water Re-use and Recycling

Also check out our report on the Residential Water Market in China.
China’s Water Crisis | Industrial Water and Wastewater Market | Opportunities and Challenges | Market Entry, Compliance & IPR | Sales Best Practices | Who We Are | Resources
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Market Overview
Predicted investments in the next ﬁve years (2016-2020)

Investments in the environmental protection industry

The Chinese government is serious about combating
the country’s severe water pollution and has speciﬁcally
shifted its focus towards industrial polluters.

TOTAL

As a result of the Water Ten Plan, the Ministry of

$300bn

Environmental Protection (MEP) has estimated:
EQUIPMENT
+ SERVICES

GDP boost by $900bn

$220bn

Environmental protection industry: $300bn
INDUSTRY
CAPEX

$6.8bn

Direct investment in equipment and services: $220bn
*Exchange rate used in this report: $1 = ¥6.12
Source: MEP, Global Water Intelligence: “China Industrial Water Markets” (2015)
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Market Overview
A short overview of market sizes in the industrial water and wastewater market

Capital expenditure on industrial water and wastewater

Capex on industrial water/ wastewater treatment
in China (2013-2020)

treatment will increase by nearly 25% from 2015-2020 to

Expected to grow by 20.1% (2015-2020)
Will remain the larger segment at around $3.8bn.

Wastewater treatment market
Expected to grow by 31.5% (2015-2020)
Worth $3.0bn in 2020.

Chemical solutions vs. Mechanical equipment
Chemical solutions are expected to remain the larger segment,
but equipment will be experiencing faster growth.

$ billion

Water (supply) segment

Source: Global Water Intelligence: “China Industrial Water Markets” (2015)

reach $6.8bn in 2020.

4.5
4
3.5
3
2.5
2
1.5
1
0.5
0

Water
Wastewater

2013

2014

2015

2016

2017

2018

2019

2020

Water/ wastewater expenditure 2020

Wastewater
46%

Water
54%
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Market Competition

A short overview of the competitive landscape

The Chinese water market in general is highly fragmented.

Top 120 companies
Chinese industrial water market

Maturing market

1.67%

Thousands of Chinese water companies are already active in the

5.83%

market, mostly in the traditional wastewater treatment market.

Revenue
$million/year

7.50%

Growing number of market players

> 200

Governmental policies provide a large scale of opportunities to

100-200

attract the attention of a wider circle of players.

Chinese players looking for technology and investment
Chinese companies look to set up a joint-venture or oﬀer foreign

50-100

54.17%
30.83%

10-50

companies to absorb an equity injection to earn exclusive rights to
the foreign technology. They focus on international advanced

< 10

technology providers to develop speciﬁc products to solve
wastewater treatment challenges at a reasonable cost. Investment
in future Build-Operate-Transfer projects and development is also
desired.

Source: Global Water Intelligence: “China Industrial Water Markets” (2015)
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Market Competition
A snapshot of two market segments

Snapshot: the Membrane Market

Snapshot: the Desalination Market

“The competition in the membrane market is very tough, unless you
have a breakthrough in technology. We just bought a system for our
own project. I was shocked about the price: The price reduced to 1/3 to
the price three years ago.”

Plants currently built for industrial
purposes.

Zhang Shaoxian
Vision and Action

MF

UF

More fragmented market
Large involvement of smaller
Chinese companies
Competition on lower prices
Source: GCiS China Strategic Research

NF

RO

High
Tech

After 2012 – 70-80% of market share
held by international suppliers as kit
suppliers of desalination membranes,
component specialists and
engineering consulting companies

MED
10%

Hybrid
12%

RO
78%

Revenue of the Desalination Plant Market

Higher market concentration
Dominated by few large, foreign
companies (GE or Siemens)
Competition on quality (mostly
high-quality imports)

Source: Frost and Sullivan

Low
Tech

% of revenues by
desalination technology
(2012)

$ Million

417.60

442.50

473.50

2010

2011

2012

506.65

542.11

580.06

2013

2014

2015

620.66

2020

*2010-2012 Frost & Sullivan Market Data | 2013-2020 LF88 Calculations 7% CAGR
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Foreign vs. Domestic

Competition from domestic companies is growing stronger
Foreign Oﬀerings

Domestic Oﬀerings

•

Foreign companies compete in the high end of the
market

• Chinese technology maturing, generic equipment can
usually be used with little set-backs for customers

•

High-proﬁle industrial companies and governments
consider foreign equipment for more diﬃcult or highproﬁle projects

• Chinese equipment much more aﬀordable than foreign
equipment

Foreign products are known for higher precision and
eﬃciency

•

Foreign companies are considered more trust-worthy to
manage complex and long-term projects

•

Foreign companies can provide solutions currently
unknown to their Chinese counterparts

“End-customers and engineering companies will also
consider foreign equipment for branding purposes.”
Jin Yabiao

Baosteel Engineering Group

Source: GCiS China Strategic Research

•

• Domestic companies lack advanced know-how and
technology, e.g. for challenging wastewater (industryspeciﬁc), re-use and recycling.

Membranes Revenue Split: Foreign vs.
Domestic
70%
60%

Foreign

50%
40%
30%
20%

Domestic
63%

60%
37%

40%

10%
0%

2010

2012
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Opportunities And Challenges
See where you ﬁt in

Overview

A foreign investment outlook for the entire water sector

OFFICIALLY

IN PRACTICE

Tax breaks and subsidies

Opening market for
foreign investors

Challenges

Opportunities

Foreign investment
encouraged in the
Environmental protection ﬁeld

China’s National Development
and Reform Commission
(NDRC): Opening of water
markets for foreign investors

China expected to limit foreign
involvement

Focus on industrial market,
areas with strong demand for
niche and advanced
technologies

“Catalogue for the Guidance of
Foreign Investment
Industries” (10 March 2015)

China oﬀering public-private
partnerships

Favouring Chinese private
investors, water operators and
equipment manufacturers for
local government projects

More opportunities for
solution providers
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Promising Industries
The industries to look out for
“At present, the industries with diﬃcult-to-treat wastewater have

Snapshot: Reﬁning and petrochemicals, reaching almost

the most demand for solutions, such as the coking, fertiliser,

RMB 9 billion in 2020

pesticide and pharmaceutical industries...”

Although water treatment will continue as the larger segment for
the reﬁning and petrochemicals industry (RMB 4.76 billion in 2020),

Zhou Guangming

the wastewater segment, driven by tightened pollution control, is

Zhejiang Environmental Protection Industry Association

expected to grow faster (13.7 per cent a year) than the water

Reﬁning & petrochemicals
20%

Food & Beverage
Micoelectronics

34%

Coal-to-chemicals
Power generation
16%

3%
3%
3%

Pharmaceuticals
Pulp & paper
Mining & metals processing

6%
3%

6%

6%

Upstream oil & gas
Other

Chinese reﬁning and petrochemicals water/

Source: Global Water Intelligence: “China Industrial Water
Markets” (2015)
$ billion

Source: Global Water Intelligence: “China Industrial Water
Markets” (2015)

Capex on water/ wastewater by industry 2020

treatment segment.

wastewater capex (2013-2020)
1,600
1,400
High-recovery
wastewater treatment

1,200
1,000

Wastewater
treatment systems

800
600

Ultrapure water
systems

400
200

Pre-treatment
systems

0
2013

2014

2015

2016

2017

2018

2019

2020
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Regional Demand

Don’t think of China as just one country

In general, environmental protection follows industrial and

“The West of China is at least 10 to 15 years

economic development. For China this means that the

behind the East in economic development and

majority of market opportunities will centre around the

will also be 10 to 15 years behind in

more developed East.

environmental protection.”
Zhou Guangming
Zhejiang Environmental Protection Industry Association

Beijing-TianjinHebei Area

Key areas to focus on
3 regions are particularly interesting:
These are the ﬁrst to set up online auto-monitoring

Yangtze River Delta
Strong demand
Growing demand
Little demand

systems for all major wastewater pollutants to
increase control and enforcement on industrial
companies.

Pearl River Delta
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Promising Segments

Overview of the diﬀerent segments within the industrial water market
Involvement can be as designers, builders, operators, but mostly as technology-solution providers

Desalination

Process water

Wastewater

Monitoring

Main driver: water scarcity and
increasing water demand

Relatively mature and
conservative market

Most demand for foreign
advanced technologies

Strong demand, but also
growing competition

Government plans to quadruple
capacity from 2015-2020

Most industrials prefer to use
their current and tried-andtested methods (e.g. UF, MF, EDI
and IX) as this directly aﬀects
their production

Trend moving towards water reuse and recycling and energy
conversion

Foreign equipment
manufacturers must compete
on high-end of market

(incl. Sludge treatment
Water Eﬃciency, Re-use, Recycling)
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Desalination

By 2020: 3 million m3 from Desalination – this is 4x the capacity of 2015
Given China’s water scarcity issues (especially in the North), the
desalination market is going to provide abundant opportunities.

Quickly expanding
Rapidly increasing demand for foreign know-how and technologies.

Restrictions on foreign imported equipment
State Council provisions: 70% of equipment to be produced in the country,
whereas 30% is open to foreign imports.

Therefore… go local
Foreign companies should consider incorporating a Chinese entity,
establishing a JV with a local partner, or entering into a licensing

“There is
strong
demand for
membrane
technology
applied to
desalination.”
Zhou Guangming

Zhejiang Environmental
Protection Industry
Association

agreement.
China’s Water Crisis | Industrial Water and Wastewater Market | Opportunities and Challenges | Market Entry, Compliance & IPR | Sales Best Practices | Who We Are | Resources
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Process Water

Worth $3.8 billion by 2020 – 54% of capital expenditure in 2020
While process water will remain the larger segment in terms of capital
expenditure, opportunities may be more limited than for the wastewater
segment.
Remains important segment

“…
I went to a power plant
[…]. The question they
asked me: ‘Can you

For maintaining and expanding industrial production, industrial companies are more

provide a number of

likely to spend more on this segment as this directly impacts their manufacturing

references in China?’

process.

Already mature and conservative market
Industrials hesitant to try new solutions, unless they can oﬀer a distinct advantage in
eﬃciency or cost-reductions.

Diﬀerentiation and references

Who is the ﬁrst person to
take the risk to try
something new? Their
revenue is half a billion
Euro a year, they will not
risk it.”

The solution needs to diﬀerentiate itself remarkably from other options. Pilot projects
or project references are required to convince customers. Opportunities for foreign
companies exist for ultrapure water solutions in the pharmaceutical and microelectronic industries.

Zhang Shaoxian
Vision and Action

China’s Water Crisis | Industrial Water and Wastewater Market | Opportunities and Challenges | Market Entry, Compliance & IPR | Sales Best Practices | Who We Are | Resources

30

Wastewater Treatment
Worth $3 billion by 2020 – 5.7% growth per year
The wastewater treatment market will provide ample market opportunities
due to higher discharge standards. Foreign companies are needed to provide
solutions for advanced technologies.
Growing market and strong demand
for advanced technology. The trend is moving towards creating a
circular economy.

“Most of the demand
for technical know-how
is not on the
membrane itself, but
on the control,
electronic and sensory
parts; and also on the
integration, e.g.

Merely selling equipment is diﬃcult
Speciﬁc solutions are needed for especially challenging
wastewater from industrial polluters.

anaerobic treatment
and aerobic treatment.
We provide value
through a solution.”

Focus on speciﬁc industrial needs
Understand the manufacturing process of industrial companies in China and evaluate
their needs. Match your solutions speciﬁcally to the identiﬁed needs.

Zhang Shaoxian
Vision and Action
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Water Quality Monitoring
Worth $1.7 billion in 2015 for pollution source and surface water quality monitoring
The country’s monitoring needs are driving demand for equipment for local
governments, industrials and third-party monitoring agencies alike.
Growing demand
The environmental monitoring industry has been growing at a CAGR of 25% from 2006 to 2013. New regulations and
increased enforcement (new EPL) stipulating mandatory monitoring equipment for key-polluting industries will
further drive the demand for water quality monitoring equipment.

Strong competition
Growing competition from local manufacturers in the low-to-medium segment of the market drive foreign companies
to shift attention to high-end market segments.

Focus on niche segments and high-quality service
Most opportunities for foreign SMEs lie in niche markets, e.g. monitoring of nano-particles for the pharmaceuticals
and microelectronics industries or equipment that can monitor large areas more eﬃciently. End-users look for easeof-use, online data reporting and collection, and high-precision calibration. Foreign companies with international
certiﬁcation are preferred by larger companies that need to comply with international certiﬁcation requirements.
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Solutions

Why it’s all about the solution

Because of the presence of well-established foreign MNCs and the growing
competition from Chinese equipment manufacturers, it has become more
challenging for foreign SMEs to enter the equipment market.
Selling “oﬀ-the-shelf” equipment is diﬃcult
Given the competitive landscape, new product oﬀerings will need to diﬀerentiate
themselves through an added-value, such as a strong cost advantage or superior
technology.

China is mostly looking for advanced integrated solutions

“Do not focus on
[opportunities for] single
equipment, but on the
integration with other
equipment, on the
coordination and control
technology, on the whole
product oﬀering. At the
same time, the equipment
should be oﬀered with
pre-consultation as well

What China currently lacks is know-how on comprehensive solutions for more

as after-service.”

advanced and challenging applications, e.g. zero-liquid-discharge solutions for the coalto-chemicals industry. It’s important to note that foreign companies must be able to
adapt their solutions to China-speciﬁc needs, e.g. the type of pollution to be dealt with.

Jin Yabiao
Baosteel Engineering
Group
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Solutions

What is China looking for

The trend is for Chinese companies to

New investment trends in the wastewater market

invest in technologies and solutions that
can provide a direct return on investment.
Process water vs. Wastewater
Process water remains the largest segment, partly because

Zero-liquid

industrials are more willing to invest in technology and equipment

Wastewater re-use

discharge

that directly aﬀects their manufacturing process. Wastewater
treatment on the other hand, is still seen by many as a purchase
to comply with laws and regulations.

Wastewater treatment as investment opportunity

Treatment of
challenging
wastewater

Chinese companies are much more willing to invest in
technologies with a return on investment, which is why the

Wastewater to

Residual heat

attention has shifted towards water re-use and recycling

resources (e.g.

recovery

solutions.

Biogas)
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Market Entry, Compliance & IPR
Entering the market prepared

Selecting Your Mode of Entry
Find out which one ﬁts you best

You entry strategy is
heavily dependent on
your product oﬀering,
IPR requirements and
budget. The most
common methods
are to establish a
WFOE or enter into a
licensing agreement.

IPR risk
Costs

01. Distributor/
engineering company

02. Partnership

03. Joint-venture

04. Wholly-foreign owned
enterprise

Distributors are most
commonly used for oﬀ-theshelf products e.g. generic
membranes. Engineering
companies often act as
distributors for
technologically advanced
products and have the
proper technical know-how
to support and represent you
in China.

Partnerships can take many
forms, e.g. licensing
agreements are a popular
option, however these
similarly expose you to IPR
risks. A sales support
platform such as
Launch Factory 88 can help
you eﬀectively manage your
stakeholders in China,
provide back-oﬃce support
and strategic advice.

While entering a joint venture
can provide you with valuable
market knowledge and
network, be aware of the
risks associated with joint
ventures in China. The
majority of joint ventures in
China fail because of
communication problems
and mismatching goals.

Establishing a WFOE in China
gives you full control over your
company’s direction and
brand, but requires a
signiﬁcant up-front investment
and usually involves a long
incubation period.
Launch Factory 88’s platform
oﬀers the opportunity to
initiate sales, while you are in
the process of incorporating a
WFOE.

Medium

Medium

High

Low-Medium

Low-Medium

Low-Medium

Medium-High

High
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Selecting Your Mode of Entry
Factors to keep in mind (1/2)

Use a network of distributors and agents
We strongly recommend using a network of distributors and agents against oﬀering an exclusive
nationwide license to merely one distributor. Working with only one distributor places too much
power in their hands and exposes you to higher risks. Due to China’s size, distributors are usually
well-established in their home city or province, but less so in other regions.

Regular distributors may lack technical expertise
Regular Chinese distributors may lack in-house expertise and know-how to oﬀer advanced
solutions to end users.

Engineering companies play a key role
Many engineering companies also choose to act as agents for foreign technology providers.
Distributing equipment through engineering companies is recommended over contracting
regular distributors, as they possess the technical expertise to handle more advanced industrial
projects. In addition, they have a strong understanding of the local market and a relevant network
of end-users and design institutes.

“Engineering
companies are
willing to be
distributors for
equipment
manufacturers.
This enables us
to lower
procurement
costs and is
beneﬁcial to
our EPC*
competitive
advantage.”
Jin Yabiao

Baosteel
Engineering
Group
*EPC = Engineering,
Procurement and
Construction
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Selecting Your Mode of Entry
Factors to keep in mind (2/2)

Design institutes are equally as important
Establishing relationships with design institutes is crucial for successfully competing in and winning tenders. They not
only co-write the detailed outlines of projects, but are also key-decision makers on which technologies to consider.
Most importantly, they’re opinion is asked by end-users when it comes to selecting suppliers.

On-site support is crucial
Constant management (support and control) of your distributors and partners is key to maintaining your operations.
To reap the best results, it is recommended to have at least one dedicated business developer on the ground to oﬀer
the support that is required and to maintain lines of communication between China and your head oﬃce.

Pilot-projects are usually a must
Chinese end-users prefer to see the results of a test-pilot in China before investing in a new technology. In JV and
licensee structures, your Chinese partner might be willing to bear these costs.

Competition is forcing localisation of manufacturing
Domestic companies are advancing rapidly, pushing foreign companies to localize their manufacturing processes in
order to stay price-competitive.
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How to choose your local partner
How to sell your solution

Finding the right Chinese partner is key to your success in the market. However, this is no easy feat
given the fact that information is often not as transparent as desired.
Conduct due diligence
Our advice is to conduct thorough due diligence before entering into any kind of agreement with a local partner,
next to ﬁnancial factors it is especially important to be on the ground and verify their capabilities yourself.

Ask for project references to assess technical capabilities
Verify that your potential partner has the technical capabilities to work with you by asking for project references.
However don’t believe everything that is on paper, but meet with the partner yourself and visit their previous
projects together.

Verify their contacts and networks
Your potential partner’s contacts and networks are key to gaining access to relevant projects and clients. Don’t take
everything they claim at face value and verify their position in the industry by consulting with industry experts from
other businesses and associations.
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Market Compliance
Certiﬁcation and product testing

Potential customers might demand third-party testing, international certiﬁcation and project
references. Depending on your product and its application, oﬃcial certiﬁcation and testing
may be necessary to distribute your products in China.
Certiﬁcation
Depending on your product and the ﬁeld it is used in (e.g. Ministry of Health (MOH) certiﬁcation for process
water in the food and beverage industry), might be necessary to sell your products in China. It is
recommended to consult with an agent to assess whether certiﬁcation is mandatory and to ﬁle the
application through this contact.* Additionally, having international certiﬁcation or certiﬁcation from the
Chinese Environmental Protection Industry Association can diﬀerentiate you from other industry players.
*Launch Factory 88 can guide you through this process.

Getting your products tested
Even if no oﬃcial certiﬁcation (and testing) is needed, end-users will often require you to test your products in
China, to prove that your products can be adopted to solve local issues (e.g. pollution). Tests are usually
carried out by environmental testing agencies.
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Intellectual Property Rights
How to adequately protect your IPR in China

Our advice is simple: Take every precaution and before coming to China, even if
only to a trade fair, adequately protect your intellectual property.
Importing IPR-sensitive parts
You can choose to only manufacture basic components in China and import the IPRsensitive parts. Example: At Launch Factory 88 we work with multiple trusted suppliers and
assemble the ﬁnal product in our own secured assembly space so that no one party has
complete knowledge of the ﬁnal product.

Conduct due diligence
Mitigate risks by conducting appropriate due diligence on your potential distributors and/ or
Chinese partner.

“[...] if the enduser can easily reengineer your
technology by
simply taking it
apart [...], then
you shouldn’t
enter the Chinese
market.”
Zhang Shaoxian
Vision and Action

Adequately protect your intellectual property
Work with a local law ﬁrm that possesses particular knowledge of your speciﬁc industry, in
order to mitigate your risks. Register and protect your intellectual property, such as patents,
trademarks and other property rights in China.
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Sales Best Practices
How to sell your solution

Selling your solution
How to sell your solution

Find good local partners
Follow our advice on how to choose suitable local partners and build
long-lasting relationships to reap the beneﬁts of market information and
their local networks. Keep in mind that constant management and
support is needed to maintain ensure the success of your cooperation.

Target industrial parks
Industrial parks will have gathered information on projects, therefore it
is recommended to contact these. Additionally, as more and more
smaller to midsize industrial companies will be forced to move to
industrial parks these will have high demand for water treatment
solutions.

Attend trade fairs
Participate in trade fairs for your targeted industries, such fairs for as
metal-processing industries, as well as water technology trade fairs
(see resources).

“I think it is
diﬃcult for an
international
company with
no local team to
pursue a project
directly with
customers in
China.”
Shaoxian Zhang

Vision and Action
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Selling your solution
How to sell your solution

Selling to local governments (e.g. industrial parks) vs. industrial
customers
It is diﬃcult to directly sell to local governments by yourself due to non-market
behaviour. This is expected to change in the future with the current anticorruption policies. However, it is still recommended to ﬁnd local partners that can
either facilitate projects more easily or already have established connections.

How engineering companies evaluate your market opportunity
(1) Evaluate foreign company’s technology (maturity)
(2) Does it match the issues in China
(3) Financial attractiveness (CAPEX and OPEX)
(4) Is the technology unique? Does it have its own characteristics?

Localising your manufacturing might be paramount to compete
Chinese competitors are growing stronger: they are advancing their technologies
and have a strong cost-advantage over foreign companies. To be able to compete
on the market, foreign companies should consider localising (part of) their
manufacturing.

“Two key
questions to
ask:
1. Is your
technology
really leading
and advanced
compared to
others?
2. Can the enduser aﬀord the
costs of your
oﬀering?”
Zhou Guangming

Zhejiang
Environmental
Protection Industry
Association
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Selling your solution
How to sell your solution

Without having established a strong local presence it is recommended to work with engineering
companies and design institutes to take advantage of their network and connections to key decisionmakers, in order to overcome the following challenges in Chinese tender processes:
Acquiring market information
Most of the time information for tenders is not openly available, except for very large well-known projects (e.g.
Olympic stadium). A local network is therefore a prerequisite to obtain relevant notiﬁcations and project information.

Project scope often unclear
Even if you obtain the market information the requirements are very unclear. You have to be on-site to fully
understand it, in order to deﬁne the project scope and proposal.

Being considered for projects
After a tender is granted, the implementation will be planned, contractors hired and equipment will be purchased.
Being well-connected is crucial at this point, as design institutes, engineering companies and end-users tend to
return to the same companies (equipment and solution providers).
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Recommendations
What to remember

Gain a strong understanding of the

Find the right local partners, and build up

market and business environment

long-lasting relationships

Before coming to China, understand your options

Find the right local partners for your needs

for market entry. Be aware of the local business

through conducting appropriate due diligence.

landscape and China-speciﬁc issues such as

Build and manage long-term relationships in order

product registration and IPR protection.

to reach and sustain your sales potential.

Manage your intellectual property in

Develop a presence on the ground in

China

China

Adequately protect your intellectual property

Show commitment to your Chinese stakeholders

before entering the Chinese market in any capacity.

by developing a presence in China. Beneﬁtting

Work with law oﬃces specialised in your industry,

from ﬁrst hand market information and directly

and make sure to manage your IPR from within

supporting your partners and key clients will

China rather than internationally.

provide the best base from which to reach your
sales potential.

Work together with experienced service

Consider localization of manufacturing

providers and experts

and assembly

Shorten your learning curve, decrease your risks

Compete more eﬀectively and enjoy global cost

and avoid common mishaps by working with

advantages by localizing part or all of your

experienced service providers in your industry that

manufacturing and assembly processes.

possess specialised knowledge and networks.
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About Launch Factory 88

We help you increase your sales in China

Who We Are

49

Meet our team

Launch Factory 88 assists water technology companies sell and manufacture in China.
• 17 years of experience, selling products and services in China
• Organizer of Aquatech China, the world’s largest water-technology fair
• Owner of Dayuuu.com, China’s largest water-related B2B platform
• Part of the CHC Group: one group, six companies, 500 employees
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Launch Factory 88

Sales and manufacturing in China – on one platform

Sales and Distribution

Manufacturing and

Support

Assembly

Our sales and distribution support platform helps
you to manage your Chinese distributors and
partners better and increase your local market
share.
Our platform can signiﬁcantly cut down your startup costs, lead times and learning curve – resulting
in a faster and higher return on investment.
See it as an incubator platform that will propel you
into the market and that provides strategic
support along the way.
>>> Click here for more information <<<

Our manufacturing and assembly services go
hand-in-hand with our sales and distribution
services.
They are there to help you adapt your products to
local market requirements and cut down your total
cost-of-ownership.
We have our own secured assembly spaces for
sub- or ﬁnal assemblies in China and provide
multiple warehousing options.

>>> Click here for more information <<<
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Download more free reports on our website
And subscribe to our newsletter

Click here to access and
download our reports

Sales and Distribution in China’s Residential
Water Treatment Market

Selling in the Chinese B2B Market: It’s not 1.3
billion consumers, it’s 40+ million businesses
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Get in Touch
Meet with us in China, the Netherlands or in your oﬃce

China

The Netherlands

Our Phone

Email / Website

Oﬃce 315, Building B, Rainbow
Center, No. 3051 Hechuan Road
Minhang district, Shanghai
201103, China

Tappersweg 35
Haarlem
2031ET
The Netherlands

(+86) 21 6402 7352

info@launchfactory88.com
www.launchfactory88.com
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Resources

Trade fairs, associations and reports

Resources

A selection of relevant associations, key trade fairs and reports
Associations and Organisations
Association

Website

Description

China Association of
Environmental Protection
industry

www.caepi.org.cn

Supervised by the Ministry of Environmental Protection, the CAEPI connects with more than ten thousand
environmental companies through local associations. It is involved in scientiﬁc research, design, production,
distribution and service units, and experts in the environmental protection industry.

Zhejiang Association of
Equipment Industries for
Environmental Protection

www.zaepi.org.cn

Specialised on environmental protection equipment manufacturers, the association is involved in
technology research and development, design and the provision of technical services. The Association has
more than 70 member enterprises involved in the environmental protection industry.

The Membrane Industry
Association China

www.membranes.com.cn

The association has 425 members, covering all major enterprises and institutions for membrane products
manufacturing as well as desalination of seawater and brackish water in China.

China Urban Water
Association

www.cuwa.org.cn

A national, industry-speciﬁc and non-proﬁt organisation. It is responsible for urban water supply, drainage,
water saving, and local town water supply. It conducts relevant scientiﬁc research, works together with
design institutes and urban water supply and drainage equipment manufacturers.

China Water Risk

www.chinawaterrisk.org

A non-for-proﬁt organisation with regular updates on policies and regulations, as well as a large panel of
expert contributors on all water-related issues in China.

Chambers of Commerce

Various

Various Chambers can also be a useful source of information. For example the EUCham or AMCham are
involved in lobbying the Government, and often organise sector-speciﬁc events and seminars.
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Resources

A selection of relevant associations, key trade fairs and reports
Key Trade Fairs
Trade fair

Dates

Website

Description

Aquatech Shanghai

15-17 June 2016

www.aquatechtrade.com

The world’s leading trade exhibition for process, drinking and waste water.

Water Expo China +
Water Membrane
China

18-20 November 2015

www.waterexpochina.com Water Expo China is the water industry’s most important and comprehensive meeting
platform for capturing business opportunities arising from China’s rapidly growing market.

Waterex

October 2016

www.waterex.com.cn

Supported by Aquatech China, focus on North China Market

www.ie-expo.com

Asia’s leading trade fair for environmental technology solutions: Water, Waste, Air and Soil.
Exhibition in Guangzhou for leading water treatment enterprises in China.

IE Expo
Wateco China

24-26 March 2016

www.waterchinagz.com.cn

China International
Environmental
Protection Exhibition &
Conference

June 2016

www.chinaenvironment.or CIEPEC is regarded as the best platform to exchange leading-edge environmental
g/en.htm
innovations, explore business development opportunities and obtain ﬁrst-hand
information of the environmental market in China.

Environmental
Protection Technology
and Equipment Show
2014

November 2016

www.eptes.ciif-expo.com/

Industry exhibition for water treatment, energy saving, air pollution control, new energy
and cyclic economy, comprehensive utilisation of resource recycling technologies and
equipment.

Report Name

Publisher

Published Date

Link

China Industrial Water
Markets

Global Water Intelligence

July 6th, 2015

https://www.globalwaterintel.com/market-intelligence-reports/china-industrial-watermarkets-opportunities-and-partnerships-new-focus-industrial-wastewater-treatment/

Relevant Reports

China’s Water Crisis | Industrial Water and Wastewater Market | Opportunities and Challenges | Market Entry, Compliance & IPR | Sales Best Practices | Who We Are | Resources

55

Our Contributors

Meet our industry experts

Our contributors

We are grateful to have beneﬁtted from the insight of the following industry ﬁgures which built upon our own
experiences
Zhou Guangming

Zhang Shaoxian

Jin Yabiao

Founder
Vision and Action

Engineer
Baosteel Engineering & Technology
Group Co., Ltd.

Simon Ding

The Zhejiang Association of

Vision and Action focuses on

The Baosteel Engineering &

Simon Ding has been a

Environmental Protection

engineering solutions and

Technology Group is a

representative for the

Industry can provide a network

supports/ invests in European

renowned engineering company

Water Quality Association in

of Chinese water treatment

technical companies to develop

involved in project engineering,

China for 6 years and therefore

companies, industrial parks,

in China, as well as supports

machinery design and

has vast experience of the

end-users and engineering

Chinese companies to ﬁnd

manufacture, and set

Chinese water treatment

companies to cooperate with

technical solutions from Europe.

equipment supply, primarily for

market. CHC Expo is the co-

the metal and coal industries.

organiser of Aquatech China,

Secretary General
Zhejiang Association of
Environmental Protection Industry

foreign technology and solution
providers.

Representative
Water Quality Association in China
Senior Project Manager
CHC Expo

one of China’s largest process,
drinking and waste water
exhibitions.
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