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Summary 

Korea’s water pollution control (WPC) market is steadily growing, and was estimated at USD 5.9 billion in 2004 according to the Korean Ministry of Environment (MOE).  In terms of the overall environmental market valued at USD 15.5 billion, the WPC sub-sector was the largest, accounting for approximately 38 percent, followed by the solid waste treatment sub-sector at 27 percent, and the air pollution control and the service sub-sector each at 16 percent.  Commercial Service Korea forecasts that this WPC market will continue to show annual double-digit growth, and will reach USD 7.1 billion in 2006. 

Market Overview 


Access to clean water and water quality is a major environmental issue in Korea.  Given Korea’s high population density, its average precipitation per capita is only 2,775 cubic meters, which is 12.5 percent of the world average of 22,096 cubic meters.  The United Nations classified Korea as a water-stressed nation in 1993 along with Libya and South Africa.  Korea is forecasted to face a water shortage of 1.8 billion tons in 2011, according to the Korea Water Resource Corporation (KOWACO).  Due to public mistrust of the public waterworks only a few people drink unboiled tap water.

Korea's water pollution control market is driven by the government, which spent an estimated USD 3.1 billion in 2004 on water management projects.  This accounts for 53% of the entire market of USD 5.9 billion. The Korean government's water management projects focus on improving both water quality and water supplies.  Water quality improvement encompasses construction and upgrading of municipal, livestock, and industrial wastewater treatment plants, and retrofitting sewer pipeline under the jurisdiction of the MOE.  Supply side improvements include multi-purpose dam construction, water supply development for industry, agriculture and drinking purposes, and flood prevention management under the jurisdiction of the Ministry of Construction, Industry and Energy (MOCIE).

Currently, there are 242 municipal sewage treatment plants nationwide, and the Korean government constructs over 10 new sewage treatment plants every year.  In addition, as Korean environmental regulations are strengthened, the Korean government is upgrading existing sewage treatment plants to install tertiary processes such as activated carbon filtering and advanced disinfection process.  For these purposes, the Korean government has allocated a budget of USD 1.4 billion in 2005.  

Beginning in 2003, the Korean government began to legally control nitrogen and phosphorous at the outlets of wastewater treatment plants in order to curb the recurring noxious red tides along the coast of the Korean peninsular.  To meet this new regulation, advanced treatment methods such as micro-filtering and reverse osmosis are sought after by the Korean government and companies.

Aging underground sewers with cracks that allow sewage and wastewater to leak out to contaminate groundwater is another problem.  To address this problem, the Korean government is investing USD 521 million in 2005 to construct and retrofit sewer pipelines nationwide.

As a result of the Korean government’s recent decentralization policy, most regional and municipal environmental projects are initiated and controlled by local governments.  The central government through the MOE, however, retains investigative and audit authority.  MOE funds regional sewage treatment plant projects in the range of 30-70 percent on a case-by-case basis, with the regional governments covering the balance.

In a new approach, Korea’s water pollution control projects have become increasingly privatized as municipalities lack adequate financial resources to modernize aging infrastructure.  Currently, 155 municipal sewage treatment plants out of a total 242 across the nation are operated by private companies.  These plants treat 13 million tons of sewage daily.

In conjunction with the government’s environmental policy initiatives, the Korean private sector is working to minimize its impact on water resources.  Korea’s major water-polluting industries include electronics, machinery and metals.  In 2004, the private sector spent an estimated USD 1.8 billion on water pollution control projects, and it plans to increase the level of its investment to meet strict regulatory requirements and to promote an environmentally friendly corporate image.

Market Trends
Public awareness on environmental protection is steadily growing in Korea. The government initiates new environmental projects, and strengthens regulatory requirements for the polluting industries.  As they claim to raise the existing environmental standards up to those of more advanced countries in a few years, it is forecast that the environmental industry will grow to provide advanced technologies to meet the more strengthened regulation.

Import Market 

Official data for import share in this market is not available at present.  However, based on data from the Bank of Korea, the Korean Ministry of Environment, and the US-Asia Environmental Partnership, the import market is estimated at approximately 10 percent of the overall market for water pollution control equipment.  Japan has been the principal foreign supplier, thanks to its lengthy commercial experience in Korea and attractive financial packages, with 40-50 percent market share, followed by the U.S. and Germany with market shares of 20 and 19 percent respectively.

Competition 
Traditionally, Korea’s local environmental firms supply a major portion of the water pollution control market with medium-level technology and low-cost products.  They are mostly either affiliated with large conglomerates such as Hyundai, Samsung, SK, Ssangyong, Halla and Lotte or small to medium-sized environmental specialists.  

They significantly improved their technological capabilities in the last decade through licensing agreements with foreign firms. But they still lack the requisite expertise and the experience necessary to develop sophisticated environmental technologies to meet strengthened regulatory requirements.  Consequently, they still rely on advanced foreign suppliers for key pollution control technologies.
U.S. water pollution control products are popular in the field of filtering machines, membrane products, backwashable microfilter products, pure water treatment, and surface aerators, etc.  U.S. industry is the world leader in water treatment technologies, and has a good opportunity to participate in Korea’s WPC market.

Japanese and European suppliers are aggressively participating in the market providing attractive financial packages.  Especially, French companies are actively participating as an investor of Korea’s municipal sewage treatment plant projects that are either build-transfer-operate (BTO) type or build operate-transfer (BOT) type.

Those who are currently active in the market are Vivendi Environmental (France), Led Italia (Italy), Danish Hydaulic Institute (Denmark), Daiki (Japan), Rochem (Germany), Denka Engineering (Japan), Trailigas (France), Nitto Denko (Japan), Suirei (Japan), Nittetsu Chemical Engineering (Japan), and YIT (Finland).

Market Access 

Korea’s water pollution control (WPC) market appears to be highly receptive to foreign suppliers.  Import duty rates for most of products are 8 percent on a CIF basis.  However, the Korean government grants reductions or exemptions on pollution control equipment imports.  Also, they offer long-term, low-interest loans to environmental investors and technology developers.  

Market Entry

Water pollution control (WPC) products and services are either sold directly by the manufacturer to the end user or through a sales agent. The Korean government purchases generally through the Public Procurement Office that issues international public bids for national and local WPC projects of which project estimate is over an internationally-agreed standard.  Engineers and designers are usually in a position to influence selection of specific products, and U.S. firms should engage Korean representatives who can provide full market information and effective sales support.  It is also useful for prospective suppliers to work with environmental firms who will specify equipment for major projects.

Water pollution control equipment requires high levels of precision, reliability, and maintenance.  Therefore, technical features, pre-sales consultations, training and after-sales service, as well as price, are the prime factors associated with purchasing decisions for water pollution control equipment.  In addition, U.S. service engineers should make periodic visits to Korea to discuss operational problems as well as improvements or modifications required in the equipment.  If the decision is made to enter the market using an agent, it is important to choose a reliable and competent firm that possesses the requisite technical capabilities and has excellent government and industry contacts.

Partnerships with Korean firms can take many forms including: distributor or agent agreement, technology transfer or license agreement, and a joint venture company.  If a U.S. company has substantial experience and knowledge of the Korean market, it can establish its own representative or branch office, or a wholly owned subsidiary.  It is also possible to have a local presence by acquiring an existing Korean environmental company.  

Although it is also important to prepare a clear-cut agreement, many Korean corporate decision-makers still greatly value personal trust and relationships more than contractual terms and conditions.  Such a trusting relationship can be built by maintaining frequent and effective communications, both formal and informal, and through patience.  In this context, it is also imperative to thoroughly evaluate the prospective partner(s) through reliable and objective sources in order to avoid or minimize any unexpected future conflicts and risks.

Opportunities for Profile Building

The American Chamber of Commerce in Korea presents networking opportunities for U.S. companies to do business in Korea.

American Chamber of Commerce (AMCHAM Korea)

#4501 Trade Tower 159-1

Samsung-dong, Kangnam-gu

Seoul 135-729, Korea

Tel: 82-2-564-2040

Fax: 82-2-564-2050

E-mail: info@amchamkorea.org

Website: http://www.amchamkorea.org

Key Contacts

Korean Ministry of Environment

Water Quality Management Bureau

Government Complex 1 Joongang-dong Gwachun-si 

Gyunggi-do Korea 427-729

Tel: 82-2-504-9251

Fax: 82-2-507-2456

Website: http://www.me.go.kr/
Ministry of Construction and Transportation

Water Resource Bureau

Government Complex 1 Joongang-dong Gwachun-si 

Gyunggi-do Korea 427-729

Tel: 82-2-504-9040

Fax: 82-2-503-7395

Website: http://www.moct.go.kr/
Public Procurement Office

Government Complex-Daejeon 920 Dunsan-dong Seo-gu 

Daejeon Korea 302-701

Tel: 82-42-481-0114

Fax: 82-42-472-2297

Website: http://www.pps.go.kr/

Korea Water Resource Management Corporation (KOWACO)

San 6-2 Younchook-dong Daeduk-gu Daejeon Korea

Tel: 82-42-629-3114

Fax: 82-42-623-0963

Website: http://www.kowaco.or.kr/

Environmental Management Corporation

4-15 Nonhyun-dong Gangnam-gu Seoul Korea

TEL: 82-2-5190-151-3 

FAX. 82-2-5190-292

Website: http://www.emc.or.kr/

Mr. Ken Duckworth, Commercial Attaché

Mr. Young Wan Park, Commercial Specialist 

Commercial Service Korea

American Embassy Seoul 

82 Sejong-ro, Chongro-ku

Seoul 110-710, Korea

Tel:  82-2-397-4356, 4535

Fax:  82-2-739-1628

E-mail: Kenneth.Duckworth@mail.doc.gov,  young.park@mail.doc.gov
Website:  http://www.buyusa.gov/korea/en
Upcoming Trade Shows/events

International Exhibition on Environmental Technologies  (ENVEX2006)

Venue: COEX Seoul Korea

Date: June 14-17, 2006

Tel: 82-2-2249-5265

Fax: 82-2-2249-5267

Website: http://www.epa.or.kr/envex/
ENVEX is the premier environmental trade show in Korea, which takes place every year.  CS Korea attends and exhibits at this show as a special organizer.
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