Indonesia: Water Resources Equipment and Services Industry

Page 1 of 5

	Indonesia: 

Water Resources Equipment and Services Industry 



	Aulia Rochaini

June, 2008




[image: image1.wmf] 



Summary

Indonesia market of water resources equipment and service currently is estimated at $122 million, with an average growth rate of about 5% per year. U.S. has the fifth largest market share at 12 percent. Japanese products dominate the sector, with a market share of almost 35 percent. 

Opportunities abound in water resources equipment and services for the commercial and industrial sector. The primary end-users of water resources equipment in Indonesia market are: government agencies, environmental engineering companies, industrial parks, food processing companies, pharmaceuticals, industrial chemicals and electronic components industries. Expected growth in the best prospects section of these industries include aeration equipment, filter and filter presses, screens, sludge treatment equipment, pumps, oil separators, liquid-solid separators and biological & chemical products.


U.S. products and engineering services have a good reputation in Indonesia for their quality and advanced technology in the field of water and wastewater treatment. U.S. products such water filtration, water purification equipment & control systems, and water treatment chemicals enjoy a good reputation among local buyers. In general, products from the U.S. are highly regarded for their quality. The major hurdle to overcome in this market, however, is the initial cost of the product and service.

Market Demand

Indonesia's water resources sector faces increasingly complex long-term investment challenges and management problems, which, unless effectively addressed, will increasingly constrain the country's economic development and lead to a deterioration of food security, public health and irreversible damage to the environment exacerbated by inappropriate and ineffective legal structures, regulations, policies and institutions. 

The key environmental problems in Indonesia are as follows:

· An insufficient supply of safe drinking water; 

· The scarcity and pollution of water resources; 

· Land salting and swamping of the land; 

· Pollution in the largest cities and industrial centers; 

· The accumulation of solid wastes; 

· The contamination of food products.
Market Data

	
	2006
	2007
	2008 (estimated)

	Total Market Size
	115
	119
	 122

	Total Local Production
	10
	11
	12

	Total Exports
	53
	54
	55

	Total Imports
	158
	162
	165

	Imports from the U.S.
	19
	21
	22


Figures given in U.S. dollars in millions. 

Note: The above statistics are unofficial estimates

Source: Indonesian Central of Bureau of Statistics

Best Prospects

Best prospects for U.S. companies are advanced technology and high value-added equipment and components across the entire sub-sector (please refer to the H.S. codes below). U.S. products such water filtration, water purification equipment & control systems, and water treatment chemicals enjoy a good reputation among local buyers. In general, products from the U.S. are highly regarded for their quality. The major hurdle to overcome in this market, however, is the initial cost of the product and service.

39.17.29 PVC pipe
73.03.00 Tubes, pipes, of ductile iron
73.06.90 Tubes, pipes, of steel
73.07.21 Flanges
73.07.22 Elbows, bends and sleeves
84.13.60 Pumps for liquids, other rotary positive displacement pumps   

84.13.70 Other Centrifugal Pumps

84.21.21 Water filtering and purification equipment 

84.21.29 Other filtering or purifying machinery & apparatus

84.79.82 Mixing, Kneading or Stirring machines

84.81.10 Water pressure-reducing valves 
84.81.30 Gate and check valves
84.13.30 Pumps, fuel-injection, other
84.81.10 Valves, pressure-reducing
84.81.30 Valves, check

84.81.40 Relief valves
84.81.80 Valves, control
84.81.90 Valves, parts
90.26.10 Water flow/level instrumentation
90.26.90 Parts and accessories of water instrumentation
90.28.20 Water production and metering instruments
Key Suppliers

The water resources equipment market in Indonesia is competitive, with an increasing number of international suppliers trying to win projects. Japan, China and Korea dominate the machinery and equipment market. Local companies control the construction services market.  Japanese suppliers lead the engineering consultant service market with an estimated share of almost 40 percent, followed by suppliers from other Asian countries e.g. China, Taiwan and Korea and European union countries. 

Japanese suppliers have had a strong presence market for years. They provide high-quality machines at very competitive prices compared to their counterparts in Europe and U.S. In addition, due to the geographical proximity to Indonesia, Japanese manufacturers have easier access to the market. They are well versed in Indonesian culture and customs and understand the buyers' needs. 

European machinery manufacturers are export oriented and open to the Indonesian customer's requirements and will accept smaller orders. Indonesian end-users look for machinery that is very adaptable, with the ability to adjust to different applications. 

Prospective Buyers

The primary end-users of water resources equipment in Indonesia market are: government agencies, environmental engineering companies, industrial parks, food processing companies, pharmaceuticals, industrial chemicals and electronic components industries. 


The municipal water treatment market is split evenly between the government and private industry. The government sector treats water and raw sewage. The private sector supplies equipment for aeration, clarification, disinfection, filtration and sludge treatment. The conventional method of using demineralizers for treatment is being replaced with reverse osmosis and newer technologies such as ultra-filtration and electro-dialysis.
The government makes purchase decisions through a standard tendering process. The overriding consideration in government purchases is cost. However, the private sector is increasingly adopting lifecycle cost analysis for procurement decisions, especially in service-oriented industries such as healthcare and hotels. In the wastewater treatment market, procurement decisions are primarily focused on the minimum standards required to meet government regulations. State governments have the primary responsibility for water use and control. The administrative control and responsibility for development of water rests with the various state departments and corporations. 

Market Entry

There are two main ways in which foreign suppliers distribute their products in Indonesia. Companies which to seek to enter the Indonesian market on a large scale usually establish an exclusive sole agency with a knowledgeable local partner. These local firms are large, offering a professional and complete range of products and services, and are often the winning tenders for large-scale pollution treatment plants. Since this kind of an arrangement requires substantial capital, a number of foreign companies sometimes team in pursuing these tenders.

Although a foreign equipment supplier is technically permitted to trade in Indonesia without a local partner, in practice, this is rarely done because the local counterpart plays a vital role in establishing and maintaining connections to essential government and private contracts.

Another distribution scheme, and the primary channel most foreign firms use to market their products in Indonesia, is through an agency arrangement whereby an independent local distributor acts as the "sole agent" for many foreign companies.

Besides selling the products to other distributors, wastewater treatment contractors and end users, some agents also offer related services such as consultancy, design, installation and after sales service. This kind of a contract provides greater flexibility and does not involve as much capital and risk. However, with this arrangement, it is more difficult to get established in the market and obtain a high-sales volume due to competition from other brands.

Payment practice for ready-stock products: immediate cash payments are required, while for an advanced orders (2-3 months delivery after order), down payments of 40 – 60 percent with the balance due on delivery is common. The average delivery time ranges between three to five months.

Market Issues & Obstacles

Most foreign firms market their products in Indonesia through an agency arrangement, whereby an independent local company is appointed as the sole agent, in most cases representing several related foreign principals simultaneously. Companies, which intend to enter the market on a large scale usually establish an exclusive sole agency with an experienced and active local partner.

The Government of Indonesia (GOI) upon request can grant import duty exemptions on pollution control equipment. However, since the procedures for obtaining this incentive are known to be bureaucratic and time consuming, most companies prefer to import the equipment directly at import duties ranging between zero and five percent. A uniform 10 percent value-added tax is also applied.

Trade Events

Environment Technology Indonesia 2008

The 16th International Exhibition on Equipment and Systems for Pollution Control and Environmental Improvement. Incorporating with Watertech Indonesia.
Held in Jakarta International Expo, Kemayoran on December 3-6, 2008

For further information on the above trade show, please contact the organizer:


P.T. Pamerindo Buana Abadi
Deutsche Bank Building, 13th Floor
Jl. Imam Bonjol 80
Jakarta 10310
Indonesia
Tel: (62-21) 316-2001
Fax: (62-21) 316-1981, 316-1982

E-mail: pamindo@rad.net.id
Website: http://www.pamerindo.com
Resources & Contacts

Ministry of Environment


Address:

Kantor Menteri Negara Lingkungan Hidup

B Building, 2nd Fl., Jl. D.I. Panjaitan, Kebon Nanas,

Jakarta Timur, 13410, Indonesia

Phone: (62-21) 8580103, 8580102

Fax: (62-21) 8580101

Website: http://www.menlh.go.id
Ministry of Public Works

Address:

Jl. Pattimura 20, Building B-lc, 7th floor, Kebayoran Baru, Jakarta Selatan, 12110, Indonesia

Phone: (62 -21) 7279175; 7279 176; 7279178

Fax: (62-21) 7261939

Website:http://www.pu.go.id
For More Information   

The U.S. Commercial Service in Jakarta, Indonesia can be contacted via e-mail at: aulia.rochaini@mail.doc.gov; Phone: 62-21-5262850; Fax: 62-21-5262855; or visit our website: http://www.buyusa.gov/indonesia
The U.S. Commercial Service — Your Global Business Partner

With its network of offices across the United States and in more than 80 countries, the U.S. Commercial Service of the U.S. Department of Commerce utilizes its global presence and international marketing expertise to help U.S. companies sell their products and services worldwide.  Locate the U.S. Commercial Service trade specialist in the U.S. nearest you by visiting http://www.export.gov/.

Disclaimer: The information provided in this report is intended to be of assistance to U.S. exporters. While we make every effort to ensure its accuracy, neither the United States government nor any of its employees make any representation as to the accuracy or completeness of information in this or any other United States government document. Readers are advised to independently verify any information prior to reliance thereon. The information provided in this report does not constitute legal advice.

International copyright, U.S. Department of Commerce, 2008. All rights reserved outside of the United States.
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Let us help you export.
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