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Executive Summary 

Introduction 

INNOWATER is a public private innovation partnership of innovation agencies, water 
associations, technology specialists, innovation experts and eco-innovative cluster organisations 
from Belgium, Cyprus, Denmark, the Netherlands, Spain and the UK, coordinated by the 
European Water Partnership. INNOWATER is supported by the EC Europe Innova Programme. 

The overall objective of INNOWATER is to establish and implement a water innovation 
partnership that develops and tests new and better support tools and delivery mechanisms for 
innovative SMEs and first-user industries. A key objective of the project has been to develop a 
portfolio of tools to assist SMEs in the development of appropriate business models which 
support growth into international markets

1
.   

A new model was developed for gathering international market intelligence that is relevant to, and 
easily accessible by, European SMEs. It uses a small team of independent third party experts to 
build on existing and available market intelligence to undertake specific in country fact finding 
missions on behalf of the SMEs, with subsequent feedback and business planning support 
provided by way of follow up.  

The International Business Trip to China was undertaken in May 2013 to identify and evaluate 
opportunities for European SMEs to participate in providing solutions for the food and beverage 
production industry. 

The main objectives of the trip were to: 

 Identify specific innovation needs for which there is a benefit to China in sourcing solutions 
from European suppliers; 

 Identify opportunities that can realistically be met by European SMEs (alone or in consortia); 

 Understand the drivers and barriers to the uptake of new technologies in this market; 

 Map practical next steps for establishing communication between innovators in Europe and 
end users in China. 

Background to food and beverage sector in China 

China is one of the largest consumers of food and beverage in the world, and it is also one of the 
largest producers in these sectors. China’s major cities of Beijing and Shanghai are the leading 
consuming hubs. The food and beverage sector in China includes processed agricultural 
products, other food manufacturing, and beverage manufacturing. The market in China has been 
increasing during the last decades driven by urbanization, disposable incomes, changing urban 
lifestyles and retail distribution. In particular, high growth has been seen in the process industry 
(dairy and dry foods), wine, seafood and meat. The food and beverage sector has a seen a 
global growth estimated to 6.7 % driven by emerging markets like China. The food and beverage 
sector in China generates a high value of about 1000 billion CNY or 124 billion EUR equal to 
value of the chemical or power generation sectors of China

2
.   

According to information from the China National Food Industry Association (CNFIA) there are an 
estimated 500.000 industries in the Food and Beverage sector in China. The sector is sub-
divided in a number of sub-sectors such as dairies, slaughterhouses, breweries or dry food 
production among others. The sector is composed of large state-owned enterprises, large 
international industries (often organized in Joint Ventures with Chinese companies) and a large 
number of medium and small privately owned and operated companies. 

Water is an essential resource for these types of industries for cleaning, cooling, heating and as 
an ingredient in products. According to CNFIA, water supply and waste water treatment may be 

                                                      
1 See www.innowater.eu for detailed information on all support tools produced by the Innowater project. 

2
 National Bureau of Statistics, 2008 

http://www.waterlink-international.com/search/index.php?action=go&query=innovation
http://www.waterlink-international.com/search/index.php?action=go&query=innovation
http://www.waterlink-international.com/search/index.php?action=go&query=innovation
http://www.innowater.eu/


 

   

managed by (i) the industry themselves with its own sources of water and treatment plans,(ii)  the 
municipality whereby industries may obtain water from a municipal water supply and discharge 
the waste water to a municipal waste water treatment plant and (iii) industrial parks where which 
supplies water and has facilities to treat the waste water. The industrial water use in China is 
increasing significantly- estimates suggest more than a 50% increase within the next 10-20 years 
as the domestic market for food products increases. The industrial sector accounts for 20% of 
water use in Beijing (2005) of which 6% is used by the food and beverage industry. 

400 out of 600 cities in China face water shortages to varying degrees, including 30 out of 32 of 
the larger mega-cities. With industries located in or close to urban areas this puts a high pressure 
on industries to be water efficient. 

Drivers and Barriers of Innovation 

The key drivers for the implementation of innovative water management systems solutions are 
very political. The “Most Stringent Water Management System” announced by the State Council 
early 2013 sets out water usage, efficiency ratios for water usage for industry and agriculture and 
water quality measures for each province. 

The central government has set the food and beverage industry the target to reduce its water 
consumption by 30% for each Chinese Yuan of industrial value of the production and 10% of the 
pollutions discharged. According to market forecasts (GWI) the food and beverage sector is 
expected to double its capital expenditures from 2007 to 2016, and the market for equipment and 
services are expected to increase almost at similar rates.  

Additional market drivers are the price of water and energy. While the price is not yet at the level 
of full cost recovery the price has gone up significantly over the past 10 years through regulations 
of the National Development and Reform Commission and is expected to increase even more in 
areas which are very water scarce. A number of other pieces of legislation and regulations puts 
additional pressure on industries, including the “Water Pollution and Control Law” requiring 
industries to comply with waste water emission standards; the “Circular Economic Law” 
requesting industries to reduce their water use through regulation and an incentive scheme. The 
“Strategic Industry Development Plan” identifies sectors like environment and IT as strategic 
sectors for development in China- which raises the potential for European SME´s to find Chinese 
partners. 

However, there are also significant barriers to the uptake of new technology including: 

 Need for high degree of localization of products; 

 There is a very high focus on capital acquisition costs, where many European technologies 
are more attractive when looking at life-time costs; 

 Complex and un-transparent legal and political system; 

 Low protection of IP rights and a culture of copying technology; 

 Language and cultural challenges necessitates local partners; 

 Rising labour prices and the difficulty in finding enough skilled workers; 

 Difficulty to find t reliable local partners; 

 Difficulty to obtain local funding from private or public sources in China; 

 Difficulty to move money/capital out of China; 

 Huge and fragmented marked. 

Potential Opportunities for European SMEs 

Consultation with stakeholders from a variety of different organisations and review of available 
literature has identified potential broad opportunities for European SMEs in the following areas: 

 Groundwater Exploration; 

 Drilling and Pumping; 



 

   

 Desalination for industries located in coastal areas; 

 Water Monitoring  and control systems- sensors, water audit tools; 

 Point-of-Use Water Treatment System; 

 Biological Flocculation and Aeration; 

 Water Saving Technologies and Equipment; 

 Industry Wastewater Treatment- in particular de-nitrification and phosphorus removal; 

 Sludge treatment and disposal equipment; 

 Biogas systems for industrial production units; 

 Wastewater Recycling (in particular MBR) systems.  

Key Stakeholders 

A range of stakeholders are relevant to involve when looking at entry in to China 

Principal amongst these are: 

 “Gatekeepers” in China: Ministry of water resources, Ministry of environmental protection, 
National Development and Reform Commission; 

 “Sponsors” in China: EU SME centre, EU-China Chamber of Commerce, EU member country 
embassies, Technology transfer partners; 

 “Sponsors” in EU: Clean Tech Clusters, innovation support system, export promotion and 
support systems, China Europe Water Platform, EU China Policy Dialogue Support 
Framework ; 

 National and local supply chains, e.g. local component suppliers and manufacturers. 

Potential Routes to Market 

There are a number of ways by which SMEs may interact with the market but options include: 

 Find a local based investor with a lot of market knowledge (such as the European 
development funds); 

 Establish a local office and use the available EU Delegation and member country resources 
(such as EU SME centre and embassies); 

 Use technology transfer companies to help find first customers and establish networks. 

Market development will require investment in time on the ground in China, developing these 
relationships and gaining additional market intelligence. 

Critical Success Factors  

Both technological and non-technological attributes will be important for SMEs entering the 
market. All technological solutions need to be appropriate and/or adapted for the Chinese market. 
Valued characteristics include: 

 Low initial capital investment; 

 Long life time is not required or desired if it is cheap to produce and easily replaced; 

 Focus on a physical and easily understandable product, not large systems or services; 

 Focus on solving a very specific problem; 

 Strong local partnerships – it is not possible to do it alone. 



 

   

 

Concluding Comments 

The Chinese food and beverage industry was chosen due to the huge potential is has for 
European SMEs. Stronger regulation and a growing economy combined with water scarcity 
drives the need for better water saving, cleaning and reuse technologies.  

While European technology can help leapfrog water treatment in the sector, China is a 
difficult and alien market to enter. One of the most precise descriptions of the market we 
heard was from a Danish investment fund manager who said “In China everything is 
possible, but nothing is easy”. 

It is important for a company considering entering China, that they make sure they have a 
good fit for local needs. This means the right product and the right business model. What 
works in Europe, does not necessarily work in China. 

Finally it is critical that they can find the all-important local partners to help navigate the 
dark waters of the Chinese market.  



 

   

1 Introduction  
 

INNOWATER is a public private innovation partnership of public innovation agencies, water 
associations, technology specialists, innovation experts and eco-innovative cluster organisations 
from Belgium, Cyprus, Denmark, the Netherlands, Spain and the UK, coordinated by the 
European Water Partnership (EWP). INNOWATER is supported by the European Commission 
Europe Innova Programme. 

The overall objective of INNOWATER is to establish and implement a water innovation 
partnership that develops and tests new and better support tools and delivery mechanisms for 
innovative SMEs and first-user industries.  

INNOWATER identified the need for, and subsequently developed, a business support 
framework to assist innovating SMEs in the articulation of a robust value proposition and the 
formulation of an appropriate business model to meet the needs of their end user markets. This is 
called the Business Proposition Toolkit (BPT).  

It was also recognised that, in Europe, many of the domestic markets for water technologies are 
very mature and risk averse, making entry for new technologies difficult. Some home markets 
(such as Denmark) are also relatively small. As a result, the BPT was developed to contain 
specific elements that are focussed on supporting internationalisation activities, including the 
characteristics of overseas markets that require particular consideration. In view of this, the 
project developed an innovative model for gathering international market intelligence that is 
relevant to, and easily accessible by, European SMEs. Step 1 involves intelligence gathering: 
desk-based research to provide a broad understanding of the market, and communication with 
SMEs to gather specific questions. Step 2 involves taking a small number of experts to the 
location in question to gather more detailed intelligence on behalf of the SMEs; step three is 
concerned with dissemination of the insights obtained, and support for SMEs in furthering their 
internationalisation activities.  

 

International Markets – The Process 

Step 1

Initial Analysis

Objective

Produce initial 

Technology Needs 

Analysis (TNA) for end 

user market, and engage 

with SMEs to understand 

availability of potential 

solutions and market 

intelligence needs.

Activity

Desk based research and 

initial engagement with 

SMEs.

Step 2

International Business 

Trips 

Objective

Refine TNA, understand 

priority challenges and 

innovation needs, identify 

where European SMEs 

may help to address 

those requirements, and 

consider practical next 

steps for procurement.

Activity

Fact finding business trip 

with input from a range of 

key stakeholders.

Step 3

Share with SMEs and 

engage with end users

Objective

Share market intelligence 

on innovation needs with 

SMEs, provide support in 

developing appropriate 

business models, and 

facilitate effective 

engagement with end 

users.

Activity

A Water International 

Information Day with 

‘follow up’ coaching. 

http://www.waterlink-international.com/search/index.php?action=go&query=innovation
http://www.waterlink-international.com/search/index.php?action=go&query=innovation
http://www.waterlink-international.com/search/index.php?action=go&query=innovation


 

   

Three international markets were identified on which to pilot this approach: 

 Acid Mine Drainage in South Africa 

 Horticulture in Mexico 

 Food and Beverage industry in China 

This report is the is the output from Step 1 and 2 above related to the International Business Trip 
to China which was focussed on understanding the innovation needs, and business opportunities 
for European SME´s on water efficiency and pollution reduction in the food and beverage sector. 
Doing business and engaging in innovation in China requires a thorough understanding of the 
market and therefore this report also deals with this issue. As one investment manager stated it 
“In China everything is possible, however nothing is easy”. This document summarises the 
insights gained by the Innowater team during their visit to China, together with relevant 
background information on the Food and Beverage sector 

It is envisaged that this document will provide SMEs with a starting point for assessment of the 
suitability of the Food and Beverage market in China for their own technologies, together with 
insights into the barriers and potential routes to entering that market. 
  



 

   

2 Food and beverage sector- water efficiency and waste water treatment, 
China  

 

2.1 The food and beverage sector in China 

China is one of the largest consumers of food and beverage in the world, and it is also one of the 
largest producers. Chinas major cities of Beijing and Shanghai are the leading consuming hubs. 
The food and beverage sector in China includes agricultural products process, food stuff 
manufacturing, and beverage manufacturing. The market has been increasing during the last 
decades driven by urbanization, disposable incomes, changing urban lifestyles and retail 
distribution. In particular, high growth has been seen in the process industry (dairy and dry food), 
wine, fish and seafood and meat. The food and beverage sector has a global growth estimate of 
6.7 % and two digits growth in an emerging market such as China. The food and beverage sector 
in China generates a high value about CNY 1000 billion- equal to value of the chemicals sector or 
the power generation sector (National Bureau of Statistics, 2008).   

According to information from the China National Food Industry Association (CNFIA) there are 
about 500.000 industries in the Food and Beverage sector in China. The sector is sub-divided in 
a number of sub-sectors like dairies, abattoirs, breweries, dry food production etc. The sector is 
composed of large state owned enterprises, large international industries usually organized in 
Joint Ventures with Chinese companies and a large number of medium and small privately 
owned and operated companies. 

Water is an essential resource for these types of industries for cleaning, cooling, heating and as 
an ingredient in products. According to CNFIA, water supply and waste water treatment may be 
managed by (i) the industry themselves with own sources of water and own treatment plans,(ii)  
the industries may obtain water from a municipal water supply and discharge the waste water to 
a municipal waste water treatment plant and (iii) the industries may be located in an industrial 
park which both supplies water and facilities to treat waste water. The industrial water use is 
increasing significantly- estimates are more than 50% increase within the next 10-20 years as the 
domestic market and demand for food products increases. The industrial sector accounted for 
20% of the water use in Beijing (2005), and 6% of this is used by the food and beverage industry. 

 

In China 400 out of 600 cities face water shortages to varying degrees, including 30 out of 32 of 
the larger mega-cities. With industries located in or close to urban areas this puts a high pressure 
on industries to be water efficient. 

 

 

 

 

 

 

 

 

 

  



 

   

3  Technology Needs Analysis  

3.1 Food and beverage sector - water efficiency and waste water treatment, 
China 

Chinese discharge standards for wastewater discharge can be categorized into discharges from 

a wastewater treatment plant and discharge standards for reuse purposes. If wastewater is being 

treated from a wastewater treatment plant the discharge must meet GB18918-2002 (see table 1). 

This standard is categorized into several sub standards, which depends on the nature of the 

recipient or user.  

Class 1A and 1B are normally the most relevant standards to consider, since these standards 

would normally be enforced for wastewater being discharged into rivers. These standards are 

quite stringent with respect to removal of organic matter (COD, BOD), phosphorous removal and 

Faecal Coliform bacteria elimination, while the ammonia removal requirements are less stringent. 

Removal of bacteria requires significant amount of chlorine addition (which is the preferred 

method used in China).  

Table 1 GB18918-2002 – Chinese Discharge Standards for wastewater treatment plants.  

No. Parameter 
1st class standard 

2nd class 3rd class 
A B 

1 CODcr 50 60 100 120 

2 BOD5  10 20 30 60 

3 SS 10 20 30 50 

4 Animal-plant oil  1 3 5 20 

5 Petroleum 1 3 5 15 
6 Anionic surfactant 0,5 1 2 5 

7 TN 15 20 -   - 

8 NH4-N 5(8) 8(15) 25(30)  - 

9 TP 0,5 1 3 5 

10 Chromium 30 30 40 50 

11 pH 6 – 9 

12 Faecal Coliforms (FC/ml) 1,000 10,000 10,000 - 

Unit:  mg/L  
Note: The value outside the bracket is the control value when the water temperature is 
higher than 12 C, inside the bracket is the control value when the water temperature is 
less than or equal to 12 C. 

 

Reuse of wastewater in China is still limited; estimates are that less than five percent is reused. 

Treated waste water has to comply with discharge Standards, depending on the intended use of 

the treated waste water.  The standard GB/T 18920-2002 (see table 2) is relevant for urban 

recycling of water to be used for miscellaneous water consumption (toilet flushing, road cleaning, 

garden watering, vehicle washing and in construction work). This standard is strict for BOD 

removal, removal of suspended material and for Faecal Coliform bacteria. If water is to be used 

for these purposes a very efficient disinfection system needs to be installed, and even if chlorine 

is to be used, it requires a certain holding time after addition since the contact time should be 

more than 30 min and when the water is released the chlorine level should be below 0.2 mg Cl/l.  

 



 

   

Table 2 GB/T18920-2002 – Chinese Standards for reuse of urban recycling water. 

No. Item 
Toilet 

flushing 

Road 

cleaning, 

firefighting 

Urban 

greening 

Vehicles 

washing 
Construction 

1 Chromium ≤  30 

2 Smell no unpleasant smell 

3 pH 6-9 

4 Total dissolved solid ≤ 1500 1500 1000 1000   

5 Turbidity (NTU) ≤  5 10 10 5 20 

6 BOD5 ≤  10 15 20 10 15 

7 NH4-N ≤  10 10 20 10 20 

8 Anionic surfactant ≤  1 1 1 0,5 1 

9 Fe ≤  0,3     0,3   

10 Mn ≤  0,1     0,1   

11 DO ≧ 1 

12 Chlorine  contact time in 30min  ≧1, the end of the pipe network ≧ 0.2 

13 Faecal 
coliforms(FC/ml) ≤ 

3 

Unit: mg/L 

 

Reuse of water internally in the industrial process depends on the quality needs for the industrial 

process and in particular for the food quality standards. Based on international experience there 

is a large potential to save water in the food and beverage sector. Water saving is often resulting 

in energy savings. The food and beverage sector internationally report a number of benchmarks, 

e.g. ton of product produced per ton of water used. Such benchmark data, which provides 

information on the water efficiency in food industry sub-sectors, was not available to the 

Innowater mission, but a report is due in Q4 2013. As is seen in the following section China 

measures value generated per volume of water used. This data indicates that the Chinese food 

and beverage sector has a water efficiency which is about four to five times lower than G20 

countries. 

3.2 Present technology level used in water supply, water reuse and waste water 
handling in the food and beverage sector 

Production technology and use of resources (energy, water, materials and waste production) 
varies between food and beverage sub-sectors, and the present document does not aim at 
providing a full overview. Rather it provides a general overview which in the following is used as a 
basis for a technology needs assessment for water reuse and waste water treatment in the food 
and beverage sector (see table 3). 

 

 

 

 

 

 



 

   

Table 3 Technology Needs Assessment for Water Reuse and Waste Water Treatment 

 Industrial water 
treatment 

Industrial water 
reuse 

Industrial waste 
water treatment 

Reuse of 
industrial waste 

water  

Industry with own 
water supply and 

waste water 
treatment facility 

Filtration of supply 
water, preparation 
of  technical water 

for heating and 
cooling 

Physical/chemical 
treatment of water 

Biological aerobic 
process, lagoons 

and aerated 
wetlands 

Biological aerated 
process, filtration, 

chlorination 

Industry with 
municipal water 

supply and 
treatment of 
waste water 

preparation of  
technical water for 

heating and 
cooling  

Physical/chemical 
treatment of water 

Pre-treatment of 
waste water 

(filtration) 

Biological aerated 
process, filtration, 

chlorination 

Industry located 
in industrial park 

preparation of  
technical water for 

heating and 
cooling 

Physical/chemical 
treatment of water 

Pre-treatment of 
waste water 

(filtration) 

Biological aerated 
process, filtration, 

chlorination 

 

3.3 Potential technology needs 

Water scarcity and environmental protection are driving this market. Increasing costs for water, 
energy and materials also drives the market towards energy recovery, water reuse and material 
recovery. The main market opportunities for European SME´s in food and beverage subsectors 
are where large State Owned Enterprises and multinationals have not yet invested and where 
they can leverage their know-how and technologies. Energy efficiency services, water and waste 
treatment sub-sectors present particular opportunities for European SME´s. 

 

The main needs which seem to be a potential market for European SME´s are in the field of 
specialized technologies, especially in water saving, water recycling, sludge treatment and 
energy conserving which increasingly are in high demand in China, and therefore constitute a set 
of opportunities for EU SMEs in the Chinese Market. 

 

Potential technologies comprise: 

 

 Groundwater Exploration; 

 Drilling and Pumping; 

 Desalination for industries located in coastal areas; 

 Water Monitoring  and control systems- sensors, water audit tools; 

• Point-of –Use Water Treatment System; 

• Biological Flocculation and Aeration; 

• Water Saving Technologies and Equipment; 

• Industry Wastewater Treatment- in particular de-nitrification and phosphorus removal; 

• Sludge treatment and disposal equipment; 

• Biogas systems for industrial production units; 

• Wastewater Recycling in particular MBR systems.  

 



 

   

4 The market  

4.1 Market drivers  

The “Most Stringent Water Management System” announced by the State Council early 2013 
sets out water usage, efficiency ratios for water usage for industry and agriculture and water 
quality measures for each province. 

 

The central government has set the food and beverage industry the target to reduce its water 
consumption by 30% for each Chinese Yen of industrial value of the production and 10% of the 
pollutions discharged. According to market forecasts (GWI) the food and beverage sector is 
expected to double its capital expenditures from 2007 to 2016, and the market for equipment and 
services are expected to increase almost at similar rates (table 4 presents an overview of the 
status and proposed actions) 

 

Table 4 Status and Proposed Actions  

Target 11
th

 FYP 
Proposed (end 
2005-end 
2010) 

11
th 

Achieved 
(end 2005-end 
2010) 

12
th

 FYP 
Proposed (end 
2010-end 
2015) 

Energy intensity reduction 20 % 19.1% 16% 

Carbon intensity 
reduction 

n/a 16.2 % 17% 

Sulphur dioxide emissions 
reduction 

10% 14.29% 8% 

Chemical Oxygen 
Demand (COD) reduction 

10% 12.45% 8% 

Ammonium nitrate 
reduction (new) 

n/a n/a 10% 

Nitrogen oxide reduction 
(new) 

n/a n/a 10% 

Five heavy metals 
reduction – lead, mercury, 
chromium, cadmium and 
arsenic (new) 

n/a n/a 15% from 2007 



 

   

Water intensity (water 
consumed per unit of 
value-added industrial 
output) reduction 

30% 37% 30% 

Non-fossil fuels 
proportion of primary 
energy mix 

(15% renewable 
energy by 2020) 

8.3% 11.4% 

 

Additional market drivers are the price of water and energy. While the price is not yet at the level 
of full cost recovery the price has gone up significantly over the past 10 years through regulations 
from the National Development and Reform Commission, and is expected to increase even more 
in areas which are very water scarce. A number of other pieces of legislation and regulation puts 
additional pressure on industries including the “Water Pollution and Control Law” requiring 
industries to comply with waste water emission standards; the “Circular Economic Law” 
requesting industries to reduce their water use through regulation and an incentive scheme. The 
“Strategic Industry Development Plan” identifies sectors such as environment and IT as strategic 
sectors for development in China- which raises the potential for European SME´s to find Chinese 
partners. 

4.2 Key Stakeholders and Route to Market  

Go-to market: 

A number of lessons were learned on the Business trip. Mainly that China is a very difficult 
market to enter, manage and succeed in. A European company trying to fit a ”normal” European 
strategy to the Chinese market, is almost certainly doomed to fail.  

 

It is however possible to succeed and prosper in China. In fact the Danish Development Fund 
IFU

3
, has placed 20 % of its total investments in China, which is also the most profitable of their 

portfolio.  

The keyword to success on the Chinese market is localization. This is true for both products and 
business model.  

Products – for products it is important that they solve the local problems. Chinese water 
can have higher concentrations of specific substances, so there is often a need for an 
amount of adaptation to fit local needs. This is true to the extent that many potential 
customers will not buy European solutions, unless they have been tried and tested in 
Chinese conditions

4
. Therefore the first users who can help test and, if needed, localize 

products are of great importance. 

Business Model – a successful business model in Europe is not necessarily a 
successful model in China, as it may differ in what is considered as having high value. An 
example is the Chinese focus on capital expenditure, where many European companies 
tend to look at life-time costs instead. This means that a metric such as low life-time 
costs, which can be a huge competitive advantage in Europe, has significantly less value 

                                                      
3
 IFO is only allowed to invest in developing countries with a GPD below 6.000 USD per capita. 

4
 According to Zhu Ling, Vice President, Coway International TechTrans Co., Ltd. 



 

   

in the Chinese market, especially if the initial purchasing price is high. Therefore plans 
and models need to be changed accordingly.   

 

One of the most significant challenges companies face entering china is how they are going to 
interact with the market. It is a huge, and in many ways, a very alien market to enter, with large 
language barriers, lack of transparency, high competition and a reputation for overlooking 
intellectual property rights infringement.  

   

Therefore the single most important take-away point from this trip is the significance in having the 
right locally based partners, who can help companies adjust to local market conditions. There are 
a number of areas to consider in the planning phase, which foreign companies will need 
assistance with. Some of the more relevant are:    

 Gathering correct and valid market information  

 Establishing contact to vendors, supplier etc.   

 Establishing and maintaining relationships with the authorities and the local government. 

 Finding and establishing contact to first users 

 Localizing products/offering 

 Finding, hiring and retaining skilled employees 

 

Most of these areas can be overcome with the right local partner but it is challenging to find a 
trustworthy and competent partner There are numerous examples of European companies who 
spent millions on the wrong partner either due to fraud, which is a large problem, due to partners 
who cannot deliver what they promised or just due to a bad working relationship.  

 

Therefore due diligence is incredibly important. Luckily there are several avenues and short cuts 
European companies can pursue, in order to perform a sufficient due diligence on potential 
partners. 

 

This can be done by using some of the tools and services the EU and its member countries offer 
SMEs wanting to expand to China, or by using private companies specialized in assisting in this 
area.  

 

In the following a short description is made of the main relevant stakeholders we interacted with 
during the business trip. All of them have something relevant to offer SME’s moving to China, and 
it is recommended for the companies to engage with most or all of them, as part of their due 
diligence.    

 

Key stakeholders: 

 
EU SME Center: 
 
The SME center offers a number of useful free services. Reports on general market conditions, 
how to do business in China, online tools as well as reports with focus on specific 
industries/segments. A report on the water sector is expected late summer 2013. 
Weekly webinars are held on different subjects on doing business in China, and the website is a 
good resource of information.  
 



 

   

The center has legal offices which can advise SMEs, as well as an office area available for free 
use for visiting or not established companies. 
www.eusmecentre.org.cn 
     
 
EU chamber of commerce in China: 
 
The chamber of commerce works as a lobby organization for European companies, and can be 
very useful in gaining access to relevant political stakeholders. The importance of this should not 
be underestimated when doing business in China. The chamber has +1000 member 
organizations of all sizes, and to get full value from them, a membership is recommended. Price 
varies depending on company size. 
http://www.europeanchamber.com.cn/ 
 
Member states Embassy: 
 
The Royal Danish Embassy in Beijing offers a range of services. Companies can be part of 
export promotions with Danish officials, they can help identify partners and do market research. 
Other member state embassies offer similar services. The Danish Embassy charges a consultant 
fee for their services. 
 
Development funds: 
 
The Danish Development Fund IFU has a large number of activities in China. When 
organizations like IFU become investors, they can help with funding, market information, dealing 
with local government, IPO etc. and it can be very useful to have this kind of organization on 
board. Even large companies use their services, due to their local knowledge. Similar 
development funds exist in most member states and can be found through their umbrella 
organization EDFI. 

http://www.edfi.be/members.html 

 
Technology transfer partner: 
 
A private alternative is using a company experienced in dealing with the challenges of technology 
transfer. In Beijing ,Coway International TechTrans Co., Ltd. offer services such as market 
information on specific products, validation, finding first users and establishing contact to relevant 
partners and customers.  
http://www.coway.com.cn/ 
 

Table 5 summarizes the main findings on gatekeepers to the market and other partners which 
may help SME´s into the Chinese marked. 

 

 

  

http://www.eusmecentre.org.cn/
http://www.europeanchamber.com.cn/
http://www.edfi.be/members.html
http://www.coway.com.cn/


 

   

Table 5 Gatekeepers and Potential Partners for Doing Business in China 

Businesses ‘Gatekeepers’ Others 

The key businesses who 

need European water 

innovations. I.e. the end-

users in the food and 

beverage sector. 

Ministry of Water Resources with its office of Water 

Resources Management being responsible for water 

resources protection, distribution and diversion. Directly 

below this state level are the water resources 

commissions of the 7 basins. 

Ministry of Environmental protection, responsible for 

emission control and EIA´s, environmental monitoring, 

science and standards, pollution prevention and control 

National Development and Reform Commission, is 

responsible for industrial structure adjustments, 

regional economic coordination, investment and finance 

management and state enterprise reform. 

Chinese Food and Beverage Sector organization 

 

EU SME Centre Beijing, 

can provide good advice 

on market entry  

 

 

EU China Chamber of 

Commerce 

EU country Embassies 

Technology transfer 

partners in China like 

COWAY 

Main ‘Sponsors’ (to promote technologies and innovation) 

Clean tech Clusters in EU Countries 

Innovation support system in EU Countries 

Export promotion and support systems in EU Countries 

EU programs supporting technology innovation and internationalization 

China Europe Water Platform 

EU China Policy Dialogue Support Framework 

 

4.3 Financial aspects 

China has had constant high economic growth for the last 25+ years and is expected to maintain 
substantial growth in the coming years. There is an increasing focus on water due to the future 
water shortage in China, as well as challenges with polluted water.  This poses many 
opportunities for European SME´s with water related technologies and products. But entering the 
Chinese market for an SME is a huge challenge, which requires careful investigation of partners, 
local product adaption, setting up a company with a local team and deciding on a geographical 
marked within China. Furthermore there is increasing cost in China for salaries, retaining people, 
working conditions and it always take longer than expected to penetrate the market. 

All this requires capital to invest in a China venture, which many of the European SME water 
technology companies don’t have available. 

European SME´s that are in search of funding in EU have many challenges in attracting the 
funding for entering a market like the Chinese. The Venture Capital investments in the EU have 
been low since 2009, EU Business angels (private investors) had had financial set-backs and it´s 
difficult to obtain or expand bank credit lines. Much of the available capital from Investors has 
been injected into existing investments, due to lack of bank financing. This means that there is an 
intensive “battleground” for private risk capital. 



 

   

EU water companies expanding to China meets many financial challenges in China as well. It is 
not possible to obtain loans as a foreign SME in China through banks. There are no Chinese 
governmental financial support programs for SME´s incentivizing companies to enter China. 
Chinese Venture Capital also seems very difficult with a foreign company. So it is almost 
impossible for foreign SME´s to obtain financing in China.  

As China is a major market opportunity for European SME´s many EU governmental programs 
has been put in place. Water technologies often has a positive impact on the environment, which 
also is high on the in the EU. Many EU countries have for these reasons developed financing 
support programs for e.g. water technology companies.  

One of possibilities is using one of the 15 governmental initiated investment funds in Europe that 
invests in the developing countries. China is still considered a developing country for some of the 
investment funds e.g. IFU which is the Danish fund. These types of funds typically take minority 
and temporary equity stakes in the local Chinese company or uses quasi-equity such as 
mezzanine capital, subordinated loans, convertible loans, etc. There is normally a put option (a 
kind of option which can be sold at a predetermined price) agreement to sell shares to the 
investors after a certain period of time. The Danish IFU visited has been very successful with 
these models and have over the years made more than 140 investments in China. This model 
works for both SME´s and MNE’s. To receive funding, the parent company must have a track 
record and be able to come up with some funding from other sources as well. The funds can be 
found on http://www.edfi.be/members.html. 

 Many EU countries have individually put financial support programs in place to incentivize 
initiatives around export activities to China, especially within the environmental area such as 
water. As an example the Danish MUDP program supports projects with funding on very 
attractive conditions.  

EU are furthermore supporting SME´s going to China through the SME centre in Beijing with free 
office space for a period as well as other support measures, saving the SME costs in the initial 
investigation phase. 

Many embassies also have support programs financing e.g. half of the initial cost of analysing the 
marked, as well as cheap “soft landing” office space.  

The conclusion on the visit was that it is important to raise sufficient funding from the beginning in 
order to get to break even, as funding your Chinese operation “along the way” is very difficult. It is 
difficult to bring money in (and out) of China and to obtain financing to foreign companies in 
China.  
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