- Prospecs e A

By Michael MocMillem

50 et Region

Busmess Development Director Asict Pacific, Siebe Envuonmental Confrols

the past two to three years, North American

ESCOs have been exploring the opportunities

that lie in the Asia Pacific Region. In light of the

recent market downturn within the tiger

economies, particularly Hong Kong, Indonesia,

Thailand, Malaysia, and Korea, as well as in

markets like Japan, Australia, and Singapore, you might

ask whether it is prudent to enter these markets at this

point. In fact, if you are currently considering any of the

Asian markets, you would be right to be cautious.

However there are also opportunities. I will try to outline

some of the problems and opportunities that ESCOs might

encounter, but due to the limited space available I will
focus on only two, Japan and Korea.

Japan is a country that most ESCOs would consider a
reasonable opportunity, however, the pitfalls are numerous
but not insurmountable. Apart from the obvious language
issues, the normal process of acceptance for project
approval is bottom up and consensus driven, so going to
the top is often unappreciated and considered somewhat
rude. The result is an increase in business development
costs that can be extreme on a project by project basis.
Secondly there is turmoil in the financial markets and most
institutions are not jumping at the opportunity to finance
ESCO projects, and why should they when the interest
rates in Japan are not the most exciting for financiers.
Another is the standards used in Japan are not the same as
the US,, one example is that the norm is 70 foot candles
and the average Japanese office worker would like to keep
it that way. Also, there are many major local players that
~ have already moved to establish ESCOs, so they will be
waiting. On the positive side, the Japanese government is
supportive of performance contracting and the energy
costs are reasonably high (at least until deregulation which
is expected in the near future). The average Japanese
engineer is well trained and the available technology is of
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outstanding quality, although pricing will be an issue. You
will not see too many three-year paybacks, even from
lighting. The estimated market share will make most of
you salivate, but I would suggest some serious time
should be spent in assessing whether you should enter this
market. Be prepared to spend some time (possibly two to
three years or more to really get going). Korea is also an
interesting market. It is a very high technology country
and, as you know, several of its leading companies are
household names in North America. What might surprise
you is that the likes of LG, Hyundai, Samsung, and other
Korean technology giants have already formed ESCOs.
Many have completed projects and most have the
engineering know how, capital, and equipment to slug it
out with the best of us. The Korean Performance
Contractors are supported through an excellent program
set up by KEMCO (the Korean Equivalent to the U.S.
DOE) and KEMCO is an enthusiastic and committed
group. Most ESCOs will find products and technology that
they are familiar with in Korea. However the Korean
electrical system is 220 volt and standards are probably
closer to European standards than those in the U.S.,
combine this with the language issues and the considered
risk of offering finance (take a look at the recent currency
movements) and many of you will probably adopt a wait
and see attitude. T would suggest that Korea is a good
opportunity for those that are prepared to invest before
they receive profits. It is not a place for a quick buck, and
given the US. dollar exchange with the won, it is hard to
bring in the technologies the Korean ESCOs do not have.
On a final positive note, KEMCO is providing some DSM
monies to their pre-qualified ESCOs, but you have to
invest in a list of equipment that includes renewables
before you qualify. I will say that this is probably not the
last you will hear about the ESCO industry in Korea. Who

knows, it might be the next NAESCO trade mission.
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