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Executive summary
Under the COIVD-19 pandemic, the consumer is beginning to pay attention to their health and demand for health products. In Hong Kong, herbal drinks have always been a health product with reasonable prices and practical. The consumer can be going to traditional herbal tea shops to purchase herbal drinks. In addition, a new type of herbal tea shop is also constantly increasing. They are providing different kinds of herbal drinks. They have fashionable store designs, diversified sales strategies, and business models different from traditional herbal tea shops. 
This report will analyse the Macroeconomic in Hong Kong by PEST to looking for the sale value affecting the Herbal Drink retail, the e-commerce changing consumer behaviour and getting marketing information directly. After the COVID 19 pandemic, most consumers are getting more health-conscious about health products. Porter five Force used to evaluate the Herbal Drink retail with our case study company "Hung Fook Tong" by the bottle of herbal drink in this market environment. We have to analyse the current products, prices, consumer segments to recommend the future development plan using the 4P Marketing Mix Strategy to promote herbal drinks to segmented consumers and maintain products' sustainability.
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[bookmark: _Toc75879722]Chapter 1 – Introduction
[bookmark: _Toc75879723]1.1 Company background
Hung Fook Tong is a Chinese herbal drink chain shop based in Hong Kong founded in 1986, and the first outlet opened at Kwai Chung. To attract new consumer, Hung Fook Tong began to rebrand in 1990. They set up a factory for centralising the manufacturing and introduced herbal tea in plastic bottles for sale in supermarkets. 
In addition, Hung Fook Tong also began to open branches in stations along the subway to attract different consumers and sell soups and snacks to make a profit. In 2007, it opened its first domestic store in China and closed all branches across mainland China in 2018. 
Hung Fook Tong was finally successfully listed in 2014. Their product line widely from Chinese herb teas, soups, healthy food and Guilinggao.  The Group had a market share of 37.5% in Hong Kong's wellness drink market (Hung Fook Tong, 2016) and 115 retail shops in operations with 891 employees in Hong Kong (Hung Fook Tong, 2019).
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According to the annual report of the marketing segment, the Group has estimated its advertising and promotion expenses. In 1H2020, the advertising and promotion expenses of the Group were HK$13.1 million, a decrease of 16.0% from HK$15.6 million in 1H2019. As a result, the marketing expenses in 1H 2020 and 1H2019 as a percentage of revenue are 3.8% and 4.0%. Therefore, the Group is more cautious in managing marketing expenses. (Hung Fook Tong, 2020).
[bookmark: _Toc75879724]1.2 Industry overview
The Group produced its products on Long Shelf Life drinks and fresh-manufactured beverages and sold to Mainland China, Macau, and overseas such as the United States, Canada, Malaysia, Australia, New Zealand, the Philippines and Taiwan. In Hong Kong, The Group also provides non-herbal beverages such as Chinese soups and Guiling paste products and snacks, desserts, rice noodles, festive foods, and sold locally.
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Herbal Drink has several competitors in Hong Kong. However, Table 2 showed they have differentiated business models based on their product and sales channels. A highly potential competitor with similar models in the market is Healthworks. Since COVID-19, the consumer has been more conscious of health care, an area where the Group has expertise in healthy products. To meet their needs, the Group have launched a convenient and hygienic pre-packaged food portfolio. In addition, the demand for working from home and dining at home is another opportunity that the Group will seek to seize by strengthening its online business and delivery services (Hung Fook Tong, 2020).



[bookmark: _Toc75879725]Chapter 2 - Situation Analysis
This chapter will analyse the existing environment by PESTEL analysis and use Porter five forces framework to analyse the competition within an industry and business strategy development.
[bookmark: _Toc67855379][bookmark: _Toc75879726]2.1 PESTEL Analysis
In this PESTEL analysis, we will focus on the Economic factor in Hong Kong retail market, the Technology factor on how e-commerce affects consumer purchasing behaviour. The last is the Social factor to looking at the health-conscious consumer growing up on-demand for health products during the pandemic outbreak.
Economic Factors
According to a report shown the retail sale market in Hong Kong began to decline -26.4% in 2019. And affected by the epidemic, the retail value had continued to decrease to -46.70% in 2020. In 2021, the fell has shrunk to -14% (Trading Economics, 2021). Figure 1 statistic showed the value of traditional Chinese medicine retail sales in Hong Kong from 2010 to 2020. In 2020, the retail sales value of Chinese drugs and herbs in Hong Kong approximately around 4.1 billion Hong Kong dollars (Yihan, 2021). According to this statistic, we can compare with 2019 that retail sales value in 2020 has significantly decreased because the public awareness of epidemic prevention has reduced the number of diseases. Still, the provisional estimate of sales value and comparing March 2021 with March 2020 on Chinese drugs and herbs have increased +27.7% (C&SD, 2021b). It also proves that consumer has shifted from protection against epidemics to health preservation.
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According to the Group annual report projected the total revenue had decreased to HK$276.9 million (1H2019: HK$296.5 million) in revenue in 1H2020 (Hung Fook Tong, 2020). That data approved the revenue will be related to Hong Kong retail operation when the economic environment changes and consumer' needs drop.
Technological Factor
Since the epidemic has developed for a while, attention on epidemic prevention, maintaining health care has become a new trend for the citizen. In addition, internet search and social media provide a powerful channel for consumers to obtain more information, from which they can inquire about other health products. 
	Figure 2. Increase in online shopping demand
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	Source: J.P. Morgan (2019).



Figure 2 shows the top e-commerce merchants, where 24% of health and beauty business trends are e-commerce (J.P. Morgan, 2019). Hong Kong has more than 4.5 million online shoppers. The e-commerce penetration rate in 2018 was 59.8% and expected to reach 72.6% in 2022. Hong Kong's e-commerce sales have been growing steadily. As the market continues to grow, now is the best time to establish an e-commerce business (Syahirah, 2021). Due to the market having too many substitutes, consumers are susceptible to online information to influence their purchase intentions and decision-making. However, online shopping is prevailing, and it is easier for the consumer to buy at home. Therefore, the B2C business will reduce the volume of physical stores.


Social Factor
According to the Nielsen report in 2018, 50% of consumers have health-conscious of their health and try to keep the current lifestyle to ensure their wellbeing. At the same time, 25% of consumers are serious health maintainers. They will use their way to maintain their health.
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Since the COVID-19 outbreak, 35% of Hong Kong respondents have found a way to make their bodies healthier, and 31% have started to track their mental Health (Manulife, 2020). Thus, health awareness is constantly improving, and lifestyle habits are undoubtedly changing towards a healthier physical and psychological life. In post covid era, they are a growing health consciousness in Hong Kong. Although many consumers had a surge in demand for health products in the early stage of the epidemic, herbal drinks have always been cheaper and effective health products. As a result, the public once again recognised the herbal drinks.

 

[bookmark: _Toc75879727]2.2 Porter's Five Force
Porter five forces is a framework used for analysing the level of competition within an industry and business strategy development (Porter, 2008). We use this model to study the microenvironment of the Group performance in the Herbal drinks business.
The intensity of competitive rivalry:
Hong Kong herbal tea shops have evolved from a traditional business model to modern granules and packaged beverages sold in supermarkets to cater to fashion needs. Nowadays current business model is divided into conventional and new-style shops. Traditional shops maintain a single product category of herbal drinks. And the new-style shops also sell desserts, carrot cakes, fish balls and other snacks. Most competitors hope to maintain product differences with their rivals to counter the competition (Si, 2013).
Threat from new entrants:
Herbal beverages are not a new industry in Hong Kong. Developing a herbal tea shop to establishing a loyalty brand cannot be achieved in a short time. Although new-style tea shops can try to enter the market, they must differentiate their products to compete with market leaders. Hung Fok Tong has certain advantages in providing diversified products to preventing competition.
Bargaining power of buyers:
Most consumers can purchase herbal drinks from physical stores or online stores and choose their favourite brands, or new products launched by other competitors will attract them. In addition, a consumer is price-sensitive when purchasing products. Therefore, they will first look at the product information and compare products of other competitors. These factors will change consumer buying behaviour.
Bargaining power of suppliers:
Since Hong Kong has various types of herbal drink manufacturers and Chinese medicine clinics, there is a particular demand for raw materials. The international trade volume of medicinal plants and their products was 60 billion U.S. dollars n 2010 and expected to reach 5 trillion U.S. dollars by 2050 (Mariana, Murilo and Daniel, 2015). Since the place of origin may be affected by the epidemic and reduce output, it will affect the supply of raw materials to manufacturers. Therefore, when the demand rises, the purchase price will also rise immediately.
The threat of substitutes:
There are many similar Herbal drinks substitutes on the local retail market. As a result, consumers are easy to purchase equivalent products from different competitors. Generally, the substitutions have divided into higher-quality products sold at the same price or sold at a lower price. As a result, their products are easy to be replaced.
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A Summary in Figure 4 shows the result of the five force evaluation. We concluded that Industry Rivalry is high because there are already have the same type and mature sales model competitors. However, the products sold by competitors are so similar that consumer chooses to buy alternatives. And the supplier power is high because of the high cost of importing raw materials. 

[bookmark: _Toc75879728]Chapter 3 - Segmentation, Targeting and Positioning
This chapter will use the STP marketing model to examine the Group's products and market segmentation. The model can help the marketer break down into different consumer groups and target the most profitable segments (Camilleri, 2018).
[bookmark: _Toc75879729]3.1 Market Segmentation 
Since 1999, the Group has rebranded to be youthful, creating a fresh and natural image to target younger consumers. So they are keeping to launch a variety of products to fulfil the younger age segmented customer. 
After the COVID-19 pandemic, the younger generation began to pay attention to health care while continuously driving the growth of the health product market. This growth waked up the Group to increase the investment and upgrades in related business formats to focus on the Y-Gen age group. As health care is becoming a consumer demand, products have also begun to reach and segment into the health-conscious market. Also, Hong Kong's has diverse population provided an opportunity to promote herbal drink culture. That is a chance to let the Group product introduce to more diversified consumers. 
Customer segmentation enables marketers to plan more effective and refined marketing plans. For example, the Group can better use existing marketing communication channels and conduct targeted advertising and promotional activities for the segmented consumer.
[bookmark: _Toc75879730]3.2 Market Targeting
Differentiated Marketing strategies can apply to the market targeting. For example, since herbal drinks have different competitors in the market, the Group must find the advantages of its products and marketing models to promote it by providing various offers, prices, promotions, distributions or some combination of marketing variables (Camilleri, 2018). Or, when necessary, the Group must develop new products or services to achieve differentiation and increase competitiveness. 
Differentiated marketing strategies usually involve targeting multiple market segments, so companies should conduct thorough market research to understand how to meet their selected market segments and develop a marketing plan for each segmented consumer.
[bookmark: _Toc75879731]3.3 Product Positioning
After establishing market segmentation and market targeting, the final stage is product positioning. The Groups can formulate positioning statements to show that they want to occupy a higher position in the minds of target consumers relative to the products or services of other competitors. 
Table 3 shows Hung Fook Tong's product position on cost-performance ratio, their product sold at $24 with a 500ml volume of the bottle. The product comes with an average container at a reasonable price. But the consumer will compare similar products or services on the market. So marketers must develop positioning strategies to increase consumer awareness of their products (Camilleri, 2018). [image: Chart, bubble chart
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Although herbal drinks are considered a mature product in the market, the Group can still position itself in an undeveloped niche market, positioning itself through its high-standard services, additional convenience facilities, etc., to stand out from the competition. 

[bookmark: _Toc75879732]Chapter 4 - Marketing Mix Strategy
[bookmark: _Toc75879733]4.1 Product Strategy
In the current market, All kinds of herbal drinks on the market appear every season. But from the perspective of Chinese medicine. Herbal beverages should be drunk at the right time to achieve their effect. Therefore, we suggest that the Group divide the products into four seasons. Table 4 is according to TCM (Mingpao, 2012), which offer the appropriate products. 
[image: ]


Herbal drink as a sessional product, for these products, typical will make awareness before sales start. Usually, the sales value will increase when the product launches and quickly declines at the seasonal end. Figure 5 shows a concept of the seasonal demand and product life cycle. The model has two surges that can be observed. First is the seasonal peak, and second is the discount for sales (Joffrey and Joannes, 2012). After two-stage, the product will decline. So for meeting the consumer needs or interest, we suggest rotating the product segments based on a different season and providing a discount to upsell the product before starting a decline.
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[bookmark: _Toc75879734]4.2 Price Strategy 
In the market, competitors sell the same products with prices differential to attract the consumer. But using lower price is not an attractive way to draw consumer attraction. When your target consumer seeks quality rather than discounts, you need to show the advantages your brand can provide. Table 5 shows a similar product sold on a different competitor. Again, we can see the price and package differences between each competitor. However, Hung Fok Tong set the product price positioning on an average price level. Therefore, we suggest the Group establish a price strategy matrix (Joel, 1976) to estimate the competitiveness between competitors. As a result, many consumers will choose a trustworthy brand whose products are better than competitors and willing to pay more.
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[bookmark: _Toc75879735]4.3 Place Strategy 
Hung Fook Tong also takes advantage of the geographical location of its branches to help promote the "fast-food culture" of herbal drinks. In 2002, Hung Fook Tong gradually opened the "Health Express" along the Hong Kong Railway. At present, Hung Fook Tong has 115 self-operated retail stores in Hong Kong. MTR station branches account for 54 stores, and most of the rest located in shopping malls in estates (Hung Fook Tong, 2019).
The location strategy of Hung Fook Tong's retail stores is to take advantage of the extensive coverage and flow of people brought by the Hong Kong rail network, hoping to allow more consumers to have access to the products produced by Hung Fook Tong. But at the same time, another competitor also used the same strategy to open many branches along the railway, causing market competition. 
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Table 6 shows the Group uses a total of retail stores to calculate the market share, but some branches are opened in the same area and sell the same products. Those branches will diversify the consumer group and generate the zero-sum effect (Kenton, 2020), so we suggest that Hung Fook Tong perform market segmentation (Wendell,1956) to classify each branch according to different consumer groups. For example, sold fast-moving consumer goods in MTR stations and sold food products on the ground or shopping malls branches.

[bookmark: _Toc75879736]4.4 Promotion Strategy
The primary purpose of a promotional strategy is to enable marketers to inform, persuade or remind consumers and use the media to influence their opinions or arouse their reactions. Due to the company's will change their goals to meet with targeted segment, and use a different format to promote. As a result, this allows a consumer to obtain incomplete information from various channels. The promotional goals should include creating awareness, getting people to try products, providing information, retaining loyal consumers, increasing product sales and identifying potential consumers, and imparting knowledge to potential consumers to "co-create" the products offered. Any promotion way can seek to achieve one or more goals (Lawrence, 2012). 
	Table 7. Promotion Mix Element
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	Source: Mullins, J. and Walker, O., (2013).


Table 7 provided an idea of the promotion mix element by Mullins and Walker (2013). We can evaluate and suggest to the Group for the promotion planning.
Advertising: We still recommend that companies use advertising to promote product information, make more social media platforms, and recommend adding dynamic video ads. 
Personal Selling:  For the Group, which owns a directly operated store, the salesman can conduct face-to-face marketing in response to customer needs. But they must have familiarity with each product.
Sale Promotion: The Group has a substantial branch network is a significant advantage for sales promotion. They can use stores to promote and sell products directly.
[bookmark: _Toc75879737]Chapter 5 - Future Developments in the Area of Marketing
This chapter has performed a literature review to provide a future development focus on increasing brand recognition, retaining brand loyalty, and using social media to promote the organisation image.
According to research (Figure 4), the herbal beverage market will grow during the forecast period from 2021 to 2028. Data Bridge market research analyses that the market will reach an estimated value of US$1.47 billion and will grow at a compound annual growth rate of 9.80% in the above forecast (Data Bridge, 2021). 
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With the outbreak of the epidemic, the increase in consumer health awareness, and the growing trend of young people's demand for Chinese herbal products are the main factors driving herbal beverages. In addition, people's consumption of organic products is also increasing, which will further create new opportunities for the herbal beverage market during the forecast period from 2021 to 2028. The Group still has an advantage in the market. They must seize the opportunity and carry out targeted marketing strategies to attract and retain the potential consumer. 
[bookmark: _Toc75879738]5.1 Increase Brand Recognition
Brand recognition is the ability of the consumer to identify characteristics when a company and a competitor sell the same product. When consumers can see the product, they can immediately associate with the brand even if they do not hear the company name (Will, 2018).
The initial recognition given to the consumer by the Group was to sell herbal drinks. But now, The Group started to sell other products to increase profits. At the same time, there will be other competitors selling the substitute products in the market, and consumers will begin to transfer their recognition to competitors product categories.
To measure the brand awareness and effectiveness of promotional and marketing activities, we recommended that the Group conduct market research for focus consumers and a wide range of consumers. Both auxiliary and non-assisted recall tests can use for these groups. For example, when consumers see similar products, even if the quality of the two brands is the same, look at the customer's memories to remind them of which is easily recall the brand, usually the more well-known ones. To test their ability to think of the brand name in their memory (Stephen and Cindy, 1997). However, the consumer who is loyal to the product should think of the Group right away.
[bookmark: _Toc75879739]5.2 Enhance Social media application
Social media is a powerful and lower costing tool to help an organisation boost up its brand recognition. Facebook, Instagram even YouTube providing a channel to broadcast a mass of marketing promotional and educational material. Figure 5 shows the breakdown of the age group of Facebook and Instagram users, and the age range has reflected the Hung Fok Tong target consumer coincidentally.
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According to Table 5 data, the Group is not without using social media for marketing. But there are only about 80,000 viewers on Facebook, and only 600 people have subscribed on Youtube. Compared with the number of users in Figure 4, the count views do not seem to be desired. Therefore, the Group should utilise social media to help them improve the brand image to increase consumer recognition and building communication. By running a digital campaign to promote their products while also using the platform to educate the consumer to understand the effects of herbal drinks. Thus, the consumer can recognise the company's brand when they think of or see herbal drinks. 
[bookmark: _Toc75879740]5.3 Recommendations and Conclusion
Hung Fook Tong is not an unfamiliar brand, but consumers may only recognise various herbal products instead of the brand when consumers think of the herbal drink. There are different types of herbal tea shops in the market. Some old styles emphasise efficacy and new fashions that pursue convenience, allowing consumers to buy their products anytime, anywhere. In addition, the herbal drink is a traditional product. However, it has listed as an intangible cultural heritage but less known to a younger consumer group. Hung Fook Tong, as a large-scale herbal beverage manufacturer and retail store in Hong Kong, can play a crucial role in promoting herbal tea culture. Let the general public know that besides expensive nutritional supplements, there is also a cheap and effective product that can improve that health-conscious.
In this digital era, the consumer will be able to obtain product information through different channels. The Group must continue to put effort into promoting herbal tea culture through various media. Any consumer segment can be a target consumer to learn the benefits of their product and instil the association with the brand and related products. In addition, we understand that the development of diversified products can increase the Group revenue. Still, we have to suggest that the Group try to return to the basics and allocate resources to develop the herbal beverage market. When consumers think of Hung Fok Tong, they always think of herbal drinks.
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Table 2. Compare of Hong Kong Herbal Drink competitors 2021

Hung Fook Tong Healthworks Hoi Tin Tong Yeung Woo Tong
Sales Channels
E-Shop v v * *
Direct sale outlet v v v v
Retailer v v x x
(Supermarket
sector)
Product Compare
Herbal and Non- v v v v
Herbal Drinks
Tortoise Jelly v v v v
Soups v v * *
Food Products v v * *
Source:
Hung Fook Tong (2021).
Healthworks (2021).
Hoi Tin Tong (2021).

Yeung Woo Tong (2021).





image4.png
Figure 1. Chinese medicine retail sale value in Hong Kong 2010-2020

oo - 5642 557 2Te

1 01 12 1 14

Source: Statista (2021).





image5.png
Top e-commerce merchant segments

302% 2\ 24% N 17.4% oy 1B1%
B2 ®= O =

andeaty electonics apparl
~ ~ =
@ 67% ﬁ 6.6% 2% W g ot o
oters roceres Househols s e

aoods

S . Morgn 2019 Pyt s -G g epo: Dt s b v 0. Mo Mechas Snvices by EGgr, o  Conga-
A IO s S




image6.png
Figure 3. Revealed health-conscious in Hong Kong consumer
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Figure 4: Porter's Five Force model
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Table 3. Herbal drink sales comparison

Hung Fook Tong | Healthworks | Hoi Tin Tong | Yeung Woo Tong
Product Variety s 6 10 9
Volume 500ml 350ml 350ml 730ml
Price $24 $28 $15 31
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Table 4. Herbal drink for seasonal

Season | Month Suitable product

Spring | Mar to May e Chrysanthemum Drink (4& % %)
e Qu ShiTe (&%)
o Floral Herbal Tea (Z it %)

Summer | Jun to Aug o Canton Abrus Herb Drink (# % %)

o Spica Prunellae Drink (F 4 %)

o Rorippa indica soup (¥f ¥ % k)
o Imperatae Cane Drink (#f & ¥ &)

e Sour Plum Drink (##5:%)
e Bitter Herbs Tea (+muk)

Autumn | Sep to Nov o Brewing American Ginseng Drink (j&3f % %)
o Arhat Fruit Drink (& £ %)
Winter | Dec to Feb o Chrysanthemum Drink (4% ¥ %)

o Sour Plum Drink (& #% %)

o Imperatae Cane Drink (4f j& 3 18)
e Chrysanthemum Goji Berry Tea (42.F ¥ it)

e Ginseng Chrysanthemum With Honey Drink ( ) & 1t 3 %)

Source:
Mingpao (2012).
Hong Kong Observatory (2020).
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Figure 5. Seasonal product pattern and life cycle.
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Source: Joffrey & Joannes (2012).
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Table S. Product price comparison (Sold in Outlet)

Healthworks Hoi Tin Tong

Yeung Woo Tong

Product name:
Floral Herbal
Tea Drink

Package Bottle Bottle Bottle
Volume 500ml 500ml 350ml
Price HKD $24 HKD $28 HKD $15

Figure 3. Price strategy matrix.
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Table 6. List of different competitor sale channel

Hung Fook Healthworks | Hoi Tin Tong | Tradition Herbal drink Shop
Tong (Yeung Woo Tong)

Shop Type

Physical Shop v v v v

E-Shop(include v v v v

Mobile App)
Location

MTR Station* v v * *

Ground Shop v v v v

No. of Outlet 115 21 46 22

No. Vendor 17 * x *

machines

Source:

Hung Fook Tong, 2021

Healthworks, 2021
Hoi Tin Tong, 2021

Yeung Woo Tong, 2021
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Promotion mix
element

Advertising

Personal Selling

Sales Promotion

Public Relations

Amount of
information
communicated

Varies: little
information in a
radio or TV ad,
to lots on a
website

Lots of
information

Virtually no
information

Lots of
information

Credibility

Low

Depends on the
credibility of the
company and the
personality and
sales skills of the
salesperson

Not applicable

High

Control over
the message

Good

Poor, but
training helps

Good

Poor

Cost to reach
one customer

Low

Very high in
developed
countries, can
be low
elsewhere

Low and self-
liquidating:
generally pays
for itself as
the product
is purchased

Very low or nil

Strategic

suitability

Well-suited to a
pull strategy.

Well-suited to a
push strategy.

Consumer promotion
supports a
pull strategy.
Trade
promotion
supports a
push strategy.
Supports both

pull and push
strategies.
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Figure 4. Global Heral Beverages Market Forecast 2021 - 2028
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Source: Data Bridge, 2021
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Figure 5. H.K. Facebook & Instagram Users Breakdown by Age Group 2019

HK Facebook & Instagram Users Breakdown by Age Group

(2019 Feb)
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Table 5. Different promotion channel used on competitor

[ Hung Fook Tong | Healthworks | Hoi Tin Tong | Yeung Woo Tong

E-commerce

E-Commerce 4 v 4 4

(include App)
Social media

Facebook v v v

Like count 89.614 14,533 5,663 1423

Ouline video platform

Youtube v v v

Subscription 614 169 209

View Count 679.484 180,790 236,165

Source

Hung Fook Tong, 2021
Healthworks, 2021

Hoi Tin Tong, 2021
Yeung Woo Tong, 2021
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Table 1. A key milestone for Hung Fook Tong Business

Year | Milestone

1986 | Hung Fook Tong founded

1994 | Centralise the product manufacturing

1999 | Rebranding on youthful image

2000 | Launched Plastic bottle product in Supermarket
2002 | Open first MTR retail store

2007 | Open first retail store in Shenzhen

2014 | Listed in HK Stock Market

2018 | Close all branches across mainland China

Source: Hung Fook Tong (2020).





