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[bookmark: _Toc69073065]Executive Summary
The purpose of this consultancy report is to conduct a professional consultancy service to the selected company Hung Fook Tong Holdings Ltd (HFT) with an in-dept analysis of the findings and issues of its retail business based on research methods, literature review and market reports. Hung Fook Tong is a chain of tea shops specializing in herbal tea, healthy food products and wellness drinks. Over the years, HFT has transformed its traditional herbal tea shops to a modern wellness food and drink enterprise through product innovations. It upholds the motto of “Naturally Made, Wholeheartedly Good” to pursue a healthy lifestyle for local consumers. According to Nielsen Corporation, a global marketing research firm, HFT holds the largest market presence in the wellness drink category in Hong Kong for 17 consecutive years. 
Although HFT has been performing well since its establishment, it was found that the company’s brand image is diluting from introducing excessive range of products. The inconsistency of its product range has diluted the brand image and customer’s perception. Therefore, it is essential to HFT to maintain the principles of its core values and clearly define its position in the wellness drink market, thus, to leave a better impression for the potential customers. This report intends to provide analysis of the identified findings and issues by adopting different strategic models including SWOT analysis, Ansoff Matrix and Blue Ocean Strategy. These consultancy frameworks will provide a better proposal of solutions and recommendations for HFT, thereby to strengthen its market position in the wellness drink industry.


1. [bookmark: _Toc69073025][bookmark: _Toc69073066]Company Background
Hung Fook Tong is the largest retailer of Chinese herbal products in the wellness drink market in Hong Kong. The company was listed on the Hong Kong Stock Exchange in 2014. As of June 2020, the company has 115 retail shops in operations with 891 employees. Below sections will provide the history of Hung Fook Tong, and its financial overview.

1.1 [bookmark: _Toc69073067]History in Hong Kong
Hung Fook Tong Holdings Ltd (HFT) is a chain of herbal tea shops commenced since 1986 in Hong Kong by the founders Tse Po Tat, Kwan Wang Yung, and Wong Pui Chu (Hung Fook Tong Holdings Ltd, 2015, p21). The company was listed on the Hong Kong Stock Exchange with stock code 1446 in July 2014 (Hung Fook Tong Holdings Ltd, 2015, p36). HFT adheres to its belief in the benefits of healthy diet and natural ingredients, along with its deep knowledge of traditional Chinese herbal culture, to produce healthy, nutritious, and delicious products for the customers (Hung Fook Tong, 2019). 
HFT started with a traditional Chinese herbal tea shop and later expanded its business into the chain of retail shops by supplying wide range of herbal products and non-herbal products. In 1997, HFT was the first retailer to launch the glass bottled of herbal tea drinks and subsequently introduced plastic bottled drinks in 2000 (Hung Fook Tong Holdings Ltd, 2015, p14). By the end of 2019, HFT has 115 retail shops in operations, mostly located in MTR stations and shopping malls near residential areas (Hung Fook Tong Holdings Ltd, 2015, p10). Consider the acceleration of ecommerce, HFT has been launched the online and social media platforms to attract younger generation and further expand its customer base (Hung Fook Tong Holdings Ltd, 2015, p9).

[bookmark: _Toc69073068]1.2 Financial Overview
With reference to the five-year financial statements of HFT from 2015 to 2019, the sales revenue for the retail business in Hong Kong has been increasing year by year. As reflected from the annual reports, the retail business has been the largest revenue contributor of the Group, which accounted for over 70% of the total revenue since 2016. The revenue growth is mainly due to the product expansions, coupons sales and redemptions while imposing strict control on operating costs (Hung Fook Tong Holdings Ltd, 2019, p11).
From the perspective of the Group’s cost structure, cost of sales, staff costs and rental expenses are the three main fixed costs and variable costs for HFT. As a percentage of revenue, cost of sales represented an average of 38.28%, staff costs represented an average of 30.54%, and rental expenses represented an average of 19.15%. Besides these three main cost factors, the company has relocated its production facilities from Shenzhen City and Suzhou City to Kaiping City, China (Hung Fook Tong Holdings Ltd, 2019, p11). Moreover, HFT has introduced the smart vending machines in 2018 to expand its retail network thereby increasing its economies of scale and reducing rent and staff costs (Hung Fook Tong Holdings Ltd, 2018, p13).

[bookmark: _Toc69073069]2 Project Aim and Objectives
The aim of this project is to propose suggestions to HFT to solidify its position in the wellness market industry by product diversification, improve customer orientations, and reformulation of its existing products category. Project objectives describes the desired results of a project which should be specific, measurable, achievable, realistic, and time-bounded (Clear Review,2019). This project will identify three major objectives of how the aim of this project is expected to be accomplished. The following sections will explain the requirements for each objective of the project.

[bookmark: _Toc69073070]2.1 Product Diversification
Product development is essential to every business, in particularly for retail businesses when companies often employ product diversification to stimulate the sales volume and increase revenue. By providing variety of products, the company can boost up the brand image, gain competitive advantages and expand customer base. 
HFT has been doing well in the traditional herbal tea industry. It aims to provide healthy diet to customers by supplying nutritious and healthy products. Chinese Style Soup and wellness drink products are their best-selling products. By utilizing its strengths to further diversify its flagship products can greatly increase its brand awareness in the market. To expand the product range to oat products category is one alternative to retain its brand image and adhere to the company’s core values. Oats contain water-soluble fiber β polydextrose which will not be absorbed by the body, thus, to help reducing bad cholesterol in the body and reduce cardiovascular diseases (Healthline, 2016). Furthermore, oats have been once rated by a popular American magazine “Time” as one of the world’s top 10 superfood. As superfood is nutritious food which provides numerous health benefits, HFT can introduce oat product category to intensify its health diet image and sustain its leadership position in the market.



[bookmark: _Toc69073071]2.2 Improve Customer Orientation
The customer value proposition is when the company can create customer engagement by delivering the benefits of products and services to the potential customers (Newman, 2021). It is also the main purpose for every business to earn the potential customers’ loyalty. Consumers’ behavior and beliefs are changing rapidly nowadays, they are becoming more demanding, attached to new market trends, being more environmentally friendly, focusing on value for money, and focusing on convenience. Hence, every business should cope with the rapid change by rethinking the business strategy to cater the consumers’ needs.  
HFT aims to provide convenience shopping experience to its potential customers by introducing the plastic bottled drinks. To cater the contemporary consumers’ needs, extending the flagship products of its best-selling item Chinese Style Soup to portable canned soup can offer immense convenience shopping experience for the consumers. Moreover, portable canned soup provides longer shelf time, easy for storage, and reduce the risk of breakage (H.T. Work Ltd, 2018). Most importantly, portable canned soup can be consumed instantly. 

[bookmark: _Toc69073072]2.3 Reformulation of Product
As everyone knows that sugary drinks are unhealthy to human health. It gives energy to our body but at the same time increase the risk of health problems with high sugar consumption. The World Health Organization (WHO) has published many articles and guidelines about the health impact of sugary drinks and recommended to reduce the sugar consumption. The rise of sugar-free beverage invention has caused consumers to shift away from the sugary drinks. People often perceived sugar-free beverages are healthier than sugary beverages, however, many studies claimed that there is no evidence to support such view (Brogan, 2017).
Typically, every business tends to extend its product line or reformulating an existing product as business grows. HFT strives to introduce wide range of wellness drinks products every year to keep its current customers engaged while trying to appeal more new customers to buy its products. As customers are the driving force for product diversification, it is essential for HFT to understand the consumers’ concern on wellness trend today, which is low calories and less sugar diet. To reformulate the existing wellness drink products by using natural sweeteners is an option to reduce calories and sugar intake (EurekAlert, 2020). Although natural sweeteners are safer than sugar and artificial sweeteners, it ought to be used only in moderation. 

[bookmark: _Toc69073073]3 Project Definition
Brand image is an important asset for every organization. It can be measured by numbers of internal and external factors including products and services, customers, and company’s identity. This section summarizes the issues of HFT’s brand dilution from the above-mentioned factors.

[bookmark: _Toc69073074]3.1 Lack of Leading Product
Offering multiple product categories for consumer’s selection can draw more customers and increase revenue. However, it may also create misperception to consumers about the company’s brand. As consumer’s perception relies on the products and services offered by the company, varieties of unrelated product offerings may dilute the company’s brand image. 
HFT supplies wide range of products including homemade dishes, long shelf-life drinks, Chinese style soups, nourishing deluxe, dessert and tortoise herbal jellies (Hung Fook Tong, 2019). In addition to these products, the company also provide homemade snacks such as “Shao Mai”, chicken wings, curry fish balls, steamed rice roll, sticky rice wrapped in lotus leaf and Chinese buns (Hung Fook Tong, 2019). 
Throughout the research study of HFT, the researcher found that the company carries broaden range of products in which creates confusion to the consumers and feels disconnected from the company’s core values. Even though HFT supplies varieties of wellness drinks and Chinese Style soups, it is difficult to distinguish which product categories are the company’s leading products.

[bookmark: _Toc69073075]3.2 Shifting Away from The Company’s Core Values
Company’s core value is important for every business as it helps to deliver the main principles and beliefs of the company to its customers. It helps the company to stick to its core values to ensure the business is running smoothly (Wolff, 2016). Most importantly, company’s core value helps to educate the customers to understand the company better (Bas, 2020). 
Like any other businesses, HFT has its own core values. The company has its strong beliefs in the benefits of healthy diet and natural ingredients, thus, to provide healthy, nutritious, and delicious products for the customers (Hung Fook Tong, 2019). Among all the company product lines, the homemade snacks series are mostly processed food which contains high calorie and energy and have relatively low nutrients. Although these processed foods may help attracting more customers and stimulate the revenue, it unconsciously creates a misalignment with the core values that the company aims to provide. Moreover, the customer’s perception on the brand’s image may be weakened, as the foundation of HFT’s brand image is to provide healthy and nutrient diet.
[bookmark: _Toc69073076]3.3 Weak Core Competencies
To be successful in a retail industry, the company must have its core competencies. Strong core competencies create greater customer values, build long-term competitive advantages, and prevents imitation from competitors (Bhasin, 2015). Company identity, on the other hand, has a direct relationship with the company’s core competencies. The products or services offered by the company should be recognized and known by the customers to build the company identity.
HFT is known as a chain of modern wellness food and drink herbal tea shops. Plastic bottled herbal tea drinks have becoming more common in the wellness drink market in the recent years. Today, all kinds of herbal tea drinks can be found in the local chain stores and supermarkets. Similarly, there are various assortment of pre-packed Chinese Style Soups on the market which serves different health purposes. Some of the well-known pre-packed Chinese Style Soups aims to promote low calorie, low solidum and low salt as the selling point. Despite HFT continues to expand its product varieties, it is worth to consider introducing some unique products to strengthen its core competencies in the wellness drink market. 

[bookmark: _Toc69073077]4 Research Methodology
This study is to investigate how the top retailer of herbal tea chain store, Hung Fook Tong, can solidity its healthy diet image in the wellness market in Hong Kong. By applying various frameworks to derive with suggestions for the HFT to strengthen its current position. The following sections will provide the research methods and frameworks of the study.

[bookmark: _Toc69073078]4.1 Research Methods
The research will be conducted by using secondary data collected from company annual reports, market reports, and literature reviews. The five-year company annual reports of HFT will be used to provide better understanding of HFT business performance, specifically in the retail business segment in Hong Kong. The consolidated financial statements provide the overview of the financial performance of the company in terms of its revenue and cost structures. Whereas the consolidated cashflow statements summarizes the cash movements of HFT and the working capital capacity to fulfil its debt obligations. Furthermore, the mission statement from the Group outlines the company’s direction which explains the vision of HFT development moving forward.  
Market reports are used to support the analysis of the health and wellness market trends as well as the contemporary customers’ eating habits. Market surveys, data analysis and market assessment help to analyze the risks and opportunities in the wellness drink market thereby to derive with the strategic proposal for HFT. Market reports tell the current economic situation of the industry. It helps guiding the business with appropriate strategic approaches and make business decisions. In this research, market reports are widely used to support the findings of HFT and provide evidence of insights. Throughout this research, some literature reviews are used to demonstrate the research findings in response to the aim of this consultancy report. It enables to define the research problems and questions thus to provide novel insights of the study.

[bookmark: _Toc69073079]4.2 Research Framework
This report aims to provide an analysis of findings based on the results of information collected from the secondary data including annual reports, market reports and literature reviews. The purpose is to identify the major problems that exist in the business model of HFT and suggest solutions to the problems by using various strategic models such as SWOT analysis, Ansoff Matrix, and Blue Ocean Strategy. 
Although HFT has been rated the top retailer of the herbal tea chain store in Hong Kong, its brand image tends to dilute from offering expansive range of inconsistent products. As explained in section 3, it is crucial for HFT to strengthen its core competencies to sustain its leadership position in the wellness drink market by product differentiation.  Adhere to its principle of providing healthy diet and nutritious products to consumers. And focus on its core product category to reinforce the customer values. Next sections provide critical analysis on the findings and apply the respective strategic models to demonstrate how HFT can strengthen its healthy image thereby solidify its position in the wellness drink market. 

[bookmark: _Toc69073080]5 Analysis and Discussion
This section focuses on the analysis of findings which have been addressed in section 3. Follow by adopting different strategic models or frameworks in response to the existing problems of HFT’s business model.

[bookmark: _Toc69073081]5.1 Determine the Flagship Product
A flagship product refers to the company’s major product that can satisfy the customers’ need and want, which should be promising, prominent, and creates values for customers thus to make the company’s brand well-known and successful. Every business may have varieties of products for many reasons. For example, the best-selling products can alleviate the negative growth of the low selling products, attract more customers, create revenue stream, and increase productivity. 
HFT has been introducing new products every year. In recent years, HFT has introduced other product categories that are outgrown from a traditional herbal tea shops supply. The horizontal line extension unintentionally has diluted the brand’s image. Such product innovations confuse and alienate the mind of the customers from the brand’s beliefs. These new product lines may not resonate with the existing customers but also cannot appeal to new target audience. When the customers need to choose the similar products in the market, they tend to aim for brand recognition, therefore, it is important to maintain the brand consistency, consumer trust, and positive reception by the customers (Poelmans, 2019).

[bookmark: _Toc69073082]5.1.1 Four Actions Framework Tool for Blue Ocean Strategy
Blue Ocean Strategy (BOS) explains companies should open an uncontested market space to make the existing competition irrelevant, and to create new demands while pursuing differentiation and low costs (Kim et al, 2005, p12). While there are similar products in the market, HFT should go beyond the existing market space by adopting the BOS strategic approach rather than fighting with the competitors for the limited growth in the market. The following BOS strategic tool, four actions framework, will explain how a vertical line extension creates a new market space for HFT thus to increase its value innovation. 

Figure 1: Four Actions Framework for Creating New Value Curves
[image: ]

Source: W. Chan Kim & Renee Mauborgne. 

Figure 1 above illustrates the four actions framework of BOS. This framework is designed to split the trade-off between low-cost and differentiation to make way for creating a new value curve (UKEssays, 2017). The four questions will address the key actions to consider when HFT aims to refine the existing product, Chinese Style Soup.

[bookmark: _Toc69073083]5.1.1.1 Raise
Examine the price of the best-selling products such as wellness drinks and Chinese Style Soups according for the differences in customers and situations. Apply different price adjustments including discount pricing, promotional pricing, and segment pricing to increase revenue. Each pricing strategies can be beneficial to the consumers and increase revenue for HFT. Discount pricing and promotional price both has an effect of rewarding to the consumers, increase short-run sales, and clearance of excessive stock. Whereas segment pricing target to a specific group of consumers such as students, senior consumers, and selected group companies.

[bookmark: _Toc69073084]5.1.1.2 Reduce
Avoid excessive of wellness drinks products for retail to limit the selections for consumer’s choices and spare the limited storage space for new products. Investigate the selling trend for each wellness drink products and try to reduce the stock of the slow-moving products. Focusing on those fast-moving products will help to increase market share by increase in sales volume and revenue. Evaluate the selling trend based on geographic location to determine product’s retail selections. The goal is to reduce the choices of selections of products rather than phase out the inferior products.

[bookmark: _Toc69073085]5.1.1.3 Eliminate
With the advancement of technology, HFT can leverage the social media platforms for its new launched products and promotions to reduce its advertisement costs. Different from the traditional advertisement such as television ads, magazine ads, and billboard ads, social media platforms are more effective in delivering the company’s information to all target audience. The frequency rate to reach to consumer is much faster compared to traditional advertisement. Furthermore, it is more cost-effective to make use of internet as a marketing tool.

[bookmark: _Toc69073086]5.1.1.4 Create
Given there are numerous selections of pre-packed Chinese Style Soup in the market, HFT can transform the packaging material of its soup product by using aluminum can container to stand out from the existing market. Repackaging gives a fresh and innovative way which can draw the customers’ attention easily. An innovative packaging reflects a better quality of the products in the mind of consumers. Alternatively, repackaging creates conveniency to both customers and HFT in terms of storge and preserving time. 

[bookmark: _Toc69073087]5.2 Develop a New Product Line in Response to The Core Values
A new product development helps HFT to retain the current customers and attract new potential customers. As discussed in section 3.2, HFT supplies processed food which contains high calorie and energy and have relatively low nutrient. It causes a misconception to the loyal customers about the core values of the company. To strengthen its core values, HFT should focus on developing healthy nutrient products such as oat product category. At the early stage, HFT can target to instant oatmeal to test the market reactions. Aside the benefits of oatmeal as everyone are aware of, it is one of the best options for breakfast choices as it is low cost, filling, and nutrients. 

Figure 2: Global Oatmeal Market
[image: ]
Source: Allied Market Research

The above figure 2 illustrates the global market growth forecast of oat products between 2018 and 2027. Apparently, the instant oats have a significant growth compared with other oats category. It is estimated to be the most lucrative market in the wellness industry because of its ease of cooking and the nutrients it provides. (Allied Market Research, 2017).

[bookmark: _Toc69073088]5.2.1 Ansoff Matrix
Ansoff Matrix is a strategic planning tool to analyze and plan for the company’s growth. The matrix was developed by H. Igor Ansoff in 1957 (Ansoff, 1957). The famous hypothesis “Red Queen” once said: ‘Now, here, it takes all the running you can do to keep in the same space. If you want to get somewhere else, you must run at least twice as fast as that!” (Ansoff, 1957). This hypothesis means every business must continue to grow and change twice as fast as the change of the economy, thus, to retain the relative position in the industry. Ansoff Matrix has four strategies including market penetration, product development, market development, and diversification (Kasi, 2020). The following section will discuss the growth of developing oatmeal category by adopting one of the strategies from Ansoff Matrix: market penetration.

[bookmark: _Toc69073089]5.2.1.1 Market Penetration
Market penetration concentrates on the existing market by using existing product to compete in the business rival more effectively to increase sales performance.  This strategy can be used to boost sales whilst persisting to the core values of the company. Consider there are numerous types of oatmeal in the market, HFT can offer plain instant oatmeal, sweeten or unsweetened, or by adding different favor including corn, pumpkin, and carrots. At the initial stage, HFT can launch special promotion scheme to encourage customers to try out the varieties of the products. When the sales volume reaches to the certain level, it may be worth to consider price adjustment. By applying low-cost strategy, the entrance of competitors can be avoided thereby keeping the loyal customers. Meanwhile, increase in production volume to compensate for the low pricing thus to sustain profitability.

[bookmark: _Toc69073090]5.3 Core Competencies
Core competency is the key factor for every successful business to differentiate from the industry competition in terms of skills, products, services, and capabilities. Over the years, HFT has made tremendous efforts to keep its customers engaged through product diversifications. However, such product innovations seem to drift off the track from the company’s core competencies in which result in brand’s dilution. Therefore, it is important to strengthen the company’s core competencies to sustain the leadership position in the market.
To retrieve the prestige of HFT in customers’ mind, HFT should focus on strengthening its core wellness drinks category. By reformulating the wellness drinks to identify the benefits which offers and adhere to the mission of HFT to provide health diet to customers. The purpose of reformulating the wellness drinks is to remove any unhealth ingredients such as sugar and re-design the products with healthier ingredients and that is natural sweetener, stevia. Stevia is a natural sweetener and sugar substitute derived from the plant species, stevia rebaudiana and has been widen used in food and beverages today (Cox, 2018). Stevia has nearly zero calories, and it is 200 times sweeter than sugar (Cox, 2018). Using stevia sweetener as sugar substitute in the wellness drinks products can reduce the calories and carbohydrates significantly therefore to offer healthy diet.

[bookmark: _Toc69073091]5.3.1 SWOT Analysis
SWOT analysis is a very common strategic tool to evaluate a new project for the company. This technique can be used to determine and identify the Strengths, Weaknesses, Opportunities, and Threats of the company (SWOT). In this section, a SWOT analysis will summarize all the internal and external factors that HFT assesses for the reformulation project.

Table 1: SWOT Analysis for HFT reformulation project
[image: ]
The above table shown that the external environment is keep changing such as consumers’ health awareness and forthcoming competition on similar product offerings, HFT must leverage its strengths to eliminate the threats and strengthen its weak area to be success in the market. 
[bookmark: _Toc69073092]6 Recommendation and Conclusion
Although HFT has been rated as the top retailer in the herbal tea market in Hong Kong, its brand image seems to be diluted from its core values. During the research study, some major findings were identified and was proven that excessive of inconsistent products has led to brand dilution. Despite HFT has managed well to sustain a healthy financial position through product innovations and imposing cost control, it was proven that the company should utilize its strengths to solidify its core values and to build strong core competency thereby to strengthen its leadership position in the wellness drink market. 
Based on the secondary data collected from the company’s annual reports, market research, and literature review, an in-depth analysis was provided to support the insights. Suggestions has also been made to HFT based on the strategic models including SWOT analysis, Ansoff Matrix, and Blue Ocean Strategy. These strategic models have demonstrated how HFT should take its strategy to create an effective plan to improve the existing business model and achieve the goal.
This report was solely focus on the brand dilution of HFT based on the research results of the available data sources. Other issues relating to HFT business model could be identified in the future studies due to the change in economic conditions or health awareness in consumer’s mind. The suggestions given to HFT was targeting the aim of solidify its brand position in the market. However, other recommendations, such as retail management, research and development management, financial management and technology management, can also be the elements to enhance the brand awareness in the market.
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. N equivalent): (consultancy project
A project report report)
Submission « 12 April 2021 (4,000 | Retus date  of [+ 3 May 2021
deadline: words essay) provisional marks &
‘written feedback:

All written assessments, where practical and possible, must be submitted via
Tumitin unless otherwise instructed by the Lecturer. (Please DO NOT put this
assessment specification into Tumitin or it will match many similarities with
other students’ submissions.)

Submission
method:

Alternative submission method (if applicable):

Late submission of the assessment will result in a late penalty mark.
Penalties for late submission: Up to one week late, maximum mark of 50%.
Over one week late, 0%. Only the Extenuating Circumstances Panel may
approve a change to submission dates

Academic Academic honesty is required. In the main body of your submission you must
honesty / give credit to authors on whose research and ideas your work is based
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FOUR ACTIONS FRAMEWORK

® Chan Kim & Renée Mauborgne. All rights reserved.

The Four Actions Framework developed by W. Chan Kim and Renée Mauborgne is used to reconstruct buyer value elements in crafting a new value curve or
strategic profile. To break the trade-off between differentiation and low cost in creating a new value curve, the framework poses four key questions, shown in the
diagram, to challenge an industry’s strategic logic.
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Strengths Weaknesses

 - Remarkable company branding  - Lack of customer oreientation

 - Market leadership position  - Inconsistency of product categories

 - Wide product portfolio  - Small business scale

 - Convenient locations

 - Large customer base

Opportunities Threats

 - Develop an unique product line based on 

exising products

 - Customers' health awareness is increasing

 - Immense opportunities to develop health-based 

products

 - Fierce competition go after the first mover

 - Increase standardization to focus successful 

product categories
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