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Executive summary
Nowadays, people care more on their own health than ever before, especially after the catastrophic pandemic of COVID-19 globally. With the development of science and technology, people know themselves better from different channels, i.e., the internet or family doctors, and they are willing to purchase and take supplements continuously if necessary to keep fit. 
Zhongke 5X Ganoderma Spore product is a product that can improve one’s immune system and improve one’s health with scientific support. The ingredient of the product is traditional precious Chinese medicinal materials – Ganoderma etc. This report will analyse this product from different angles, including the overall Ganoderma Spore product market analysis, competitors’ products comparison, its current marketing strategies, bottlenecks of its expanding etc. Based on the current situation and analysis, to give suggestions and recommendations to the company in terms of increasing this product market share in the coming 3-5 years in Hong Kong market. 
Chapter 1 will be the introduction the industrial environment and the company background, it will also include more information about the report scope and objective. Chapter 2 is the analysis of the current product and company situation by applying PEST and SWOT tools. Chapter 3 will be the further exploration of the company’s mix strategy by STP, 4P models etc. Chapter 4 will be some suggestions and recommendations the author raised, based on the previous analysis of how to improve the sales and expand the sales marketing. The key actions will be improving the brand awareness and recognition, extending the target customer segment and applying different marketing methods towards different customers. 
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1.0 Introduction

This chapter will introduce the industrial environment, Zhongke group background and scopes and objectives of this report. 

1.1 Industrial Environment
In Hong Kong, more and more people focus on health of the family and themselves. According to the research that done by Hong Kong Health Food Association and Social Sciences Research Centre (2019), there are nearly 60% of the respondents took health supplements in the past half year. It is estimated that more than 3.5 million people in Hong Kong have a habit of taking health supplements. The trend compared with 2014 (30%) has increased significantly. 
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Figure 1.1 Purpose of taking health supplements. Source: Hong Kong Health Food Association and Social Sciences Research Centre (2019).
According to Figure 1.1, health products fit in the purpose of maintaining better health and gut health, which matches 43% of consumers’ purposes of taking health supplements. These products include Vitamins, Cordyceps sinensis products, Ganoderma products etc. That means 1.5 million people in Hong Kong are willing to purchase the health product for the purposes of maintain the health (Hong Kong Health Food Association and Social Sciences Research Centre, 2019).
In Hong Kong, people prefer to have precious Chinese medicinal products to keep health. It includes Ganoderma product. About 50% of consumers will prefer to purchase the Ganoderma product from dominated retailers, such as Mannings and Watsons (Hong Kong Health Food Association and Social Sciences Research Centre, 2019) or the brand online purchasing website as the value of the product is high, consumers care about the product quality. 

1.2 Company Background
The company Zhongke Health Industrial Ltd. established in 1984 in China. Now it has 60 subsidiary corporations all over the world. Unlike some of its competitors to have OEM (Original Equipment Manufacturer) for manufacturing. The group has its own herbal planting fields, global-leading unique and advanced production technology. The group is always proud of their expertise in the industry. It has 2 items of anti-cancer pure Chinese medicine which are currently under the clinical trial; The company owns Chinese and international patent, over 151 items (Zhongke, 2021a). 
In terms of Hong Kong market, the company products have got all required certification to serve the Hong Kong health product market. It has multiple production lines, including Cordyceps sinensis products, Ganoderma products etc. This report focuses on the Zhongke 5X Ganoderma Spore product. (Zhongke, 2021b).
1.3 Scopes and Objectives

This report will focus on the Zhongke 5X Ganoderma Spore capsule product, to analyze its marketing position and promotion methods in Hong Kong, to identify the areas it can further develop to increase its sales and market share in the Ganoderma Spore capsule industry. 
2.0 Situation Analysis
This chapter will demonstrate the existing environment and forecast, the likely effect and impact in the coming three years.

2.1 PEST analysis
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Table 2.1 2021 Global Retail PEST Analysis. Source: Goller, (2021)

According to PEST analysis (Aguilar, 1967) – political, economic, social and technological, it is a management method to assess and evaluate the company’s major external factors which influence its operations in order to become competitive in the market. Table 2.1 is the retail PEST analysis 2021 globally. 

The global situation does not entirely fit Hong Kong market. However, there are some factors that impact the global market including Hong Kong, i.e., the global economy suffered from COVID-19, concerns on global environment issues etc. Based on the PEST analysis theory and combining the Hong Kong market, below is the Zhongke 5X Ganoderma Spore products PEST analysis. 
2.1.1 Political
Zhongke products fit all the related product regulations in Hong Kong, like its main competitors, including Good Manufacturing Practices (GMP) certification, ISO9001, ISO14001 and OHSAS18000 (Hong Kong Council for Testing and Certification, 2015). However, the country of origin is China which is less welcomed or accepted by Hong Kong consumers.
2.1.2 Economic
Based on chapter 1.1, purchase power for health products has penitential 1.5 million people * average monthly spending HKD 453 * 12 months = HKD 8.1 billion. (Hong Kong Health Food Association and Social Sciences Research Centre, 2019). Therefore, it is a huge market for health products. However, the global economy growth has been slowed down or being negative growth since COVID-19. It also impacted consumers purchasing power.
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Figure 2.1 GDP per capita (USD) – Hong Kong. Source: World
Bank (2020a)
Above figures show the GDP growth of Hong Kong. For the past two decades, the GDP was doubled (Word Bank, 2020a), which makes people have more money to spend on supplement or healthy products.
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Figure 2.2 GDP growth (annual %) – Hong Kong. Source: World
Bank (2020b)
This chart shows the GDP growth percentage of Hong Kong. In the past two decades, most of the years, Hong Kong had a positive growth rate of 1% to 8% growth rate (World Bank, 2020b). This also brings positive economy effects.
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Figure 2.3 Unemployment rate – Hong Kong. Source: Trading Economics (2021)
The unemployment rate in Hong Kong was quite stable and low from 2010 before the COVID-19 pandemic (Trading Economics, 2021), which is good to the economy and purchasing power. 
Based on above data for Hong Kong economy, there is potential purchase power as GDP keeps high. The high unemployment rate and GDP declining makes the overall business atmosphere for retail becomes tough since 2020. 
2.1.3 Social
Hong Kong is the area that has the longest life expectancy (World population review (2021). People in Hong Kong pay more and more attention to their health (Hong Kong Health Food Association and Social Sciences Research Centre, 2019). According to figure 2.4 below, it can also be forecasted that the aging population is growing more in the coming decades. The elderly are the target customers for health products in Hong Kong. 
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Figure 2.4 Elderly population by age group - Hong Kong. Source: HK Economy (2019)
The forecast for elderly population shows the number of age > 65 years age in Hong kong will grow from 1.3million in 2018 to 2million in 2030 and the trend is keep growing. This shows the demand will keep growing for the health products. 
2.1.4 Technological
In general, product technology is very important to the effectiveness of the Ganoderma products. Zhongke implements the most advanced technology in the industry, including unique physical 100% shell broken technology with patent (Zhongke, 2021a). Zhongke need to deliver the technological advantage to an easy-to-understand message to consumers, in order to build consumers’ confidence to the product.
2.2 SWOT analysis
Applying SWOT analysis (Pahl, Richter and Berlin, 2007), and based on above information, Zhongke Ganoderma Spore product can be summarized to fit in below SWOT analysis:
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Figure 2.5 Zhongke own facility. Source: Zhongke, 2021a
From Zhongke’s corporate homepage, it shows strength of unique technology, it’s high quality of ingredients, they have their own growing plant and manufacturing instead of OEM mode. 
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Figure 2.6 Patent of production method
The company has got many industrial leading production method, some of these have patents, i,e,. show in Figure 2.6. In the Ganoderma products, this production method can help to have better effectiveness of the product.

The weaknesses of the product or company are mentioned earlier in the paper: brand awareness, country of origin is China and no online sales provided. 

The opportunities are: aging population as demonstrated earlier, longevity and current COVI-19 circumstances. 

The threats are substitute products and people may fear of supplement dependence (Journey, 2019, p.2).
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Table 2.2 SWOT analysis – Zhongke Ganoderma Spore product, constructed by the author
In summary, it can be forecasted the overall market for the Ganoderma products in Hong Kong is expanding and growing in the coming three years or longer term. Zhongke products have the opportunity to gain more market share in Hong Kong, as long as the company applied appropriate marketing strategy in the coming 3-5 years. 
3 STP and Marketing Mix Strategy

Previous two chapters have illustrated Zhongke Ganoderma Spore products’ advantage and disadvantage by applying PEST and SWOT models. This chapter will focus more on its current marketing position and marketing strategy.

3.1 STP Model Analysis
According to STP (Moutinho, 2000), the current Zhongke Ganoderma product mainly fits in below segmentation, targeting and positioning. First of all, the market of this product is Ganoderma products in packaging of capsules. In this report and analysis, it will compare Zhongke Ganoderma products with four main competitors, Roy Medic, Vita Green, Eu Yan Sang and SZYY. To better understand the marketing strategy of Zhongke Ganoderma product, the author had a conversation with the marketing manager of Zhongke HK Ltd, Mr Wong.
Segmentation: Health conscious, age, income (Wong, 2021).
Targeting: Based on health conscious, it targets people with chronic illnesses; based on age, it mainly targets middle age or above (> 45 years old). Based on income, it mainly targets middle class who can afford to continuously purchase supplements (Wong, 2021).
Positioning: The most effective elements for consumers to make a purchase decision among different brands is the food label and ingredients (Ares et al. 2013), which means consumers compare the quality of the product and put quality as an important factor of purchasing. In this analysis, the two elements are price and quality which influence consumers to make the final purchase decision. The quality will also impact the consumers’ decision of continuous purchasing. Checking the main competitors, here are the main findings:
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TTable 3.1 Price comparison. Source: Mannings (2021)

According to above table 3.1, Zhongke product sells the lowest price and Vita Green sells the highest price. 
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Table 3.2 Quality comparison. Source 1: Mannings (2021); Source 2: Royal Medic (2021); Source 3: Vita Green (2021); Source 4: Eu Yan Sang (2021)
Based on ingredient and technology to define quality, Zhongke Ganoderma product has highest quality and lowest price. Royal Medic and SZYY have competitive price as well which is close to Zhongke’s price, but their quality is much lower. Eu Yan Sang holds high quality, but price is 1.5 times of Zhongke’s price.
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Table 3.3 Product country of origin. Source 1: Mannings, (2021)
Moreover, according to Mandler, Won and Kim (2017), country-of-origin (COO) plays an important part to consumers’ confidence when they purchase products. Producing in China turns Zhongke into a relatively disadvantaged position. This is also confirmed by Wong (2021) based on the company’s customer feedback and market investigations. 
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Figure 3.1 Positioning analysis of Ganoderma capsule products
Therefore, based on the price and quality, the Zhongke Ganoderma product is with high quality and low price comparing with its main competitors. 
3.2 Marketing mix strategy
Perreault and McCarthy (2002) mentioned 4P is probably the best-known way of defining market mix. These 4Ps can influence a consumer’s decision-making. These 4Ps are product, price, placement and promotion. Table 3.1 and 3.2 have demonstrated Zhongke Ganoderma Spore product and price position. 

In terms of placement, Zhongke Ganoderma products only have two sales channels (Wong, 2021), purchase from their office in Causeway Bay or purchase through their sole distributor Mannings. There is not any other distributors, or any online purchase available for the customers. In Manning shops, the company has been working with Mannings to place their promoters or salesperson in some of the stores, and by doing this, the sales figures for the Ganoderma products increased a lot compared with those shops without salesperson (Wong, 2021). 
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Figure 3.2 Zhongke’s printed advertisement. Sourcing: Mannings (2021)
For promotion, the brand mostly focused on traditional advertising of newspaper by working with 77-year-old actor Ha Yu. It does not apply much digitalized promotion methods. The other way to build up new customers from Mannings by Zhongke’s in-shop promoters (Mannings, 2021).

4 Future Development and Recommendations

Based on above information and analysis, it shows Zhongke Ganoderma products are high-quality products with some bottlenecks to obtain customers’ interest and confidence. That is to say, once the bottlenecks are fixed, there are many marketing strategies and activities the company could trial or implement to expand its market share and revenue.

4.1 Building brand awareness and recognition
Brown et al. (2006) stated that there are two levels of brand identity and image. The first level is on organizational identification of how the company develops a unique image and corporate differentiated. The second one is an individual level investigation, to understand what company stakeholders think of it. For the Zhongke Ganoderma product, based on the STP analysis, building the brand awareness, and then building the brand recognition is the first and foremost steps for all marketing activities. In order to do achieve this, Zhongke need to look at below actions.

One is to change the product country of origin from China to Hong Kong. The company has launched one of their products – Strong Bone Health, which is made in Hong Kong instead of China. This is the first product made in Hong Kong, Strong Bone Health, compared with one of the other product – Cartilage-care with similar effectiveness but made in China, has 3 times of sales of Cartilage-care based on the sales figures provided by Wong (2021). 

Another is to promote their uniqueness of ingredients and production technology. Claessens (2017) mentioned that there are four types consumer products, show as table below. It is appropriate to classify Zhongke Ganoderma product as ‘specialty products’. Customers have strong brand royalty, low price sensitivity. They can set price high in this case as long as the quality and brand itself gives customers enough confidence. They have sole distributor Mannings which they do not necessarily to spend extra money and cost to expand. The promotions should be more targeted to specific customer segments and delivery carefully. Zhongke should promote their brand uniqueness of high quality of ingredients and unique patented production technology. They can emphasize their unique technology through newspaper advertisement and training to their Mannings in-shop promoters to make sure the information was delivered to end-customers. 
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Table 4.1 Types of Consumer Products, source: Claessens (2017)

4.2 Corporate Growth Strategies
According to Ansoff matrix (Bachmeier, 2013), Zhongke Ganoderma product fits in “Market Penetration” strategy as the product is current product sold for over 10 years and the market is current market. Market penetration strategy includes: increase market share; increase product usage by increasing frequency or quantity of use, or new applications. In Zhongke case, they can promote the frequency of use by reminder the customers keep having their products, especially when they are sick, or during this special period of COVID-19. They could also evaluate if it is worth to have new promotional packages. For example, bundle with other products of theirs or quarterly pack to customers, which some of the competitors have done. Some seasonal packages might also be considered as gifts to friends or families. For example, special package for Father’s Day or Mother’s Day to increase the sales during festivals.
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Table 4.2 Ansoff Matrix - Penetration, source: (Bachmeier, 2013)

After Zhongke has built their brand awareness and recognition, and customers’ confidence as mentioned in previous chapters, Zhongke can think about ‘Market Development’ strategy to grow its business. This strategy includes expanding markets for existing products. For example, geographic expansion or target new segment. For Zhongke, they can keep the same product, but target younger generation. Try to expand the target customer to younger age of health-conscious group. For example, 30-45-year age office ladies. They care about their health, and also care about their family member’s health, husbands, kids, parents. Zhongke’s product package, marketing strategy, promotional method needs to be adjusted to attract this new target segment. 
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Table 4.3 Ansoff Matrix – Market Development, source: (Bachmeier, 2013)

According to Weinstein (2013), when looking at targeting from broadly to narrowly, there are four types of marketing strategies. Zhongke is now putting themselves into concentrated marketing as they only promoted by newspaper, not focus on social media or other kind of advertisement. The relatively younger generation, for example 45 years old or Less than 45 years old, will be less sensitive to newspaper advertisements. In the future, Zhongke needs to expand their target customers to re-define their marketing strategy. 
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Figure 4.1 Target Marketing Strategies, source: Weinstein (2013)

Based on above analysis and information:
	Company marketing mix 1:

Newspaper advertisement

Promoters
	Segment 1:

Over 50 years old who prefer traditional purchase method of in-store purchase and communicate with salesman.

	Company marketing mix 2:

Promoters

Social media promotion
	Segment 2:

35-50 years old (could divide this segment further by gender).

	Company marketing mix 3:

Free samples in some clinics

Trial service for Zhongke’s expert interview
	Segment 3:

People suffered chronic illness


4.3 Promotion Methods

After Zhongke expand their customers’ segment to different marketing mix, they should also look at different product adjustment and marketing methods to promote. There are several things they should look at:

Corporate website enhancement, the features of E-commerce should be applied (Zhao and Morad (2013). For example, video production to introduce the company, company uniqueness and strength, company products or even Ganoderma growing and production should be shown. The company could also think to have English version of website to fit Hong Kong’s culture and preference. They could also consider having English description on the product package as well as some competitors do.
Social media promotion, to allow users to feedback their true voice and this adds confidence to other potential customers. This is also something needs to be done to attract young generation.
Search engine marketing should be applied, which currently is ignored due to the target customers are less sensitive to it. When key in Chinese version of Ganoderma Spore product in Google, Zhongke product will not pop-up, while the competitors’ product will be displayed.
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Figure 4.2 Google Chinese version of Ganoderma Spore in Google.
On Zhongke’s website, they have more than 20 experts who can provide services to their customers. It should be promoted as value added service to the brand and product, while most of their competitors do not provide the similar service. This is another point that Zhongke can differentiate themselves in the market. 
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Figures 4.3 Zhongke’s experts. Source: Zhongke (2021b)

4.4 Conclusion

Zhongke Ganoderma products has its own advantages and disadvantages. The disadvantages, which is brand awareness and country of origin have become vital bottleneck for them to grow and gain the potential customers. The first step for them is to solve the problem and then take the following steps to further gain more market share. The company has launched its first made-in-Hong Kong product and received well feedback from the market. They need to accelerate the re-image process to the other product lines include the Ganoderma Spore products.

After the fist step is done. There will be more potential customers have interest to Zhongke products. They might be new to the Ganoderma market, but who feels a need by getting the information of unique effectiveness that Zhongke Ganoderma can achieve, or they might change their current brand to Zhongke brand. More promotions need to be done to attract these potential customers. The promotion methods should be specific to different segment customers, including keep the traditional newspaper and salesman promotion to elderly, enhance the social media and digitalized advertisement for younger group, clinic or offering professional service to the people who suffered chronic illnesses etc. By applying the new marketing strategy, the product itself needs to be re-packed if necessary to be more attractive to consumers.

Zhongke group owned other health products, developing the Ganoderma Spore product as the star product will also help their sales to other products. It is worth to invest and explore more in Hong Kong market.
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