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Abstract

The resea(‘ch is conducted to i'dentify the role of socio-demographic variables of
Chinese consumers in their purchasing decision on heaith food product and
consumption level. Findings of this research offer important information to the
health food product marketers and practitioners to deVelop the positioning of and
marketing mix strategies for Chinese consumers. This identification of significant
refationships such as between resident city and price, quality, shopping
environment will heip marketers more appropriate segment, positioning and target
the market, and apply relevant marketing mix strategies and campaign individually.
The most important contribution of this research is providing exploration on
Chinese consumers’ socio-demographic factors affecting their decisions to
purchase health food where there is limited prior research in the same field. It can
arouse future researches to complétély concentrate on this research area.
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Chapter |

Introduction

Chapter Summary

ter one introduces the purpose of this research and China health food
usiness background. It describes the correlation of China economic
evelopment, consumers purchasing behavior and the growth of health food
iness, followed by deliberation on the problem statement. The research
s, research objectives and .significance of the research are bemg
d and demonstrated mdlwdua!ly Research assumptions and limitations

| eing explained in detail. Finally, research structure is covered.

"

Background of the Study

-

- with fast econoriic growth |n China which brings enhancement in living
ard, Chinese people have been mcreasmg their health awareness. it has
:Ited in an emerging trend toward health food product consumptlon in China.
reported by China Consumer Assoc:atfon there were 1027 national
facturers of health food products in China by 2001. More than 4000 health
products categories have been approved to produce by government
'ority, in which 1500 categories can be easily found in the market. In 2000, the
inual sales of health food products had achieved RMB 50 billion (approximate
:US$ 7.5 billion) in China. it would be estimated to achieve RMB 100 billion
‘(a'pproximate US$ 15 hillion) by 2010 (Li and Jing, 2003).

The rapid growth of China health food products market is due to several reasons.

Firstly, stable and rapid growth of China economy provides solid external

INTI International University (2010)




conomic environment for the health food industry. In the global financial crisis
umstance, China national GDP was RMB 33.5 trillion (approximate US$ 5
on} in 2009, a year-on-year increase of 8.7%. It will maintain the high speed
wth in 2010. China economy is changing from Export-oriented Model fo the
omestic Demand-Led Growth Model. it provides solid external economic
;ﬁfironment for developing of health food industry. Secondly, a strong growth of
-hiha’s national econo;ny promotes the purchasing power of Chinese consumers,
h_ﬁ:h is another important factor encouraging the development of health food
ustry. China’s overall retail sales of social consumer goods were RMB 12.53
-l_i_l" n (approximate US $ 1.87 trillion) in 2009, a year-on-year increase of 15.5%
. | the actual increase was 16.9% after deductihg price factors (National Bureau
tatistics of China, 2010). Besides, the lifestyle changes, increases of working
S‘éﬁre and epidemic have resulted in increasing health awareness. Especially,
the SARS occurrence in year 2003, Chinese people have paid more and
re-;_attention to their own and %amiiy’s health. Furthermg[e,;‘ advancement of

ealth Food Definition

nsumers give various meanings to health food. However, according to the
o sions for Health Food Registration (Interim) of 2005 issued in China, health
0d also known as functional food, refers to those foods which claim to have
_zéin health functions or aim at supplementing vitamins and minerals, namely,
se foods which are used for certain groups of people with the aim to adjust
anic function instead of curing diseases and will not cause any acute, sub-
( te or chronic damages to human body (SFDA, 2005). Besides, in the U.S., the
.'_Dietary Supplement Health and Education Act (DSHEA) explicitly claims

| differentiations among foods, dietary supplements (health food) and drug products,

INTI international University (2010}



d;_'lfdod and Drug Administration (FDA) is the department in charge. in DSHEA,
dléfaw supplement (health food) is defined as the term of a product taken by
outh that ‘contains a “dietary ingredient’ intended to supplement the diet. The
iétary ingredients” in these products may include: vitamins, minerals, herbs or
other botanicals, amino acids, and substances such as enzymes, organ tissues,
glandular, and metabolites (FDA, 2009).

12 Health Food Industry in China

_'xistence of huge business opportunity and development potential is
cting various competitors. Since 2001, the numbers of China’s national health
od product manufacturers have increased from 1027 to more than 3000. Of this

oup some of them were pharmaceutical manufacturers previously. They have
ady possessed strong capabilities in Research & Deveiopment (R&D),
__ctlon and marketing. They could take advantage of their existing resources
.té'-'s'tep in health food industry. Moreover, the other competitors are from foreign
th_food enterprises. They have the competlt:ve advantages in ﬁnancial capital,
.'and worldwide marketing expenences (Hong Kong Trade Development
2009).

é;i‘e with those large enterprises, the most of national health food
rises lack of strong production capability, short of investment on product
&D Some enterprises ignore sustainability development for quick success and
prbfit only. Although there are many health food products available in the market,
ﬁﬁost of them are of low quality or with unitary function. The variety of products
was concentrated in several functions. According to research, immunity
enhancement products, energy products and blood lipid products have occupied
| 56% of the health food market. The product life cycle is generally 3-5 years. It is

g hardly enough to cover the huge financial investment in product R&D. For

INTY International University {2010)




imple, Zhenhua 851 oral liquid and Sanzhu oral liquid were very popular. The
_nr"":a| sales had achieved billions of RMB. But the phenomenon did not last for
é_né.f due fo the low technological content in the products (Li and Jing, 2003).
ny ealth food products have disappeared in the market. It is because the
ducts can be easily replaced instead by other new products. In 2001, the total
sstment in R&D of health food was only 1.55% out of the total sales of national
alth food (it was 10%-20% in developed countries). National heaith food

_é_fpriées lack of development motivation was mainly due to the superficial
wledge about consumers’ needs and wants (Li and Jing, 2003).

i

a's Overall Spending Level on Health Food

ealth food market has immense potential to be developed. However,
's overall spending level on health food product is still low. China’s national

n health food product only accounts for 1.47% o?'bhina’s overall retail

umers only accounts for 0;07% of the total Chinese consumers
he spending on health food product of Europe and the U.S. consumers

2% of the total Europe and the U.S." consumers spending

e and marketers with great insight of consumers’ behavior and attitudes.

~ INT! International University (2010)



é Relationship between Market Segmentation and Socio-

demographic Characteristics of Consumers
i
rs use segmentation bases to divide a total market into segments (Lamb

'(506). Geography, demographics, psychographics and other characteristics

é'niiégraphic characteristicsiare closely related to cogsumers’ purchasing
: _Ié'.ys a very important role in ‘segmgenting markgé’{ by the companies.
pp jpriaté_ segmentation marketing strategy may lead to missed profit
tt_;—;-'"' and lost sales and mafket shares. Demographic ard geographic
Il been shown to influénce O:h consumer's purchaéiﬁg behavior. And
| etter understanding about socio-demographic characteristics of the
n help marketers to segment and target the markets accurately.

' Definition

dlng to the aforementioned statement regard the dynamic and rapid
nor: _Q"deveiopment in China, and increasing health awareness of Chinese
s'ti'm'é_f's, which encouraged the development of China health food industry.

SV r, such environment required the deeper insight of relevant marketers and

pfa_ctatfdners. The problems can be described from two perspectives.

INTI International University {2010)



the perspective of health food consumption:

“Although, China health food market has significantly developed in recent
' ea:zs. However, the average consumption level of Chinese consumers on

ealth food is very low compared with other developed countries.

; 'China’s national spending on health food ohiy accounts for 1.47% of
China’s overall retail sales of social consumer goods, which is RMB 31
US $§ 4.63) per capita per year. It lagged behind other developed

_5;ﬁ_<':6untries. It is only 1/17 of the U.S8s and 1/12 of Japan’s (Hong Kong
- Trade Development Council, 2009).

, it is crucial to identify if -there are any factors affecting consumers’
_"e;::‘"intentions and the role of ‘socio-demographic factors in purchasihg
s ‘on health food in China.:The result of this research will be able to
clear insights of Chinese consumers’ atlitudes toward health food
asing influenced by their soci%—demographip factors, agg help the marketers
proper application of marketing mix strategies and pi’bduct'posiﬁoning for

consumers segmentations.

5, b

‘perspective of health food ent:erprises:

e existence of huge business opportunity and development potential is
a facting various competitors. But many national health food enterprises
éck of strong production capability, short of investment on product
- research and development, which directly lead to low quality product and
unitary product category. 56% of health food products were concentrated in
several functions, such as immunity enhancement products, energy
products and blood lipid products (Li and Jing, 2003). Limited products
variety could not satisfy consumer diversity and their changing lifestyle.
The aforementioned matters are mainly due to a superficial knowledge of

consumer needs and wants.

INTt International University (2010)



It tzgh several prior researches has somewhat focused on studying the factors
ffécting consumers purchasing decision on food products in different countries,
is lack of relevant marketing research regarding the role socio-demographic
bles in Chinese consumers decisions to purchase health food product. This

arch is designed to bridge the gaps.

- Research Questions

étudy focuses on study to what extent the socio-demographic characteristics
nese consumers affecting their perceptions of health food product
s._i_ng decision criteria and in atfempt to obtain a clear insight into the role of
émographic variables in their: purchase decision. Therefore, the researéh

sstions are arose accordingly:

' What are the similarities arij%d difference in the purchgging decision criteria
on heaith food product between various socio-démographic variable
‘groups such as gender, age, education, income, employment status and
- resident city? ~

. To what extent of level of health féod product consumption influenced by
-_sbcio-demographic variables of Chinese consumers in terms of gender,
- age, education, income, employment status, and resident city?

Research Objectives

To identify the relationship between socio-demographic variables of
Chinese consumers and the degree of importance to health food product

purchasing decision criteria.

To identify the relationship between socio-demographic variables of

Chinese consumers and the level of health food consumption.

INTI International University (2010)
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- Significance of the Study

r search grants clear i'nsight into the influence of socio-demographic
s of Chinese consumers in their purchasing decisions on health food
'.':'.Thus, it enabies health food product marketers to segment targeted
accurately. Furthermore, it also allows the marketers to adopt appropriate
rk ng mix strategies to targeted market segments in order to improve
étirj'g._ effectiveness and efficiency. Eventually the beneficiaries are the

imers and enterprises.

several prior researches hag somewhat studied the role of demographlc
_purchasing decision on food products in other countries, few studles
'carrled out relating to heaith food product in China. This study can

he aps, and provide some expioratory findings for future research.

ity

search Assumptions

pondents for this research are from Beijing, Shanghai, Shenzhen,
_Sﬁényang and Wuhan city ih China. The questionnaire is directly
0__fhe consumers who have ever purchased heaith food before. Due to
m_ber of population of China, which was 1.33 billion by the end of
nal Bureau of Statistics of China, 2010) and accessibility of research

over, all the respondents for this research must live in Beijing, Shanghai,
en, Chonggqing, Shenyang and Wuhan for at least 1 year and above. it is
because the six cities are selected from different parts of China, in which, Beijing,

Tl International University (2010)



ghai and Chonggqing are the municipalities directly under central government
ha, and these cities .play very important roles in China economic
ment. The following tables demonstrate the composition and proportion
. tion of the six cities in China. Table 1.1 shows, by the end of 2009, the
n of the six cities accounts of 6.83% of the total nationat population in
The six cities _population was 98.95 million in total, which consists of
old residents (71.82 million) and non-household residents (19.41 million)
'e__::_.ehd of 2009 (National Bureau of Statistics of China, 2010; Shanghai
cgpal_ﬁ. Statistics Bureau, 2010; Beijing Statistical Bureau, 2010; Shenzhen
3ureau, 2010; Wuhan Statistical Bureau, 2010; Shenyang Statistical
). The number of nor}j“ihousehold residents could be virtually far

ﬁé:;.official figures. These ron-household residents actually live in the

y ’ (10000 persons)
Total Pobulatipn (end of year 2009)
Population Proportion (%)
133474 -
1755 1.31%
1921.32 1.44%
2859 2.14%
891.23 0.67%
786 0.59%
910 0.68%
9122.55 6.83%

.emational University (2010)
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ble 1.2: Compositions and Dependency Ratio of Six Cities Population

(10000 persons)

Total_ Household residents Non-household residents
Region Population
- (engo(gghgear Population Proportion Population Proportion
1755 1245.8 70.99% 509.2 29.01%
1921.32 1379.39 71.79% 541.93 28.21%
2859 2763 96.64% 96 3.36%
891.23 241.45 27.09% 649.78 72.91%
786 716.5 91.16% 69.5 8.84%
910 835.55 91.82% 74.45 8.18%
9122.55 7181.69 _ 1940.86

_ 'fch also assumed that all the respondents provide unbiased answers
formatlon toward the questlonnalre Data collected from the respondents
an truly represent how the, socm—demograph:c vanables affecting their

e:t' "wards the purchase decusmn criteria,

earch assurhptions can be concluded as:

"."respondents for this researdh are only from the cities of Beijing,
nghal Shenzhen, Chongqing, Shenyang and Wuhan. It is assumed
a_n represent the whole population of health food consumers in China.

e' respondents for this research must live in one of the six cities at

INTI International University (2010)
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ation in China. However, the respondents of this research consist of
cnséhbid residents and non-household residents. Thus, the effect of this
ta{; n is reduced. Moreover, this research excludes the voice of non-buyers.
d-fhe specific purpose of this research is to identify the consumers’ attitude
he _-'éxisting buyers, who have prior purchase experiences of health food
product. Therefore, it may not identify how the non-buyers’ attitudes in their
g decisions oh health food product. Besides, budget limitation and the
of this research study does not allow large sample size and the data

tion from more cities in China.

tline of the Chapters

search consists of five (5) chapters, i.e., chapter 1: introduction, chapter 2:

review, chapter 3: research methodology, chapter. 4: findings and

nd chapter 5: conclusion, recommendations -and personal

1 Introduction ‘
apter one introduces the purpose of the research and the background of
a_lt_h:';fo_bd industry in China. It describes the’ correlation of China
omic. development, consumers purchasing behavior and the
I_opment of health food industry, followed by the deliberation on the
blm statement. The research questions, research objectives and
_Ignlfi'éance of the research are being identified and demonstrated
:_dl_v_ldua!!y. Research assumptions and limitations are being explained in
:e_t_ali; Finally, research structure is covered.

nternationat University (2040)
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:'h_'apter 2 Literature Review
In chapter two, definitions, theories, findings of prior researches related to
isistudy are discussed. Hypotheses and proposed research model are

'_d_éveioped based on those prior studies.

_Qhépter 3 Research Methodology

s chapter explains the overall research design consists of research
type, strategy of the research, and data collection methods. Besides,

i ity and reliability of this research are also explained in detail.

_.hapter 4 Fmdmgs and Discussions

E'N}"_i_"_lnternational University (2010)
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Chapter Ii

Literature Review

Chapter Summary

rpose of literature review can be summarized as to what the previous
e reported; how the methodology is carried out and; define the
edgébgap. In this chapter, the overview of definitions, theories and findings
: arches related to the consumer purchasing behaviour, consurpers’

decisions criteria and the role of socio-demographic variables . in

g_fhodel are developed on a basis of prior studies. Finally,

iy

lization of the variables is displayed. .

nsumer Behaviour ’ -

: 5 i o
ion is the basic phenomena affecting everyone’s life. Thus, consumer is

a_ifi'_"individual who fulfilled the act of consumption (Bowden, 2007).
umers are social beings, they through consumption to satisfy their
ca and psychological needs. The action of consumption directly affects
urchasing decision, as well as reflecting consumer behaviour and
itude. - Study of consumer behaviour includes analysis of how consumers make
e decisions and what factors affecting purchasing decision and how
Uct to be used (Lamb et al., 2006).

onsumer behaviour is described as the activities and process that people

ﬁi‘Cipate in when searching, evaluating, selecting, purchasing, using, and

NTI International University (2010)
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omb’—demographic variables and health food product purchasing

.

ia needs to be tested. .

er stimulus \ c Consumer's black box \ - frConsumer responses
Consumer characteristics Product choice
onomic fc—"4 Consumer decision fc—">y Brand choice
Technological process : ' Dealer choice
Political Purchase timing
ultural j \ ) Curchase amount

A

g__ut-'_e: 2.1: Stimulus-response model of Consumer Purchasing Behaviour

(Source: Armstrong and Kotler, 2006)

INT! International University (2010)
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0 hvestigate_ the role of socio-demographic variables in Chinese
pt chaéing decision towards heajth food product, this"‘r,e,search focuses
de -sécioeconomic status, and geographic location variables. The
ent introduces the definition and measurement to be addressed in

literatures:

Variable

the number of years since birth (Todd et al., 2007). Armstrong and
006) indicated that people change products or service they purchase
_ lifetime due to the needs changes related to age variable. For example,
_hés, and recreation are often age related. People commonly have

ﬁlffe"i’ént:; eeds at different age groups.

I_n_te:; ational University {2010)
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nder Variable

i g.to Todd et al. (2007), gender refers to social construction, which
[ .'cultural, social, and psychological dimensions. However, the researcher
h:'e"f:term of gender since it is what people report and depends on social
e rather than directly observing biology of the respondents. Men and
d'. shop differently. Physiological differences between men and women
'é:'rence decision making in purchasing. Studies show that most women
pbing, but men claim to dislike the experience and shop only out of
n addition, men prefer to simple shopping experiences, stores with
vanety, and convenience (Lamb et al., 2006). Moreover, trends in

g are influenced by. the changlng roles of men and women in

P!e',;"hérketers need to consider personal income, savings, and interest
ome-sensitive products such as luxury goods, health food products,

, and jewellery. Hence, many firms target affluent consumers with luxury

'ahd-’:t:onvenience services. In addition, employment status affects the
LS pﬁght. For example, employed people tend to buy more business suits,
p’eoble tend to buy more health food product. Marketers attempt to identify
ple with similar socioeconomic characteristics that have an above-average

hterest in their products (Armstrong and Kotler, 2006).

_n_t.e.mationa[ University (2010)
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eographic Location Variable

Individuals from different geographic units such as countries, nations, regions,

'f‘:'_ dividual regions, cities, and neighbourhoods (Armstrong and Kotler,
Thus to understand the consumers attitudes from different regions
p rchasing decision criteria on health food products, which enable the
a'bp"ro" riate applications of marketing efforts in terms of marketing mix

el

nd campaigns.

-
M

ocio-demographic Factots :

'i’étid'nship between socio-demographic variables and rconsUmer behaviour
rd to the consumer purchasing decision has been studied by prior
3'7:__'_ are plenty of prior I'it%erature"s reviewed that the sog_:io“-demographic
i'play_ing mixed roles in consumer purchasing decision on product or
ated attributes.

erence to age, Peters et al. (2003) reported that age was the significant
Ia ﬁg to vitamin consumption such as that older people were more likely

_nsu_rﬁél vitamins. Similarly, it reported that people between 61 and 70 years
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_ ok for heaith foods to lower biood pressure and cholesterol, while

g 'ﬁéopfe demand health foods to control body weight (Stewart-Knox et al.,

Pertaining to gender, many studies consistently indicated females were very likely
organic produced food (Misra et al., 1991; Byrne et al., 1992) or
food (Childs and Poryzees, 1997). Females were especially given an
role to be responsible for purchasing functional food {Bech-Larsen and
er, 2007). Besides, some research showed that gender may not
b’ﬂféﬁasing behaviour (Th?mpson and Kidwell, 1998). However,

+(2002) revealed that both age and gender influencing dietar:y

d between education level and the purchasing behaviour towards organic
ed food Misra et al., 1991; Jolly, 1991) and functional foods (Chambers

nternational University {2010}
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demographic variables such as gender, income, and education (Robinson and
002). Howevér, in recent researches, it reported that more higher
ucation the consumer achieved, the more possible to buy organic-produced
d (Goldman and Clancy, 1991; Ross et al., 2000). In addition, earlier research
1sumer behaviour suggested that employment status influence in purchasing
on (Engel et al,, 1973). On-the other hand, the weakness of sogio-
ohic variables, which include’age, education, monthly income, gender,
atus, number of children, and employment status and occupation, were
aé_ determinants of organic food purchase in Greece (Krystallis and
ohoidis, 2005). X .

ng to the review of above mentioned researches, consumers from different
iC regions var§7 from their attitudes towards purchasing decisions on
ood related products. Siro et al. !*(2008) also indicated that there were
bus. regional differences in European consumers’ attitudes towards
g functional foods.

Purchasing Decision Criteria (External Factors)

mentioned the above, marketers employ mixed marketing stimuli to encourage
umers to purchase. These stimuli consist of the Four Ps, which are price,
uct, promotion and place (Armstrong and Kotler, 2006). This research

ses on the factors of purchasing decision criteria related to Four Ps and word-
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'_éﬁﬁes as the amount of money charged for a product or customers have to
btm the product (Armstrong and Kotler, 2006). There are many different
t -.;(.:I._et"ermine price on a product or service according to various situations,
rticular consumers can be atiracted to make a purchase. According to
'. :'rches, consumers would merely like to pay limited price premium for
q‘_o_di- products in Europe (Siro et al.,, 2008). Thus, price does influence
S'.pUrchasing decision on health food product. Nevertheless, the price
of health food product can be raised up from 30 percent (Menrad, 2003)
ercent (Kotilainen et al., 2006). On the other hand, price becomes less
ant towards organic products. purchase decision whereas organic label
_ _:IOme more important (i'iVIondeIaers et al., 2009). Similarly, Merlin
08) .lindicated, only 2 {(out of 128) respondents in their research were
-attach greatest |mportance to price in influencing their purchase decision

upplement 45 percent of respondents are mﬂuenced by price on the

Son, 2006; Urala et al.,, 2003; Drenowski and Gomez-Carneros, 2000;



