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Abstract 

Trend Analysis and Marketing Strategies of 

Health Functional Food Market in South Korea 

by 

 Jiyoon Park, M.A.

The University of Texas at Austin, 2013 

Supervisor:  Michael Mackert 

The purpose of this study is to suggest effective marketing strategies for Health 

Functional Food in South Korea. In order to understand the market of Health Functional 

Food, this paper first explains the definition of Health Functional Food and describes 

background and current state of the market. Then, trend analysis will show actual 

consumer behavior and propensity to consume Health Functional Food in South Korea. 

This research specifically focuses on clarifying major suppliers for Health Functional 

Food and proposing powerful marketing strategies. Since there has been scant study on 

market of Health Functional Food in South Korea, this study will provide marketing 

practitioners and academia with better understanding of the market.  
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Introduction 

Health Functional Food means raw materials or ingredient having a beneficial 

function for body is processed as a type of tablet, capsule, powder, granula, liquid state, 

and pill. Health Functional Food market is maintaining high-growth areas about 10% 

growth each year, although it is market for developed country to such an extent as to 

comprise 85% of the market by advanced country such as U.S, Europe, and Japan (NBJ, 

2010). 

In the last decades consumer demands in the field of food production has changed 

considerably. Consumers more and more believe that foods contribute directly to their 

health (Mollet and Rowland, 2002; Young, 2000). Today foods are not intended to only 

satisfy hunger and to provide necessary nutrients for humans but also to prevent 

nutrition-related diseases and improve physical and mental well-being of the consumers 

(Menrad, 2003; Roberfroid, 2000b). In this regard, Health Functional Foods play an 

outstanding role. The increasing demand on such foods can be explained by the 

increasing cost of healthcare, the steady increase in life expectancy, and the desire of 

older people for improved quality of their later years (Kotilainen et al., 2006). 

According to a study performed by Korea Health Supplements Association in 

2011, expenses for Health Functional Food have increased steadily since 1990s (Choi et 

al., 2011). And also, a survey in 2010 performed by Trend Monitor, which is a market 
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research institute, presents more than half of men and women are taking Health 

Functional Food currently (Kim, 2011). 

As society has become more complex and life changes swiftly, and the 

environment has become more polluted, people often show symptoms of tiredness, 

depression, and irritation, or more generally, a form of weariness (Hue and Kim, 1997). 

In addition, many parts of industry have been mechanized, physical work at home has 

been reduced by automation, and public transport systems have been developed. The 

result is that many people do not regularly obtain physical exercise from their daily 

activities and need to take exercise for their health. An additional consideration is that the 

use of chemical fertilizer and abundant processed food may cause an imbalance in 

nutrition intake - an excess of macronutrients and possible shortage of micronutrients or 

other beneficial non-nutrients (Roberfroid, 2000a, 2000b). 

As a result, Health Functional Food has been surrounding us very closely. These 

days, it is not difficult to see office worker who drinks yogurt drink, which helps keep his 

or her intestine healthy, and red ginseng beverage to improve their health at workplace. 

Thus, It is perceived that Health Functional Food plays an important role in the way of 

health care, which is possible for personal to carry out easily. 

To sum up, the market of Health Functional Food has increased continuously so 

far, not only in South Korea, but also in the world. In the future, Health Functional Food 

market will be expected to get an opportunity for a step further via customized product 

development and service that is designed with personal age, gender and health condition 

of customer. It is deferent thing such as existing multivitamin that is available to all the 

people who is not a specific class of customer. It can be understood that this industry is 



	  3	  

admitted as a national undertaking to solve social issues such as an aging society and 

increased chronic disease. 

This paper seeks to investigate the market of Health Functional Food in South 

Korea to propose effective marketing strategies for that. Firstly, the definition of Health 

Functional Food is explained clearly, and presents market situation from past to current 

as well as. In order to identify why consumers are interested in Health Functional Food, 

the Theory of Planned Behavior is applied. This report provides managerial implications 

and guideline for Health Functional Food marketing. These recommendations will be 

applied to the general healthcare field also. 
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Literature Review 

Definition of Health Functional Food 

The definition of Health Functional Food varies at the national level and has been 

evolving internationally because it has been influenced by a variety of national factors 

although the present concept of Health Functional Food originated in Japan (Bech-Larsen 

and Scholderer, 2007). These factors include national differences in culture, the 

differences in approach to study food science and nutrition, and the different market 

situation in each country. The concept of Health Functional Food derived from the 

traditional concept in Far Eastern countries that they think a food can function such as a 

drug (Kwak and Jukes, 2001). It is considered within the context of own national culture 

and diet during the concept has broadened to other countries, including Western countries. 

And also, a number of national authorities, academic groups, and industry have 

suggested definitions for Health Functional Food up to date. 

Country Organization Definition 

U.S 
Institute of Food 

Technologists 

Foods or food components that provide a 

health benefit beyond basic nutrition. 

E.U 

European Commission 

Concerted Action on 

Functional Food Science 

Foods to be functional if they have a 

beneficial affect on one or more functions 

of the body and are still in the form of 

food, not a dietary supplement. 

Table 1. Continues on next page 
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Japan 
Japanese Ministry of 

Health and Welfare 

Foods containing ingredients for health and 

officially approved to claim its 

physiological effects on the human body. 

Canada Health Canada 

Similar in appearance to, or may be, a 

conventional food, is consumed as part of a 

usual diet, and is demonstrated to have 

physiological benefits and/or reduce the 

risk of chronic disease beyond basic 

nutritional functions. 

U.S 
Academy of 

Nutrition and Dietetics 

Foods that include whole foods and 

fortified, enriched or enhanced foods have 

a potentially beneficial effect on health 

when consumed as part of a varied diet on 

a regular basis, at effective levels. 

Table 1. A variety of definition of Health Functional Food (Jegtvig, 2013) 

However, obvious definition of Health Functional Food is important to achieve 

adequate regulatory control. Common terminology must be the basic requirement on 

discussing the relating issues among academy, industry and government (Schmidt et al., 

1998). Without it, it is possible that what someone calls a Health Functional Food can be 

considered only healthier food by the others. The clear definition of the targeted products 

or sectors is always crucial. Failure to provide such clarity leads to legal uncertainty and 

confusion. 
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A detailed deliberation of a variety of definitions of Health Functional Food used 

or suggested by market sectors or countries can also demonstrate what businessman, 

scholars, and regulators think about Health Functional Food. Therefore, this paper will 

first consider the definitions of Health Functional Food used in United States and South 

Korea. 

 

 United States. In the United States a number of health claims have been already 

permitted under the rules of the Nutrition Labeling and Education Act 1990 (Porter, 

1991). Health Functional Food must be sold with nutrition labeling regulated by the 

Unites States Food and Drug Administration. According to the International Food 

Information Council, Health Functional Food means that provide health benefits beyond 

basic nutrition. Although a legal definition in the United States exists, The Food and 

Nutrition Board of the National Academy of Sciences described a Health Functional 

Food as “any modified food or food ingredient that may provide a health benefit beyond 

that of the traditional nutrients it contains.” This coincides in definition with Japan in that 

they must have a potential healthful product beyond traditional nutritional values. 

 However, it seems to have a broad meaning of the definition than of Japan. The 

dietary supplements, which are composed of only food ingredients and which are in the 

form of a tablet or something similar, can be considered as Health Functional Food. In 

other words, a food ingredient itself can be regarded a Health Functional Food in the 

United States. 
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 South Korea. Health Functional Food is terminology defined by Functional 

Foods for Health Act on August 2002. It means that produced and processed food as a 

type of tablet, capsule, powder, granula, liquid state, and pill with use of beneficial 

nutrition or functional substances for improvement in health or use of health care (Korea 

Food & Drug Administration, 2003).  

Functional Foods for Health Act is amended and announced on March 2008. With 

this as a momentum, the form of Health Functional Food is able to have any types such as 

general food from six dosage forms ‘tablet, capsule, powder, granula, liquid state, and pill’ 

which was limited so far. It also makes consumer get Health Functional Food more easily. 

Health functional food is authorized the functionality and safety from Korea Food 

& Drug Administration and is completely managed product. The licit product from 

KFDA is only able to use the expression ‘Health Functional Food’, and has a label 

obviously in front of the product. The functional contents get from KFDA include healthy 

cholesterol sustention, healthy blood pressure and blood sugar sustention, harmful active 

oxygen removal, cognitive ability, dental health, intestine health, born and joint health, 

healthy body fat sustention, and healthy immune function sustention.  

 

Background of Health Functional Food Market  

 Growth of health-oriented consumer. According to the Food Marketing 

Institute in the United States, 65% of consumers have the properties of controlling and 

treating their health state through meal ingestion (Food Marketing Institute, 2004). Also, 

the research by Milner (2002) suggests that consumers manage their health individually 

via taking food or Health Functional Food, and they expect that can reduce medical 
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expenses naturally. In this way, consumers recently not only consider eating as a taking 

essential nutrition for body metabolism, but also have a purpose to get an optimum 

nutrition status. This change in perspective about diet and nutrition comes from aging 

phenomenon (Korea Health Supplements Association, 2011). Studies on the functional 

aspects of the Health Functional Food are conducted actively in order to improve health 

and reduce the risk of disease since an increase in chronic disease and growing burden of 

health expenditures with aging (Kwak and Jukes, 2001).   

 In addition, an ageing population and a raised awareness of un-healthy foods are 

some of the main factors fuelling the increasing importance of health and wellness in the 

world. Some of the major trends affecting the Health Functional Food industry and eating 

habits, include the advancing age of the baby boomer generation and their keen interest in 

maintaining a healthy lifestyle, as well as the increasing prevalence of illnesses and 

diseases associated with high-fat and high-cholesterol foods.  

 

 

Figure 1. Global sales of Health Functional Food by region 2011 (Euromonitor Statistics) 
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 All over the world are now investing in the research and development of new 

healthy products, as well as the healthier reformulation of existing food items. Due to the 

prevalence of the health and wellness trend, the global food market has now developed 

‘functional' and ‘healthy' products. Health Functional Food will be long-term trend in this 

situation. 

 

 Establishment of scientific basis and institutionalization. The fact that certain 

foods or specific ingredients strengthen basic function of the human body and help 

promote health became known through several clinical studies or epidemiological 

investigation (Milner, 2002). This made possible the emergence of Health Functional 

Food. These findings that food intake can contribute to the prevention of disease by 

lowering the risk of developing chronic diseases rather than a simple health promotion 

serve as a momentum for more attention to the importance of Health Functional Food and 

growth potential. In addition, doctors gradually are beginning to recognize the efficacy of 

Health Functional Food with increased interest in alternative medicine in the medical 

profession (Food Marketing Institute, 2004). 

 The development of new technologies which is involved in strengthen the 

functionality of food is playing a supporting role to the growth of Health Functional Food. 

It makes innovative approach possible to extract, analysis, and store bio-derived active 

ingredients through the development of biotech. And also, unthinkable new product can 

be developed, and the environment has been created where consumers can choose a 

variety of Health Functional Food suiting their purpose.  
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 Continuance of such an atmosphere brings about a result that each government in 

the world legally stipulated as a form of law of Health Functional Food. Japan introduced 

related system for the first time with Foods for Specific Health Use Act 1991, and the 

United States legislated Dietary Supplement Health and Education Act 1994. It led to 

create ground for development of Health Functional Food market. In South Korea, 

Functional Foods for Health Act 2008 is proclaimed and establishing a foothold for 

growth of the market. 

  

Past and present situation of Health Functional Food market  

 Past. In the past, the market growth rate in South Korea was low which is less 

than an annual growth rate of 1%, and the full extent of the market is evaluated about 

3trillion till 2005. However, consumers’ level of awareness about foods is raised and 

their needs are diversified. In addition, the concepts such as well-being, and LOHAS 

(Lifestyles Of Health And Sustainability) are introduced into food industry. According to 

this, while a general foods market is saturated and the only industry, which meets 

consumers’ wants grows, Health Functional Food market grown up every year.  

Health Functional Food market is introduced 80s’, and had negative growth 90s’ 

in the period of IMF for a while. But, after then it has been growing consistently. This 

market grown up as size of over 3 trillion in 2006 already, and also whole market extent 

slightly grown in 2008 due to increase in imported items and new companies which 

entered into the market.  
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Figure 2. Growth of Health Functional Food market in South Korea 2002-2010 (KFDA) 

 

In comparison, the U.S Health Functional Food market increased constantly, also. 

In case of the sales market, it increased over 1% per year in the past, and the market size 

hitting 60 billion dollars in 2002, 70 billion dollars in 2004, and over 80 billion dollars in 

2006. 

 

 

Figure 3. Health Functional Food sales & growth in U.S 2002-2015e (NBJ) 
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Present. According to Korea Health Supplements Association, the market of Health 

Functional Food in South Korea is estimated about 4 trillion as of 2010. This market is 

expecting to enlarge about 15 percent of growth, which is in excess of the growth of 

Health Functional Food market in all of the world future, when consider pace of aging 

population and so on.  

 In terms of global market, it is growing by the day due to increase of health 

oriented consumption propensity and acceleration of new product development. Health 

Functional Food could have a different market size according to the rule range. However, 

Nutrition Business Journal (NBJ), which is market researcher, estimated that Health 

Functional Food market in the world have formed about 300 billion dollars. (They 

included Nutritional Supplements, Natural & Organic Foods.) Of these, U.S occupies 

almost 40%, Europe 33%, and Japan 18%. 

 

 

 Figure 4. Market capitalization for Health Functional Food in 2012 (NBJ) 
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 Health Functional Food market is more flourished in advanced countries due to 

the factors structure of population and income. For this reason, this market is grasped a 

kind of maintaining high growth rate in developed countries more. The growth rate of 

Health Functional Food market is interpreted considerably high, compared with other 

market’s growth such as global pharmaceutical market, which has 5% growth annually 

and 4% of cosmetic market. In addition, this market is evaluated that has a remarkable 

potential at the state level. This is because the trend toward highly increasing the demand 

for Health Functional Food in the emerging market such as China, India, and Brazil 

recently. According to this, global market is expected with an average annual growth rate 

of about 10 percent for coming 5 years (NBJ, 2012). 

 

Theoretical Application  

 Theory of Planned Behavior. Ajzen and Fishbein (1980) studied the Theory of 

Reasoned Action. It can be applied on the link between attitudes and behavior the most 

widely and influentially. According to the theory, attitudes and subjective norms are 

developed from beliefs, behavioral intentions from attitudes and subjective norms and 

behavior from behavioral intentions. (Ajzen and Fishbein, 1980). However, Ajzen (1985) 

spreaded out the Theory of Reasoned Action with a new variable to explain factors 

outside of a person’s fully controlled behavior, since a number of behaviors such as 

eating are not always perceived to be under the completely volitional control of a person. 

 In this respect, the Theory of Planned Behavior suggests that individual perceives 

that significant others want him or her to carry out the behavior when the person has a 
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positive attitude toward a given behavior. And also, he or she feels able to carry out the 

behavior.  

 Therefore, this knowledge will provide valuable information that can be used for 

predicting and influencing behavior, for instance in terms of influencing attitudes or 

making it easier to eating Health Functional Food. Further more, if the Theory of Planned 

Behavior can be used in the field of advertising and marketing strategy for Health 

Functional Food, the market will grow and develop more than now.  

 

 

Figure 5. The Theory of Planned Behavior (Icek Ajzen, 1985) 
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Trend Analysis 

 

Why consumer interested in Health Functional Food?   

 Bech-Larsen and Scholderer (2007) noted that previously, the consumption of 

Health Functional Foods was predominantly accepted by a small range of consumers 

such as elderly people or those who with poor health. Middle-aged and elderly consumers 

are more aware of health issues simply because they, or members of their immediate 

social environment, are much more likely to be diagnosed with a lifestyle-related disease 

than are younger consumers (Verbeke, 2006). The increasing demand on Health 

Functional Food can be explained by the increasing cost of healthcare, the steady increase 

in life expectancy, and the desire of older people for improved quality of their later years 

(Kotilainen et al, 2006). 

 Currently, however, there are various types of Health Functional Foods available 

to cater to a diverse range of age groups and health issues. Stewart-Knox et al. (2007) 

investigated the consumer uptake of functional food in several European countries 

(France, GB, Germany, Italy, Poland and Portugal). Their study revealed that younger 

people, in particular females, seeks for Health Functional Food to control appetite and 

body weight, while older people demand Health Function Food to lower cholesterol and 

blood pressure. 
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Figure 6. The Reason Why Consumer Take Health Functional Food (Stewart, 2007) 

 

 In addition, Devcich et al. (2007) found that people with high  “modern health 

worries” (e.g. concerns about cell phones, high-tension power lines, vaccination 

programs, pesticide residue, genetic modification, as well as hormones and additives in 

food) were more likely to choose Health Functional Food with disease-preventing 

properties than either risk-reducing or appearance-enhancing properties. 

Within the frame of a study by Urala and Lähteenmäki (2003) the laddering 

interviews also showed that consumers connect Health Functional Food with control over 

life and health, being a better person and feelings of well-being. Consumers feel that they 

take care of themselves and make the “right” choices that are socially acceptable. This 

feeling may be connected not only to control over one's own health but also to the 

positive impressions that an individual perhaps wants to evoke among other people 

(Roininen and Tuorila, 1999).  
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By purchasing Health Functional Foods in general consumers may achieve a 

modern and positive impression of themselves. These products provide consumers a 

modern way to follow a healthy lifestyle.  

 

What kind of Health Functional Food is preferred to consumer? 

  In the result of analysis that 2011 Health Functional Food actual output by item 

in South Korea, a production output of red ginseng products takes first place having 52.6% 

of the domestic Health Functional Food market. Red ginseng product has maintained its 

top place, since it recorded 30% of the entire market of Health Functional Food in 2007. 

 
 

 

Figure 3. Growth rate by Health Functional Food type 

2007-2011 (KFDA) 

 

Ginseng and Red ginseng product market grew 

outrageously. This is because the government’s tobacco 

monopoly system disappeared from South Korea in 1996. 

Therefore, the authority of production and sales about 

ginseng and red ginseng products is allowed to a private 

enterprise, also. As a result, while Korea Ginseng 

Corporation which belonged to the government has about 

Figure 7. Growth of raw materials of Health Functional Food 2007-2011 in South Korea 
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Ginseng and Red ginseng product market grew outrageously. This is because the 

government’s tobacco monopoly system disappeared from South Korea in 1996. 

Therefore, the authority of production and sales about ginseng and red ginseng products 

is allowed to a private enterprise, also. As a result, while Korea Ginseng Corporation 

which belonged to the government has about 70% of the ginseng and red ginseng market 

still now, NH Hansamin, CJ Cheil Jedang, Dongwon F&B, Lotte Health 1, Korea 

Ginseng Corp, and each local ginseng association joined and are leading to effect of 

growing market.  

 

 

          Figure 8. A verity of goods made of Red ginseng 

 

Product of ginseng and red ginseng is believed to be such as panacea. Ginseng 

and red ginseng can increase blood pressure, blood sugar, and hemorrhage tendency. In 

contrast, there is a few researches that ginseng and red ginseng can decrease blood 

pressure, blood sugar, and hemorrhage tendency, also.  
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 On the other hand, a kind of products in the U.S is a little bit different. According 

to the Figure 8, Vitamins occupied 34%, Specialty 19%, Herb and Botanicals 17%, and 

Sports Nutrition 12% in 2011. In terms of growth rate, special use and others consistently 

grown 10-15% per year, and sports drinks and minerals increased 5% after 2003. 

However, meal substitution items, Herb, and Vitamins had experienced negative growth 

at the same time (NBJ, 2011).    

 

  

Figure 9. $30 Billion U.S supplement market by raw materials in 2011 (NBJ) 

 

 In terms of functional aspect, there are released Health Functional Food items in 

accordance with major function such as weight control, cardiovascular system health, 

digestive health, bone/joint health, brain/memory health, mental health, beauty related 

items and so on, currently. Among these, products, which prevents occurrence of chronic 

disease in advance occupy a great part of the market, and followed by items, which help 

for overcoming fatigue and improving physical strength.  
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Major Function 

 
Representative Ingredient 

 

Weight control 
 

Fiber, L-Carnitine, CLA 
 

Cardiovascular system health 
 

β-glucan, Omega3 
 

Digestive health 
 

Lactobacillus 
 

Bone/joint health 
 

Glucosamine, Calcium, Vitamin D  
 

Brain/memory health 
 

DHA, Coenzyme Q10, Polyphenol, Choline   
 

Improvement for eyesight 
 

Lutein, beta-carotene, Vitamin C, Polyphenol  
 

Recovery of fatigue 
 

Vitamin B12, Iron 
 

Improvement for physical strength 
 

Red ginseng, Zinc, Caffeine, β-glucan, Fiber 
 

Beauty 
 

Collagen, Hyaluronic acid, Coenzyme Q10 
 

Table 2. Representative ingredient for major function of Health Functional Food 

 

 However, weight control products and items, which is health for cardiovascular 

system, are mainly take center stage, recently. The weight control products will be 

expected to continue keeping current growth with components such as CLA, HCA that 

have caught popularity from several years ago. And also, products for field of blood 

vessel related to cholesterol, blood pressure, and blood sugar will be increased because of 

growth of consumers’ intention and introduce of new ingredients.  

 Above this, other area, which is mental health products such as stress control and 

cognitive performance reinforcement, and also, items related to aging like prevention for 

muscle and weight, will emerge newly. 
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Marketing for Health Functional Food 

 

Main type of suppliers 

The development and commerce of Health Functional Food products is more 

complex, expensive and risky than general food products (Menrad, 2003). In addition to 

when analyzing the supply structure of Health Functional Food, the difficulty emerges 

that the Health Functional Food ‘‘industry’’ is almost as fragmented and difficult to 

define as the market. Taking into account these difficulties, six main types of actors in the 

commercial Health Functional Food segment can be identified in South Korea (Lim and 

Kim, 2002; Jang, 2007).  

 

 Multinational food companies with a broad product range.  Multinational 

food companies with established and well-known brands have the resources necessary for 

the product development and marketing of Health Functional Food. Some of these 

companies spend up to 2% of their turnover for R&D activities (Weindlmaier, 2000).  

 In the case of a successful product development attention should be paid both to 

consumer demands and technical conditions, furthermore, the legislation background 

should not be neglected. Especially multinational companies could meet the special 

requirements occurring during the development and marketing of Health Functional 

Foods. They possess the adequate R&D activities, the know-how and economic potential 

due to their well-known products that give them the opportunity to introduce a brand new 

product to the market (Cho, 2003). 
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 Pharmaceutical and/or dietary products producing companies. A second type 

of Health Functional Food producers represents pharmaceutical or dietary products 

producing companies. One important motivation for such companies to invest in 

functional food is the shorter development times and lower product development costs 

compared to pharmaceutical products. In addition, these companies have intensive 

experience in organizing clinical trials to substantiate health claims of a specific product 

(Bech-Larsen and Scholderer, 2007). 

 

 National ‘‘category leaders’’. A third group of Health Functional Food 

producers are companies specialized in a particular product category, which mostly 

belong to the market leaders on a national level (Seo et all., 2012). For example, Vita 

Green (with its functional “Vitamin” dairy products), Kolon Pharm (“DailyFit” dairy 

products), Sanga (with several probiotic dairy products), Choa (fruit juice) in South 

Korea. Additionally, in most EU countries as well as in Switzerland, in particular in the 

dairy industry, the leading national companies are often among the producers of pro- or 

prebiotic dairy products (Henning, 2007). 

 

 Small and medium-sized companies of the food industry. There are a limited 

number of small and medium-sized food companies active in the Health Functional Food 

market as well. These companies mostly produce functional products for market niches 

or offer “me-too” products following the pioneering products of the multinational 

companies. Often these products can ‘‘survive’’ only for a rather short time period (e.g. 

up to 2 years) (Husing et al., 1999).  
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 In general, Small and medium-sized companies lack the know-how and resources 

for own intensive R&D activities and cannot afford to spend high sums in specific 

information or advertising activities necessary to open a specific segment of the Health 

Functional Food market as pioneering company (Seo et all., 2012). The same applies to 

long-lasting clinical trials (e.g., intervention studies with high number of patients), which 

may be necessary to prove the efficacy of a specific “functional ingredient” (Menrad et 

al., 2000). 

 

 Retail companies. Food retail companies are increasingly starting to introduce 

private label brands especially in the relatively “mature” markets of Health Functional 

Food products (Kim, 2009). In South Korea this applies in particular to food discounters 

like Sanga and Choa, which launched pro- and prebiotic dairy products in recent years.  

 

 Supplier of “functional ingredients”. Suppliers of food ingredients play a 

significant role as innovation sources in the Health Functional Food segment. Nearly, all 

main food ingredient producers have introduced “functional ingredients” or tried to 

acquire companies specializing in this field in recent years (Kim, 2009). This relates e.g., 

in the probiotic field to a relatively high number of small or specialized producers are 

offering functional ingredients as well. So far only a limited number of bio- technology 

companies has specialized on this field despite the expected growth perspectives (Menrad 

et all., 2000).  

 In general, the suppliers of functional ingredients try to proof efficacy of a 

specific substance and sell it to a wide range of food industry companies, thereby creating 
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specific formulations. In this sense, innovative suppliers of food ingredients are of high 

relevance, in particular for product innovations of small and medium-sized food 

companies (Jang, 2007).  

 

Strategies 

In general, the total cost of developing a conventional new food product is 

estimated to be up by 1 or 2 million US$, while the development and marketing costs of 

Health Functional Food products may exceed this level by far more than 3 or 4 million 

(Thompson, 1999). And also, despite the general sociodemographic and behavioral trends, 

which are in favor of Health Functional Food there are specific challenges in the 

development and marketing of such products (like e.g. lack of consumer awareness of 

Health Functional Food, expenses for high price, insufficient distribution channels and so 

on.) (Bech-Larsen and Scholderer, 2007; Jones and Jew, 2007; Van Klee et al., 2002).  

 

 Delivery of specific information and communication activities. Due to the 

limited consumers’ knowledge and awareness of the health effects of newly developed 

functional ingredients, there are strong needs for specific information and communication 

activities to consumers in this respect (Biacs, 2007; Salminen, 2007; Wansink et al., 

2005). This relates in particular to pioneering companies opening a specific market 

segment, for which targeted information activities to consumers and opinion leaders (like 

e.g. medical doctors, nutritional advisers) are regarded as crucial success factor for the 

marketing of Health Functional Food (Menrad et al., 2000). 
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Figure 10. Why consumer need to information of Health Functional Food (Biacs, 2007) 

 

Examples of successful information campaigns indicate that the message of the 

health effect of a specific product should be transferred relatively simple and easily to 

understand to the consumer. In addition, specialist terminology and medical details 

should be avoided in such campaigns (Menrad, 2003). Consumers need to understand the 

benefits, not the ‘‘science’’ behind the product (Leathwoo et al., 2007). 

The importance of adequate information transfer is also favored by the fact that in 

the case of several products functional properties do not significantly differ in sensory 

characters at first compared with conventional foods.  

Therefore consumers should be persuaded by positive attributes that Health 

Functional Foods bring so they could link the health effects to the product. Although a 

person might be able to acknowledge the health benefits of consuming a food – unless 

they can link the food to a particular health benefits – they will be less likely to consume 

it (Wansink et al., 2005). The role of educating consumer is therefore crucial because, 
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unlike taste and other sensory traits, consumers cannot perceive directly the benefit of the 

product (Peng et al., 2006). To ensure reliable information transfer, only legally correct 

parameters for benefit communication should be used (Henning, 2007). 

Consumer confidence in the information provided on Health Functional Foods 

may vary according to the information sources. According to a Finnish survey, 

consumers are very confident with health-related information coming from authorities 

and quite confident with information from newspapers, retailers, work cafeterias and 

even food manufacturers (Urala et al., 2003). In Hungary, most of the population is 

extremely sensitive to nutritional–biological values, meantime their knowledge is 

restricted to the information transmitted by the media (Szakaly et al., 2007), which often 

include potential health benefits not based on scientific facts. At the same time 

communication of information on health effect of products is under authority control and 

the regulation could differ in countries (Poulsen, 1999). 

 

 Adjustment to reasonable price for consumer. Another important success 

factor for the marketing of Health Functional Food are the price premia for this type of 

food in comparison to ‘‘conventional’’ food products. Examples of recently launched 

Health Functional Food products indicate that consumers are only willing to accept 

limited price premia for such products. In general, price premia of 30–50% are observed 

in high-volume Health Functional Food segments like functional dairy products (Menrad, 

2003; Menrad et al., 2000). It seems most likely that higher price premia are accepted by 

consumers only for such Health Functional Food products that have a proven health 

effect related to a disease which directly influences consumers in the near future. In this 
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sense, relatively high price premia can be regarded as one reason for the limited market 

success of several Health Functional Food products in recent years in South Korea. 

 

 Use of concept for general food products. Consumer surveys and other market 

analysis studies in the U.S. indicate that the general success factors for the marketing of 

food are valid for Health Functional Food as well (Bech-Larsen et al., 2007; Childs, 1997; 

Potratz and Wildner, 2000; Poulsen, 1999). It doesn’t means that marketing strategies for 

general food are totally same with Health Functional Food’s. However, it means that will 

be able to work for marketing of Health Functional Food with same basic concept of 

“food” marketing. And also, South Korea tends to imitate and get motivations from 

marketing strategies used in the U.S. (Kim, 2011). This relates in particular to tasty 

products, convenience attributes, a certain product variety as well as different packaging 

volumes. The ‘‘functional’’ component of a Health Functional Food product is mainly 

regarded as an added value but hardly determines the choice of the products by itself. In 

this sense, concepts for Health Functional Food products should be based on food 

products with a positive health image and avoid a distinct medical or clinical perspective.  

 

 Extension of the type of claims allowed for Health Functional Food. This 

specific challenge represents the regulatory situation of Health Functional Food in South 

Korea. From a legal point of view, Health Functional Food is positioned in a transitional 

zone between food and pharmaceuticals. The classification of specific Health Functional 

Food products to one of the two categories is of high practical relevance since the factual 
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prerequisites, authorities and procedures related to market entrance differ significantly 

between the two areas.  

 Definition problems mainly exist for products with functions aiming to prevent 

nutrition-related diseases and/or to support health (so-called “health claims”). For 

instance, in the EU and related national legislation it is currently not permitted to use 

disease-related aspects in consumer information or product advertisements for Health 

Functional Food.  

 Therefore, interested industry groups try to extend the type of claims allowed for 

Health Functional Food. Legislative aspects have to be taken into account with particular 

care in this nutritional field because they can strongly affect product marketing. 

 

 Requirement of distribution channels. For the market success of Health 

Functional Food it is additionally required to serve high-volume distribution channels 

such as supermarkets, general retail stores or discounts retailers. 

 In general, these are the most important distribution channels for Health 

Functional Food in South Korea. Therefore consumers expect Health Functional Food in 

such retail outlets and most of them are not willing to go in specific shops just to buy 

Health Functional Food products (Gilbert, 2000). Such a strategy does not exclude the 

possibility to serve specific distribution channels (like e.g. pharmacies, health food shops) 

either with the same or a modified product. In addition, it should be taken into account 

that Health Functional Food products are available for impulse buyings of consumers (e.g. 

in specific convenience-oriented shops) as well. 
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Case Study 

As mentioned above, a relationship with supplier and distribution channel is 

important and has become a means for marketing strategy. And also, the economic 

downturn, coupled with an over-supply of new health ingredients, is intensifying 

competition in the ingredient market. This in turn is leading to some more creative 

approaches to commercializing new nutrition science. 

Ingredient companies target branded goods companies. First they must get the 

attention of new product development or R&D teams that are pressed for time and short 

on resources. Getting their attention long enough to convince them about what your 

ingredient does and how it gives value to a finished product can be a significant 

achievement by itself. 

Many ingredient companies invest millions of dollars to develop science, to make 

their ingredient as process-friendly and as compatible with other ingredients as possible, 

only to find the entire commercial prospects of their ingredient rest on a decision by a 

marketer who may have no technical or scientific training. 

The problem is that ingredient companies and marketers do not speak the same 

language. Often ingredient companies cannot show what consumer needs their ingredient 

satisfies or offer any other consumer insight. Stilt a handful of far-sighted ingredient 

companies are taking a completely fresh approach. Nothing is as compelling as having a 

concept that has already been turned into a finished product that is consumer-tested and 

successful in the market. It's a "proof of concept" that even the most conservative 

marketer can't ignore. 
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Next case presents successful marketing strategy in the U.S, which is combination 

of probiotic supplier Ganeden Biotech and retailer Wal-Mart (Nutraceuticals World, 

2012).  

 

Ganeden Biotech and Wal-Mart. Probiotic supplier Ganeden Biotech has cut out the 

middleman and worked directly with a retailer (Wal-Mart) to develop and market a 

finished, branded, consumer-ready product. 

Ganeden worked with a co-packer to produce the type of yogurt Wal-Mart was 

looking for and then offered the retailer exclusive rights to the finished product, which is 

sold under the brand name enLiven. The model makes good sense; getting its ingredients 

into. Wal-Mart creates credibility for Ganeden that will make it easier to open doors 

elsewhere. 

The strategy appears to be working. Launched in March of 2011, now Wal-Mart 

is expanding the range. Although the retailer never discloses sales figures, this suggests 

that enLiven is working well enough. 

Ganeden's launch of en Liven is part of an increasingly common strategy by 

suppliers to conceive and develop finished products in order to build awareness and trust 

for their scientifically based ingredients and to demonstrate "proof of concept." With that 

proof, it's harder for brand managers to turn you down. In the future, more health 

ingredients could bypass the branded food companies and go straight into supermarket 

private-label brands. 

Successful innovation is, of course, dependent on far more than just an ingredient. 

Creating new markets for new ingredients is critically dependent on innovating in as 
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many ways as possible, including packaging, merchandising and brands and marketing 

tactics. 

As a result, ingredient suppliers will increasingly find that, in order to 

differentiate themselves, they will have to deliver a full service that addresses not just the 

ingredient, but also how it should be packaged, what should be on the product label, how 

it should be marketed and much more. 

 This type of thinking is a discipline that will help suppliers develop a much more 

coherent and credible message when presenting to prospective business partners. 

Ingredient companies are increasingly going to be market experts, branding experts, 

communications experts and consumer insight experts, as well as technology experts. The 

ingredient companies that do this first will gain the competitive advantage.  
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Conclusion 

 

 Health Functional Food offer interesting growth opportunities for the food 

industry but specific efforts of different actor groups (e.g. food ingredient suppliers, food 

industry companies, food retailers) are necessary to realize these opportunities in future 

(Jang, 2007). It means that diversification of sales channel will become a conversation 

topic mainly in the future Heath Functional Food market. This is because that spread of 

consumer stratum, increasing of participation of various corporations, and processing of 

development of innovative materials. 

 Gilbert (2000) suggests keys to marketing Health Functional Foods in her 

research, which is based on target audience. It can be apply to strategies for advertising, 

and summarized as follows:  

• Understand target audience. The core market for many nutraceutical and Health 

Functional Foods are the “Food as Medicine” shoppers, who are well-educated, well-

informed mid-lifers. 

• Product information and health claims about specific Health Functional Foods should 

be presented in a number of iterations – on product labels, in the media, and at doctor’s 

offices. 

• Skepticism about Health Functional Food will always exist, but education is key. “Food 

as Medicine” shoppers want to take care of themselves and Health Functional Foods 

provide one of the answers. But healthy eating, deriving adequate nutrition and health 
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protection from natural sources are also strong trends. It may be necessary to market for 

Health Functional Foods as just one of the ways to take better care of one’s self. 

• An aging Baby Boom population and a growing senior population are important 

markets for Health Functional Foods. Boomers transitioning to their senior years will 

take their healthy life ways with them. Marketers need to help Boomers self-prescribe 

Health Functional products.   

 For a few decades, consumers have relied on television as their primary source of 

health information, followed in priority by Internet and magazines. It is not surprising 

that television has been the primary source of health information. A survey of 122 local 

news stations in the top 50 markets reported that 40% of television broadcasts contained 

at least one segment on health (Pribble et al., 2006).  

 Through TV commercials, consumer can mostly obtain information of major 

ingredients because companies are generally emphasizing to present what their products 

include in it, and how superior components they used than other competitors. And also, 

they don’t forget to inform about the effectiveness of the Health Functional products. 

 The source of health information that is fastest growing in popularity, however, is 

the Internet. A 2012 national survey from the Pew Research Center’s Internet & 

American Life Project (NBJ, 2012), reported that more than half of adults ages 65 and 

older are, for the first time, now online. More that 80% of these users have sought 

information on health topics. This modality of access will increase among older adults in 

the future. A survey reported in the AARP Bulletin (December 2008, p. 4) revealed that 
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boomers age 50 to 64 were twice as likely as persons age 65+ to use the Internet to 

research information. 

 In order to reach effectively to these target audience, online advertisement have to 

be made more accessible and easier to find out for them because the old feel difficult to 

use Internet than young generation even if they have lots of interest with health care and 

must be huge consumers in the field of Health Functional Food. 

 Magazines are one of the easiest methods for advertising a product directly to the 

customer, and with this direct-to-customer marketing, manufacturers can increase product 

sales dramatically. Dittrich (2006) reported that women read an average of approximately 

400 to 600 advertisements from different types of magazines, and by the age of 17 years, 

a teen girl has received over 200,000 advertisement messages through the media. In other 

words, it would be accurate to state that women are an important market segment, and 

advertising in women’s magazines is an easy direct-to-customer advertising approach to 

increase the sale of a variety of products. In general, women have huge interest with 

losing weight firstly. Thus, if advertisement in magazine for women deals with that kind 

of contents, it will definitely works for their target audience.  

 In fact, most manufacturers often advertise in women’s magazines because the 

majority of women refer to these magazines as their main source for health and nutrition 

information. There are no requirements for the advertisers for vitamin, herbal, and dietary 

supplements in women’s or other magazines, except that the advertisements follow the 

advertisement ethics or rules and regulations documented by the national advertising 

board. 
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 In addition to above, the findings in this study show that the Health Functional 

Food market is a rapidly expanding market, and has characteristics of a changing market 

where flexible strategies are reflected in strategic collaborative development. Therefore, 

future development of Health Functional Foods will require new strategies for 

collaborative R&D activities (Kim, 2011). Skilled, experienced and well-informed 

managers will simply have to build on networks of experts and coordinate the 

development process, as a part of the new economy.  

 Furthermore, one way of gaining competitive advantages requires finding new 

ways of creating added value based on technological development (Branderhorst and 

Friele, 2003). It represents a technological upgrading process that leads to the production 

of value added products, profits from licensing agreements and a boost for the company 

image. 

 Businesses that want to succeed in this market need to develop new managerial 

methods, in particular for the identification of critical technologies (Cho, 2003). 

Strategies for accessing these new technologies may vary depending on the institutional 

conditions (Verbeke, 2005). It may, for instance, imply cross industrial cooperation. 

Where the pharmaceutical industry has an advantage, in a strong R&D tradition, the food 

industry seems to have a need. In Sweden, for example, collaboration between authorities 

and businesses in developing a legal framework for these products has promoted 

industrial engagement (Urala, 2005).  

 Also, according to Cho (2003), identification of critical technologies refers to 

building internal skills, employing innovative external sourcing, developing new markets, 
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establishing alliances, developing packaging, building strong brands and finding venture 

capital for new developments.   

In particular, it is true that building brands is difficult. To understand marketing 

strategies and communications for brand building, a comprehensive, cohesive model of 

brand equity is needed. One such model is the customer-based brand equity model 

(Keller 2001a, 2008). According to the customer-based brand equity model, brand equity 

is fundamentally determined by the brand knowledge created in consumers’ minds by 

marketing programs and activities. Specifically, customer-based brand equity is defined 

as the differential effect that consumer knowledge about a brand has on their response to 

marketing for that brand.   

In terms of suppliers so far, multinational food industry companies as well as 

internationally acting food ingredient suppliers are best positioned to overcome the 

specific challenges in the development and marketing of Health Functional Food. In 

general, these companies have the necessary R&D resources and know-how, the human 

and financial capacities as well as the marketing power to open new product segments as 

pioneering companies.  

Pharmaceutical companies often underestimate the specific characteristics of food 

markets and the needs of consumers, so that it can be expected that only single companies 

of this groups will move into the Health Functional Food market permanently (Bech-

Larsen and Scholderer, 2007). 

 There are only limited opportunities for small and medium-sized companies in the 

Health Functional Food market due to the specific challenges, which have to be 
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overcome in this segment. Potential future strategies for this group of companies are (Seo 

et all., 2012) :  

• Production and marketing of functional ‘‘me too’’ products in case the original product 

or functional ingredient is not protected by patents. 

• Exploitation and development of functional ingredients, which have been discovered in 

public research institutions. 

• Development and marketing of specific functional niche products with the help of 

innovative suppliers since small and medium-sized companies are in general faster and 

more flexible than the multinationals. 

• Production of functional private label brands is needed. While	  still	  offering	  so-‐called	  

price	  brands,	  small	  and	  medium-‐sized	  companies	  are	  also	  increasingly	  offering	  

private-‐label	  brands	  at	  the	  high	  end	  of	  the	  business.	  Such	  brands	  are	  competitive	  

with	  national	  brands	  in	  quality	  and	  marketing	  support	  but	  have	  substantial	  cost	  

advantages. 

• Development of attested functional ingredients in specialized biotech companies. It 

means that the proof of efficacy of Health Functional Food products requires knowledge 

in the medical field as well. To fulfill the strict requirements of scientific verification of 

the efficacy of Health Functional Food, statistically validated data from different model 

systems, from mechanistic examinations on the cellular and molecular level, from 

retrospective and prospective epidemiological studies as well as from intervention studies 

on humans have to be presented (Bellisle et al., 1998). So far only few of the components 
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of Health Functional Food have been examined on all of these levels (Menrad et al., 

2000).  

 A wide overview of the Health Functional Food and market has been presented. 

The most critical points related to functional ingredients commercialization and 

consumers’ acceptance have been highlighted to warn on some aspects that sometimes 

are not considered by entrepreneurs and scientists working in this field.  

 Moreover, the broad range of Health Functional Food and their several formats 

allow supporting various kinds of business, from the multinational company to the small 

and medium-sized companies and retail shop. All stakeholders in the future will have to 

pay increasing attention to the health claims made for their Health Functional products to 

meet the consumers’ demand for beneficial effects while complying with the 

international and South Korea regulations, which are especially dynamic in this field at 

the border between general food and pharma food. 
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