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Research on differentiated marketing strategy of ASEAN market for development
of Chinese patent medicine based on principal component analysis and
hierarchical clustering method
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Abstract: With high-tech, high added-value, and independent intellectual property rights, Chinese patent medicine (CPM) is one of the
most important exporting categories in Chinese materia medica (CMM), and its overseas development has become an important
symbol of international recognition for CMM. With the implementation of the Belt and Road Initiative and the acceleration of bilateral
economic integration, CMM trade between China and Association of Southeast Asian Nations (ASEAN) is facing with great potential
and opportunities. ASEAN market is bound to be a vital breakthrough in the globalization of CPM and has strategic significance for its
transnational operation. Since ten member countries of ASEAN have obvious differences in their economic development, market size,
and medical and health levels, this paper aims to establish evaluation index system, further subdivide the ASEAN market by means of
principal component analysis and hierarchical clustering method, and put forward different marketing strategies for each segmented
markets including developed market, emerging market, potential market, and secondary market, hoping to provide useful advice and
reference for the globalization of CPM in ASEAN or even in European and American main market.
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Table 1 Index system for ASEAN market segmentation
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both the quantum and value of CPM trade in indices X3, X5, and X; are calculated according to the first six HS code “300490”
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Table 2 Total variance interpretation
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8 0.000 0.002 100.000
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Table 5 Principal component scores of ASEAN countries

x 185 F 1855 Fy B4y Fy
W3E (BRN) 0.655 -1.156 -1.498
WHHZE(KHM)  —1.256 1.070 -0.423
ENEFEVIRIA -0.192 -1.292 2.255

(IDN)

ZH (LAO) -1.156 -1.682 -0.952
LSRG (MYS) 0.484 -0.219 0.550
gif] (MMR) — —1.831 -0.219 -0.595
e (PHL)  —1.391 0.954 0.206
Frindk (SGP) 5.663 0.448 -0.202
ZE (THA) -0.297 0.367 0.764
HRT (VNMD -0.679 1.998 -0.106
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Dendrogram using average linkage (between groups)
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Fig. 2 Cluster dendrogram of principal component scores
of ASEAN market
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Table 6 Results of ASEAN market segmentation for CPM
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