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Huge potential

The size of China’s elderly
population is staggering. By 2030 it
will have 360 million people aged
over 60, a third more than today,
while the over 60s will account

for more than a quarter of the
population.

Significantly, this baby boomer
generation will also enjoy increased
average life expectancy up to 76.
While obviously to be welcomed,
this will also place a huge burden
on China’s medical system and on
wider society, particularly given the
four grandparents/two parents/
one child structure. Even the recent

relaxation of the one-child policy will
not sufficiently alleviate the elderly
burden.

At the same time, medical
expenditure by the over 60s is
expected to double over the

next 10 years. On average elderly
households currently spend just
under US$500 a year on healthcare-
related services and products, but
this is forecast to reach more than
$1,000 a year by 2030. So if you
do the simple maths, then we are
looking at a $360bn market in a
decade.

Yet despite its size, China’s elderly

patient market remains mostly
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undervalued and overlooked by
both international and Chinese
suppliers which often don't have
specific promotional teams in place
to address the opportunity.

Instead tech companies are already
one step ahead. For instance since
2015 Alibaba has run its Rural
Taobao initiative which is designed
to improve the living conditions of
China’s rural regions by creating a
network of centres across villages
that enable residents to purchase
products online. Communities are
taught how to use the internet

and order products online, and
Alibaba has specifically created an
e-commerce channel that is easier

for elderly people to use.

China population is ageing rapidly and becoming more affordable

in health related expenditure in the coming decades

China population by age, in bn
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Market opportunity

For healthcare-related product and
services players, there are three major
market opportunities:

Care and nursing

Given its vast elderly population China
will increasingly rely on home care
services, and earlier this year the State
Council called for the expansion of
various community-based and home-
based elderly care services to make

it easier for elderly to receive care at
home.

The market for care and nursing,
which includes non-healthcare services
such as the use of domestic helpers
and home nursing care services, has
in particular been driven by the ‘empty
nest’ syndrome whereby more elderly
Chinese now live alone rather than
being looked after by their children.
At the moment nursing care is
provided by registered nurses

working in hospitals, although some
companies did start to capture this
opportunity several years ago by
offering registered certified nurses

to customers via online platforms.
However they have faced various
challenges such as the difficulty in
getting licenses approved, and the
struggle to provide good quality care
as hospitals remain reluctant to allow

nurses to assume such activities in

their spare time.

Given the demographics home
nursing could certainly in time be an
attractive market, but both Chinese
and foreign companies need a long
timeframe to generate decent returns
and achieve scale. At the moment
China has around 160,000 elderly care
institutions and facilities, half of which
are privately owned, with more than

seven million beds.

Some foreign companies do already
participate in this market. For instance
earlier this year Australian company
Lendlease invested $279m in a
housing project for 1,300 elderly
residents close to Shanghai, and many
other companies are investigating
similar projects. Insurance companies
such as Taikang Insurance Group
and China Life are also active
investors and operate their own

institutions across various cities.

Healthy products

Healthy lifestyle products such as
traditional Chinese medicine, health
foods and supplements, and massage
equipment, are all geared towards
disease prevention. Many companies
already promote such products with a
variety of claims as they try to cash in
on the opportunity.
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But in recent years the number of
complaints related to such products
has increased and there is a general
lack of consumer confidence. As such,
companies need to achieve product
accreditation with health authorities
such as the National Medical Products
Administration(NDPA, formely bureau
CFDA) or secure endorsements from
leading hospitals.

Disease management

Medicines and devices which manage
specific disease that are relevant to
the age is a fast-growing market
especially for chronic diseases (such
as high blood pressure and diabetes)
growing at 30 per cent plus year on
year. Products related to those disease
groups that have unique features

and which differentiate from existing
products will experience the highest
chances of market success.

Cardio High blood pressure

vascular High cholesterol

diseases Heart disease surgery (i.e.
stents)

Endocrine | Diabetes

diseases Devices and tests for
blood glucose
Wearable devices for
blood glucose

ENT Hearing aids

diseases Intro-ocular lenses for

cataracts

Post-stroke | Rehabilitation devices
manageme | Electric wheelchairs
nt Robotic devices

Skeletal Osteoporosis
muscular Rheumatoid arthritis
disease Spondylitis
Neurologic | Alzheimer’s disease
al diseases | Parkinson’s disease
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Self-pay market

One of the characteristics of China’s
elderly patient market is that only a
low portion of patients are covered
sufficiently with healthcare schemes or
insurance. In fact only 30% of China’s
current 240 million elderly population,
largely based in urban areas, are

covered.

As such medical bills are paid direct
by elderly people out of their savings,
or very often by their children who
are then directly targeted by product

promotions (rather than patients
themselves being targeted).

With retail and e-commerce options
now providing stronger penetration
of the market of chronic and adjuvant
treatment..

The fact that lot of spending is out-
of-pocket also means that customers
are more cost-sensitive. An average
monthly pension of RMB 3,153
(US$443) hardly covers the expenses
required for advanced medical
devices such as those required for
rehabilitation.
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It is however a government priority
that healthcare spending should not
be blocked by the cautious use of
savings, and it has pledged to increase
long-term care insurance coverage.
Unlike a country such as Japan which
combines its medical and senior care
insurance, most cities and provinces in
China separate them. Although China
has started trial programmes for a
combined insurance model it has so
far met with mixed success, implying
that there is still a long way to go

until we see an effective and efficient

scheme.
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Solutions and
products

There are an emerging number of
Chinese home-grown tech players
able to provide cheaper products
and reach markets faster (in terms
of registration) compared to
multinationals. Such players are also
using digital technologies and new
approaches to deliver ‘intelligent’
home care.

Because these local companies have
certain advantages in their product
approval and launch timeline over
international peers, they are able

to define a very attractive offering

in terms of both usability and

affordability. Hence their products are
becoming increasingly sought-after
assets by international players which
are willing to invest in the Chinese
market. What these local companies
lack is brand power and international
heritage which is exactly what a
foreign company can bring to the
table, especially as elderly patients
still tend to trust international brands
more than Chinese brands.

Examples

An example of such a company

is Beijing start-up KangKang

which has developed a wearable
sphygmomanometer (blood pressure
gauge) reminiscent of a watch that

can be connected to doctors. Another

is Shenzhen-based Glutrac which
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has developed China’s first non-
invasive and wearable blood glucose
meter and which also provides a fully
connected ecosystem to its device.

It has signed partnerships with BGI
Aoyuan and iCarbonX, as well as
establishing a service package that
connects the patient with a doctor
online.

Shanghai company Fourier
Intelligence, currently in its B round
of financing, has developed a CFDA-
certified rehabilitation robotic system
that allows elderly patients suffering
from mobility impairment to be able
to move freely without assistance.

Its products are already being used
in various leading hospitals across
Shanghai.
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Market reach

How do reach this huge market of
hundreds of millions of customers
remains a massive challenge,
especially as the elderly patient
product market is so fragmented.
Successful Chinese players are
pursuing clear distributor-led
models to achieve coverage and
penetration. For instance leading
Chinese medical device company
Yuwell Medical makes half of its
RMB5bn sales from products related
to elderly patients such as blood
glucose meters, nebulisers, oxygen
concentrators and wheelchairs, and
is seeing this segment grow faster
than non-elderly medical products.
To achieve coverage and drive

its 30% year-on-year growth in

this segment, Yuwell works with
hundreds of distributors across the
country via its teams of five to ten
sales managers per province. It
also allows distributors to find the
best possible avenues to market,
encouraging them to set up their
own e-commerce shops offering
the Yuwell portfolio while also
assisting with online advertising and
education. The model is working

very well with Yuwell's sales of
elderly patient products related to
e-commerce increasing by more
than 60% year-on-year since 2013.
Other companies such as Shanghai
Daisy FSMP, which offers nutrition
supplements for the elderly, or
Shanghai Wincome, a provider
of hospital nutrition information
systems, started by being
accredited with leading hospitals
they partnered with and provided
medical support to doctors and
hospitals, before rolling out their
products to the wider market via

e-commerce.

Product portfolio

In this environment, a
comprehensive product portfolio
becomes an important winning
factor. Companies offering only

one specific product find it hard to
secure the right distributors and
achieve decent returns on marketing
spend. Instead, many have opted for
licensing partnerships with leading
Chinese medical device makers in
order to access their distribution
networks.

Another way for a one-product
company to achieve market access
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is through partnering with global
direct-sales companies such as
Avon and Mary Kay, as personal
detailing works especially well in
China’s elderly communities.

The landscape of both physical shop
retailers and e-commerce platforms
geared towards elderly patients is
also very fragmented. Even larger
so-called retailers such as Share
Joy, with total revenues of around
RMB500m, have very few own
stores but use sales people to visit
local communities and sign up the
elderly for membership schemes.
Other retailers such as Kang Fu Zhi
Jia only have around 200 physical
stores across the country, and
increasingly rely on e-commerce to
reach customers.

Many leading elderly care products
e-commerce platforms are

actually pharmacy chains such

as People Drug Store Chain

or Guangdong Kang Ai Duo
Drugstore Chain, followed by a
plethora of dozens - if not hundreds
— of other platforms.
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Shuffling the pack

The good news for any business
seeking to capitalise on the massive
market opportunity presented by
China’s elderly care market, is that
no one brand fully owns the space.
Put another way, right now the
cards are just being shuffled. Even
the largest players such as Yuwell

still have a low overall market share,

all of which provides an opportunity
for new home-grown and foreign
players to establish themselves and

grow.

As we said earlier in this report,
companies undervalue this obvious
opportunity at their peril. But
multinationals in particular looking
to enter the market must also be
aware that they cannot simply ‘copy
and paste’ their Western portfolio

into China. Instead they need local
products, local offerings, and local
partners.

The point about local partners is
particularly key. Operating in such a
fragmented market requires a smart
and extensive distribution network
that is driven more by distributors
than by in-house sales teams.
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