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From "New Beauty Momentum" to '""New Beauty
Quality"
—Mindset, Industry, Market and Society '"Four-
dimensional Integration' to contribute to the high-quality

development of the beauty industry

Abstract

Consumption plays a crucial role in modern society, which is not only the basis of
economic activities, an important driving force for urban development and cultural
prosperity, but also a reflection of the economic vitality and quality of life of a city
and even a country. In recent years, the income level of China's residents has been
continuously increasing, and the consumption demand is growing, personalized
consumption and the pursuit of consumer goods quality have become the current
trend in consumer demand changes.

With the deepening influence of rising national disposable income, gradual increase
in the public's personal concept of beauty and skincare, higher level of technological
innovation, awakening of women's independence, increasing awareness of health
and sustainable development, social media influence and cross-border cooperation
as well as flat-shot cooperation and other reasons, today's Chinese beauty market
has grown into the world's second -largest cosmetics consumer market. China's
beauty industry is gradually becoming one of the most dynamic industries in the
consumer sector.

The rapid development of the beauty industry is a kind of kinetic energy derived
from its own scale and speed, and at the same time, it is a powerful potential energy
due to its location and height. This report focuses on the proposition of "new quality
productive forces enabling the accelerated development of beauty industry",
describing how beauty industry, by tapping into the kinetic energy of its own scale
and speed, creates a "New Beauty Momentum" for the development of China's
economy and society and becomes a source of power to promote China's high-
quality development and meet people's aspirations for a better life.

New productivity promotes the prosperity of the consumer market. As an ecosystem
in which momentum and potential energy are continuously positively circulating
and mutually reinforcing, the "New Beauty Momentum" is essentially the best
interpretation of the combination of the beauty industry and new quality productive
forces. We believe that the combination of "new quality productive forces" and
"New Beauty Momentum" can promote the upgrading of "New Beauty
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Momentum" to "New Quality Productivity", and contribute to the high-quality
development of the beauty industry.

Promoting the greenization and low carbon of economic and social development is
the key in achieving high-quality development. The combination of "new quality
productive forces" and "New Beauty Momentum", through promoting scientific
and technological innovation of products and services, exploring the way of green
low-carbon and sustainable development, expanding the cooperation models and
the values of business ecology, building the soft power of culture and injecting
diversity and inclusiveness into marketing and promotion, will reconstruct the
consumer value and stimulate market innovation in both breadth and depth in terms
of consumer concept and social significance.

It is necessary to start from the four dimensions of mindset, industry, market and
society to activate the new quality productive forces and inject vitality into the
promotion of high-quality development of the beauty industry for promoting the
further development of the beauty industry. Therefore, we suggest that helping the
beauty industry to continue to develop rapidly can start from the following four
aspects, which are centered on the new quality energy of beauty: conceptualization,
to lead the new trend of beauty with new beauty qualities; industry support, to
stimulate new vitality of beauty with new beauty qualities; market cultivation, to
promote new prosperity in the market with new beauty qualities; and social
guidance, to promote the new concept of development with new beauty qualities.
We believe through the joint efforts of the government, the industry and the
community, beauty with unlimited momentum will surely become the earliest
butterfly to flaunt its wings in the consumer field, contributing greater "New Quality
Energy of Beauty" to boosting consumption, expanding domestic demand,
promoting a better life, and promoting high-quality development.

Main text

1. Consumption has become the '"main engine'" of China's

economic growth.

As the global economy is gradually coming out of the negative impact of the
COVID-19, various industries have ushered in a turning point of full recovery and
strong growth. According to data, China's gross domestic product (GDP) exceeded
RMB 126 trillion in 2023, a 5.2 per cent increase from 2022, placing it firmly in
second place in the world.

At present, consumption has become the main engine that drives sustained
economic growth. Data shows that in 2023, final consumption expenditure drove
economic growth by 4.3 percentage points, an increase of 3.1 percentage points
over the previous year, and contributed 82.5 per cent to economic growth, an
increase of 43.1 percentage points, making the fundamental role of consumption
even more significant.
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During the Spring Festival of 2024, there were 474 million domestic tourism trips,
with a total spending of 632.687 billion yuan; the box office of the Spring Festival
exceeded 8 billion yuan, an increase of 18.47% year-on-year; and the sales of key
retail and catering enterprises nationwide increased by 8.5% year-on-year. Behind
these vivid consumption figures is the embodiment of both supply and demand in
the consumer market, which also reflects the vitality of China's economy.

In recent years, policy guidance and structural reforms that have boosted market
confidence, a growing middle class and affluent population, and the rapid
development of digital infrastructure and the mobile Internet of Things have all
contributed to the fundamental and critical role of consumption in economic
development.

2. Beauty is one of the most dynamic sectors in the consumer sector

2.1 Industry: a key force for high-quality economic development

In recent years, the cosmetics industry has become a lighthouse industry in the
consumer market, and China has become the second largest cosmetics market in the
world. The cosmetics industry has been leading the broader market of total social
retail sales. China's economy has doubled about 10 times in the 40 years since the
reform and opening up, while the total retail sales of cosmetics has doubled about
29 times, and the beauty market has grown more than 1,000 times.

e In the domestic demand boost - consumers' upgraded desire for beauty gave
rise to new consumer demand, and the cosmetics industry has steadily caught up
with these demands through the supply-side reform, the industry and enterprises are
also actively integrating across borers, and continue to open up new consumer
experience and innovation model.

e At the level of social influence - development of the cosmetics industry has
rooted in diverse socio-cultural and natural resources, and has a strong affinity with
them. Beauty companies have taken on the responsibility of being the initiators and
forerunners of many social issues and actions, thus becoming the backbone of
China's inclusive and sustainable development.

2.2 Digitalisation: helping the cosmetics industry to soar

Innovation and expansion have always been the key words in this industry.

e The deep integration of beauty and digital intelligence technology has
opened up a new career track for young people in China. The digital
transformation of enterprises is also helping more practitioners to transform and
upgrade their careers, and China's digital leadership is allowing the beauty industry
to breed world-class professionals and even masters.

o Digitization moves towards digital intelligence, rapidly sensing the needs
of mass consumption. By collecting a large amount of consumer data from the
bottom up and breaking through the online and offline data silos, big data analysis
has become a necessary capability for consumer insights. In addition, beauty
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companies can use data analysis to provide users with brands, products, services
and experiences that interest them.

e Beauty "Blackbox Technology' creates an intelligent product landscape.
Technology support is essential for testing and guidance tools, personalized beauty
technology solutions, and sustainable beauty technology solutions. Through virtual
make-up testing, AR technology, intelligent recommendations and other means,
consumers can more conveniently understand and choose the right beauty products
for themselves, and improve purchase satisfaction.

3. Transformation and upgrading from ""New Beauty Momentum"
to '""New Beauty Quality"

3.1 The social background of '""New Beauty Momentum"

At present, China has taken " fulfilling aspirations of citizens for a better life" as its
main goal, leading China's development to focus more on beauty. In recent years,
the public consumption concept as well as the concept of aesthetics gradually
upgraded and changed, more and more consumers began to pay more attention to
their own external image, make-up gradually become more and more important.
People's understanding of beauty has increasingly touched from the outside to the
inside, from ‘Beauty for others’ to ‘Beauty for me’, beauty has become a self-
consistency of the human beauty, consumers began to pursue "fashion" and
"personality”, beauty is also gradually carrying consumers to a better quality of life.
Beauty also gradually carries consumers' desire for a better quality of life and helps
consumers to show their personality.

The status and development of beauty industry in China is a mutual promotion of
industry and socio-economic development, and a process of mutual conversion of
kinetic and potential energy. On the one hand, the momentum of China's social and
economic progress has created a broad potential space for the development of
China's beauty industry; on the other hand, the momentum of the beauty industry's
development has also become a constant source of potential energy for China's
social development. We define this ecosystem of positive circulating and mutually
reinforcing kinetic energy as the "New Beauty Momentum".

In order to constitute the result of complementary transformation between dynamic
and potential energy, the beauty industry should firstly accumulate momentum in
the process of its own development and evolution. At the same time, we also need
to find a new track from the social development of the new wind mouth to take
advantage of the momentum so as to provide the market, the industry and
consumers with innovative ideas, products, services, experience, knowledge and
unlimited aspirations for beauty and other multiple values.

3.2 Four Dimensions and Ten Trends of the '""New Beauty Momentum"
Cultivating the development of new quality productive forces requires multi-
dimensional synergy. In the next part of the recommendations, we will explain each
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of the four dimensions and ten trends of the "Beautiful New Potential" to provide
ideas and a basis for promoting the quality of consumption.

3.2.1 Aspect I: Mindset

Beauty carries consumers' aspirations for a better life and helps them to
express their individuality and dare to create tomorrow.

e Trend 1: Price-savvy and cautious to express beauty —Active to pursue
dream and quality

The beauty industry is developing in the direction of high quality and diversification.
With the continuous rise of per capita disposable income and the pursuit of quality
of life by the society at large, domestic per capita cosmetic consumption points to
a year-on-year increasing trend. At the same time, beauty and people's aspiring
lifestyles are mutually reinforcing. The specialisation of product functions, the
breadth of social media, and the high-end nature of beauty products will support
consumers in their pursuit of higher levels of physical and mental health.

e Trend 2: Beauty for others — Beauty for me

The rise of consumers, especially female consumers, and the awakening of their
self-confidence and unique aesthetic concepts are constantly changing consumer
attitudes towards the pursuit of growth and individuality. In addition, along with the
development of the Internet, the silver-haired people, men, disabled people and
other groups are also constantly exposed to and understand the charm of fashion,
and continue to move towards the centre of the "beauty spotlight".

China released a guideline at the beginning of 2024 for measures to further
implement its national strategy to address population ageing and boost the sense of
fulfilment, happiness and safety among the elderly, emphasizes the development of
the anti-aging industry, and the deepening of the R&D and application of the skin
aging mechanism and the human aging model in the field of anti-aging. Vigorously
developing the anti-aging industry can not only expand the space for the
development of the silver economy, but also meet the diversified anti-aging
consumption needs of high-net-worth people and young groups, and promote the
diversified development of social culture.

e Trend 3: Beauty for self-healing for indulgence— Beauty for confidence to
live better

Currently, beauty has long been part of the consumer's good life. Beauty is no longer
just a product of hedonism, it represents optimistic expectations and a sense of
social desire to change and better oneself and society.

3.2.2 Aspect II: Industry

From the planned economy to the trend of marketization and technology in
China, the beauty industry has continued to develop new consumer
experiences and innovative models through organisational upgrading and
digital intelligence innovation, accelerating its development while also and
sharing the opportunities to more people.
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e Trend 4: (size) Beauty with limited choices — beauty with diverse offers to
beef up industry

Today the beauty industry has gone from offering consumers few choices to
launching a wide range of products with increasing influence. Data show that
cosmetic sales have grown faster than the broader market, and their share in social
retailing has continued to rise. In addition, beauty has become a flagship industry
capable of driving regional development and building industrial clusters.

e Trend 5: (innovation) Beauty-Silos growth — Beauty exploded with cross-
over innovation

China is being regarded as the most important strategic market in the world by more
and more international enterprises. Currently, the cosmetics industry is developing
from a single-development primary manufacturing industry to a modern light
industry based on high quality, new patterns, great integration and innovation.
Through the innovation of organizational form, beauty enterprises undertake the
greater impetus brought by science and technology, and actively explore new
opportunities in the industry by virtue of the dual-track model of internal cultivation
and incubation, and external investment and merger and acquisition, which also
builds a broad platform for cross-border innovation for other industries.

e Trend 6: (channel and beauty talent) Single traditional retailing model
with BA — Omni-Channels fueled diversified job needs

The deep integration of beauty and digital intelligence technology has opened up a
new career track for the beauty business to Chinese young people, and the digital
transformation of the enterprise is also helping more practitioners to achieve career
transformation and upgrading, and helping them to break the ceiling of their careers.
3.2.3 Aspect III: Markets

As one of the industries closest to young consumers and with the highest level
of marketisation, the beauty market has truly entered an era of blossoming
and high-quality development with the co-evolution of enterprises and the
market, as well as the synergistic upgrading of market supply and demand

e Trend 7: Beauty as non-essential product driven by supply — Beauty as
life necessity driven by demand

Currently, cosmetics are gradually transforming from supply-driven icing on the
cake of non-essentials to demand-driven must-have consumer products, and brand
and consumer co-creation are driving reverse product innovation. Compared to the
passive consumers of the last century who received brand and product messages,
the new generation of young people has the ability and interest to actively
understand and express and contribute ideas for their own needs.

e Trend 8: Giant rules the market —Everyone has chance to shine

The development of cosmetics is stepping into the era of benign development of
blossoming. Driven by the Internet, digital economy, etc., China's cosmetics market
continues to open and expand, business policies are emerging, market regulation is
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also increasingly up-to-date, more and more in line with international standards, in
recent years, China's existing cosmetics-related enterprises 14,767,400, more than
90 per cent of the enterprises were established within five years.

3.2.4 Dimension IV: Society

The development of beauty is rooted in diverse social cultures and natural
resources, and thus has a natural sense of social needs and environmental
issues. Coupled with beauty's inherent affinity, beauty companies have
naturally taken on the responsibility of being the initiators and forerunners of
many social issues and actions, thus becoming the backbone of China's
inclusive and sustainable development.

e Trend 9: Exclusively hers— Sharing and inclusion

As China enters a new stage of development, inclusion and diversity have become
a must, and empowering women is particularly noteworthy, as women are no longer
confined to contributing to their families, but also to making beautiful contributions
to economic and social development.

e Trend 10: Prioritizing Growth with Responsibility — Green Pioneers for
a Better Planet

The development goals of beauty companies have achieved a transition from
pursuing short-term financial performance to sustainable, high-quality development.
As one of the industries closest to consumers, beauty has a great influence on
shaping people's consumption philosophy and values. Through our own
transformation, we are driving upstream, downstream and consumers to put
sustainable consumption into action.

3.3 "New Beauty Momentum" provides a "vivid footnote" to the new quality
of productivity in the beauty industry.

3.3.1 What is new quality productive Forces

The consumption structure of China's residents is constantly upgrading, and people
favour products with high technological and cultural content, easy to use, and more
beautiful and qualitative products. In September 2023, President Xi Jinping
proposed the term "new quality productive forces" for the first time during his visit
to Heilongjiang, pointing out the direction for the integration of scientific and
technological innovation resources, and the development of strategic emerging
industries and future industries. New quality productive forces are the result of
technological revolution. The new quality productivity is the contemporary
advanced productive force generated by revolutionary breakthroughs in technology,
innovative allocation of production factors, and in-depth transformation and
upgrading of industries, which takes the qualitative change of workers, means of
labour, objects of labour, and their optimal combinations as the basic connotation,
and the enhancement of total factor productivity as the core symbol.

3.3.2 ""New Quality Productive Forces' and "New Beauty Momentum"

New productivity and consumption are intertwined, and from 2021 to 2025, the
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CAGR of the technology-enabled beauty industry could reach 17.1 per cent. If we
can deepen the application of new technology as the driving force of new quality
production, empowering the beauty industry, will further inject new vitality and
power for the entire beauty industry, that is, to further unleash the "New Beauty
Momentum".

e Through scientific and technological innovation and innovation in production
factors, enterprises are able to develop more attractive and competitive products to
meet people's changing needs and preferences. Low-carbon, environmentally
friendly and renewable design concepts, personalised and customised services and
shopping experiences that ignite consumer scenarios provide consumers with more
diversified and segmented choices, thereby promoting the development and growth
of the consumer market.

e Through integration with new quality productivity, the beauty industry can
achieve more efficient production and management, and improve product
quality and innovation. Such innovation not only meets consumer demand for
personalised and high-quality products, but also brings new growth points and
competitive advantages to the beauty industry.

e New quality productive forces will also promote the upgrading and
transformation of the beauty industry chain. From the research and development
of raw materials to the design and manufacture of products, to the expansion of
sales channels and the innovation of marketing methods, all will benefit from the
empowerment of new technologies. This will further contribute to the formation of
an ecosystem for the beauty industry, forming a virtuous cycle and mutual
promotion.

4. Core policy recommendations

There is also an interaction between technological innovation and changes in social
institutions that drive society forward. New quality productive forces promote the
prosperity of the consumer market. By promoting technological innovation in
products and services, exploring ways of sustainable development, expanding the
value of cooperation models and business ecology, as well as injecting diversity and
inclusiveness into marketing and promotion, the market will be stimulated to
innovate. Therefore, we propose to work with the four dimensions of the New
Beauty Momentum, so as to further activate the new quality productivity and
support the high-quality development of the beauty industry.

Figure 1: Core policy recommendations

Government Role | Thrust Policy recommendations
Mindset: New innovations in the — Promote the exchange of
Leading the new concept of integration of new products globally and
trend of beauty beauty maintain the vitality of the
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4.1 Mindset Dimension: Leading the new trend of beauty with the new quality
energy of beauty

We propose to integrate new innovations in beauty concepts and cultivate new
enhancements in beauty perceptions. Specifically:

e Promoting global new product exchanges to maintain the vitality of the
beauty industry: The Government has established overseas procurement
channels and trade cooperation mechanisms to encourage enterprises to
introduce global new products and enhance product diversity and
competitiveness; it supports the organisation of international beauty
exhibitions and exchanges to attract the participation of domestic and foreign
brands and professionals to promote the development of the industry.

e Promote the diversified integration and interaction of beauty consumption
perception: provide financial support and policy inclination to encourage
innovative beauty enterprises to develop new modes such as new retail, live
streaming with goods and social e-commerce; set up business incubation bases
to provide venues, funding and mentor support for start-ups, and to promote
the perception of the new industry and the space for growth.

4.2 Industry dimension: Inspiring New Vitality for Beauty with New Quality
Energy for Beauty

We propose to enable high-quality enhancement of products, services, experiences,
etc, promote concepts, technologies, applications and other upgrades, Stimulate
innovation, diversity, individuality and other consumer vitality. Specifically:

e Encouragement of R&D and innovation in beauty ingredients: Increase
the financial investment in R&D of beauty ingredients, support research
institutes and enterprises to carry out research on raw material technology,
and improve the independent R&D capability of domestic beauty ingredients;
encourage cross-industry co-operation, and apply biotechnology,
nanotechnology and other cutting-edge technologies to the R&D of beauty
ingredients, so as to promote industrial upgrading and innovation.

e Encourage the efficient transformation and landing of beauty science and
technology: establish a platform for the transformation of scientific and
technological achievements, promote the docking of scientific research
achievements with industrial demands, and promote the transformation of
scientific and technological achievements into practical applications; provide
tax incentives and policy support to encourage enterprises to increase their
investment in science and technology, and to promote the efficient
transformation of beauty science and technology and the upgrading of the
industry.

e Build an inclusive and sustainable future, with a focus on the silver-haired
and diverse groups: support the development of beauty products for the silver-
haired and diverse groups in response to the needs of consumers of different
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ages, skin textures and cultural backgrounds, and encourage enterprises to
develop beauty products targeting the silver-haired and diverse groups.

4.3 Market Dimension: Promoting New Market Prosperity with Beautiful New
Quality Energy

We propose to create a new balance between supply and demand for beauty
consumption and incubate a new ecosystem for beautiful economic growth.
Specifically:

e Moderate deregulation to inject new vigour into the consumer goods
market: on the premise of ensuring product quality and safety, streamlining
the approval process and reducing administrative approval costs to encourage
enterprise innovation and product renewal; establishing a sound regulatory
system, strengthening supervision during and after the event, improving
regulatory efficiency and service levels, and safeguarding consumer rights and
interests.

e Promote in-depth cooperation among enterprises belonging to the main
chain of the beauty chain: share resources, complement each other's strengths
and develop together; establish a government-guided fund to support
cooperation projects between large enterprises and start-ups, and reduce the
threshold and risks of cooperation.

4.4 Social Dimension: Promoting new concepts of development with new
qualities of beauty

We propose to tap into the new connotative value of "beauty for all" and
demonstrate a new social responsibility for green development. Specifically:

e Achieve green and sustainable goals and bridge seamlessly with
international standards: encourage enterprises to adopt environmentally
friendly materials and production processes, and promote the research,
development and production of green beauty products; strengthen cooperation
with international standards organisations, enhance the international
competitiveness of the beauty industry, and promote the industry's progress
towards green and sustainable development.

o [Establishing an international communication and exchange mechanism to
promote cross-border cooperation in cultural and artistic fields for quality
enhancement: Strengthen cooperation with various industries, promote
cultural exchanges and fusion and cross-border cooperation, and empower the
international communication and exchange mechanism; organize
international beauty culture activities and exhibitions, enhance international
influence, and promote China's beauty industry to the world.

5. Outlook: "Butterfly effect", unlimited potential

From "beautiful new potential energy" to "beautiful new quality energy" - human
society will be from the mindset, industry, market, society "four-dimensional "The
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human society will undergo a profound change from the concept, industry, market
and society. In this "potential" and "quality" of change, the beauty industry's
contribution to human society will be significantly increased.

e Economic contribution: Figures show that the beauty industry provides
around 3.6 million jobs in the EU. The beauty industry covers a wide range of fields
such as colour cosmetics, skincare, personal care and perfume, with a huge output
value. With the support of the relevant departments, the new potential of beauty will
make the industry chain more mature and the synergy of enterprises in the chain
closer, and will also create a large number of jobs.

e Socio-cultural impact: Beauty is not just about appearance, it is also a
reflection of culture and lifestyle. Under the guidance of the relevant authorities,
the New Beauty Momentum will enable beauty products and techniques to play a
more important role in society, and more deeply influence people's aesthetic
concepts, self-expression and social interactions.

e Enhancement of personal image and self-confidence: Today, some 63 per
cent of women believe that cosmetics help them to better express their personality,
and 48 per cent believe that they reveal their true selves. With the help of the
relevant departments, the New Beauty Momentum will, through make-up and
skincare, enable each individual to look more confident, to be more certain of
creating an image that meets their expectations, and to enhance their self-
confidence, so that they can be more actively involved in their work, study and
social life.

o International exchanges and cultural exports: The international exchange
and dissemination of beauty products and beauty culture promote exchanges and
integration between different cultures. When beauty brands from many countries
export their products and brand marketing, and create cultural representatives of
their own countries, the New Beauty Momentum becomes a world language and
promotes international cultural exports and exchanges.

From a cultural point of view, beauty is not only a kind of decoration, but also a
kind of belief and attitude, as well as a way of self-expression and identity for
individuals. It empowers people with self-confidence and courage, allowing them
to dare to show their true selves and pursue excellence. Creating beauty can inspire
people's inner motivation and lead society to a better future. The rise of the beauty
industry is not only about the pursuit of external beauty, but also about the
presentation and communication of inner beauty. Through beauty, individuals are
able to express themselves and show their charisma, and this attitude of confidence
and beauty inspires more people to bravely pursue their dreams and meet challenges.
To unleash the infinite potential of "Beauty New Momentum," support for the
cosmetics industry at the policy level not only leads the trend with fresh beauty
qualities, but also stimulates new vitality, promotes market prosperity, advances
new ideologies, and injects new impetus and vigor into industry development. This
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fosters the cosmetics industry towards a healthier, more environmentally friendly,
and innovative direction.

To sum up, the exemplary effect of more and more beauty enterprises ripples to
more industries, allowing more brands and more people to contribute more beauty
wisdom and power. We firmly believe that in the fertile soil of new opportunities in
the new era of China's development, under the joint efforts of all beauty people and
ecosystem partners, through the government's cultivation and the evolution of the
market, the infinite potential of beauty will become the earliest beautiful butterfly
flapping its wings in the field of consumerism, and will contribute to the boosting
of consumption, the expansion of domestic demand, and a better life, contributing
to the high-quality development of the greater "beautiful new quality energy".
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