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Despite slowing economic growth in recent years, annual consumer spending continues to in-
crease. Yet this increase—along with economic development—is uneven due to China’s two-speed 
economy. Consumer spending is concentrated on the wealthy coast and large urban areas, how-
ever, spending power in the interior of the country will increase faster than that on the coast over 
the next 5-15 years, buoying long-term demand.

China is currently the second largest market for personal care products in the world and is ex-
pected to become the largest by 2018. Sales of personal care products surpassed 222 billion CNY 
in 2016, an 8% growth compared to the previous year. The most sold product category is skin-
care, generating over 142 billion CNY in sales, which is more than all other categories combined. 
The top 5 companies dominating the personal care market--multinational corporations, mostly 
Western--are Procter and Gamble (P & G), L’Oréal, Shiseido, Unilever, and Mary Kay.

However, the personal care market in China is highly competitive and segmented. Even estab-
lished large multinational corporations find it challenging. Common challenges faced by foreign 
personal care firms in China include: 1) determining feasibility, 2) low brand loyalty and quickly 
changing preferences, 3) branding and localization, 4) deploying an effectie marketing strategy, 
and 5) finding suitable local distribution parterns and establishing good sales channels. 

Revlon exited China in 2014 due to low sales. The company failed to diversify their sales chan-
nels, relying on distributors ill-suited to their needs, did not invest enough in marketing, failed to 
recognize the popularity and utility of fast developing social media platforms which a majority of 
Chinese consumers use to research for personal care products before purchasing; and was un-
able to adapt to the changing preferences of Chinese consumers--the company did not launch or 
rebrand any products specifically tailored for Chinese skin types.

To succeed in China’s personal care product market, businesses should: 1) determine how to fea-
sibly sell in China, 2) localize their brand and product(s) while retaining authenticity, 3) deploy a 
marketing strategy that includes an online component, 4) find reliable distributors and establish 
diversified sales channels, and 5) find a professional local partner help navigate common chal-
lenges and carry out necessary due diligence and preparation in order to minimize risks, reduce 
costs and maximize long-term returns.
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MARKET OVERVIEW
Market Growth: Personal Care

China’s personal care market is grow-
ing rapidly, in tandem with the growth 
and development of the country’s 
economy. According to Euromonitor, 
a market research firm, total retail 
sales of skin care products and cos-
metics in China were topped 169.1 
billion CNY and 28.3 billion CNY, re-
spectively, in 2016. The market for 
each saw year-on-year growth of 5% 
and 12%, respectively.  Morgan Stan-
ley Research estimates that China 
will become the largest national mar-
ket for beauty products by 2018.
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Chinese Consumers’ Growing Wealth

Meanwhile, consumer spending in China is expected to increase 9 percent year-on-year through 
2020, according to the Boston Consulting Group (BCG). On top of that, Chinese households have 
low levels of debt; China’s household debt-to-GDP ratio is 40 percent, much lower compared to 
other developed economies. This means they can dedicate more income to consumption now 
and in the future. In addition to rising incomes and low household debt, the younger generation 
of Chinese consumers (those  born after 1980) is more consumption-oriented and expected to 
account for 53 percent of total Chinese consumer spending by 2020.

Retail Sales Growth in Personal Care Products

Source: China National Bureau of Statistics
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Individual Income in China

Average in USD (thousands)

Source: China National Bureau of Statistics

China’s Two-Speed Economy

Since the start of its economic reforms in the early 
1980s, China has experienced uneven development, re-
sulting in a two-speed economy. The south and east of 
the country, where special economic zones were estab-
lished, have seen tremendous growth while the devel-
opment of interior provinces continues to lag. Shanghai, 
the wealthiest municipality, is five times wealthier than 
Gansu, the poorest province in China. Much of con-
sumer growth in China is fueled by demand in coastal 
provinces and large cities. As the interior of the coun-
try develops, consumer demand there will follow. This 
means the Chinese market is far from being saturated 
and these lower-tier cities offer huge short and long-
term potential for companies wishing to sell in China.
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Top Retailers of Personal Care Products

Multinational companies dominate the per-
sonal care market in China. The largest retail-
ers in China—mostly Western—are  Procter 
and Gamble (P & G), L’Oréal, Shiseido, Unile-
ver, and Mary Kay.  These companies own a 
wide range of brands in multiple product cat-
egories, which cater to many different sub-
groups of China’s consumer market. They have 
also invested heavily in marketing and devel-
oping effective sales channels over the years. 
As a result, they have achieved deep market 
penetration and built reputable brand images.

Source: Euromonitor

Most Popular Type of Personal Care Products: Skincare

In 2014, skin care products accounted 
for 55% of all purchases of personal 
care product in China according. This 
includes creams, cleanser, masks, eye 
care and similar skin care products, 
among others.
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Sales of Personal Care Products by Type

Source: Euromonitor
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Determining Feasibility

The AUA Spectrum

The Awareness-Understanding-Affordability 
(AUA) Spectrum tells you who to sell to, where, 
and at what price. Many firms fail in China 
because they haven’t accurately measured the 
feasibility of selling their product in China and, 
if feasible, where their product falls along this 
spectrum, so they can effectively target and 
invest resources. 

Consumer Awareness & Understanding

Awareness and understanding of the different brands, qualities, applications, and other key factors 
for personal care products in China varies considerably compared to mature consumer markets, 
such as the United States or Japan. Variation is mostly based on geography and income—which 
tend to be interlinked. Large urban areas and coastal provinces, generally, are typically the wealth-
iest local markets in China, with greater exposure to foreign markets and cultures and the dispos-
able income necessary to try new, often expensive (by local standards), foreign goods. Smaller cit-
ies, towns, and interior provinces, tend to be in contrast to this—often starkly so. Knowing where 
your product fits along the AUA spectrum is a major contributor to success or failure in China.

Measuring Affordability & Geographic Targeting

Properly measuring the affordability of your product in China will enable you to determine if there 
really is a consumer base that can afford to buy your product and, if so, where they’re located. This 
allows you to employ accurate geographic targeting and focus your resources on those areas most 
likely to bring commercial success. 
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A good localization strategy must incor-
porate local preferences, habits, and how 
to communicate ideas in a way that reso-
nates in a culturally relevant and attractive 
way. Those who do this succeed; those who 
don’t, fail. Failure is typically due to lack of 
knowledge regarding Chinese culture, his-
tory, language, and preferences or because 
a firm believes what worked well in one 
market will work well in another. Successful 
firms invest the time and resources neces-
sary to properly localize their brand or em-
ploy the expertise of those who can guide 
them correctly through this necessary, yet 
often overlooked, process.
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Localizing a Brand & Product

In China, brand loyalty is low, but the value placed 
on products that project high-quality, unique/novel 
and luxury is high. Foreign companies often struggle 
to communicate or alter their brand to accommodate 
Chinese culture, ways, of thinking, and consumer 
values. It is essential that your brand resonates with 
Chinese consumers so that it will stand out in their 
mind as distinct as they’re faced with ever increasing 
options when shopping.

Localizing your particular consumer product’s scents, 
colors, applications and effects (e.g. whitening). 
While some products require little or no localization, 
others do. Making sure you determine this need and 
properly localize is important.



COMMON CHALLENGES
Deploying an Effective Marketing Strategy

Marketing in China differs greatly from that in more mature markets, such as the US. In the past, 
traditional channels, like TV advertising and print, worked well because there were few well-de-
veloped alternatives, and these were the mediums through which most people received informa-
tion. Although expensive, they were once the best—and sometimes only—way for a company to 
effectively reach its target customers. 
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This is changing quickly. Chinese consum-
ers are adopting mobile technology and in-
creasing their use of them at a faster rate 
than their counterparts in mature markets. 
As a result, China has leapfrogged from the 
analogue age of marketing offline, to the 
digital one online.

We Chat alone, the largest online platform in China, has over 700 million active monthly users. 
Online media and marketing channels are now more popular than the offline variety—particularly 
among urban consumers—and offer a far better return on investment than traditional media and 
marketing channels.
 
Foreign companies that invest heavily in traditional marketing channels over those online find 
themselves drained of resources and time with little to show for it, often leading them to exit the 
Chinese market altogether. If many of these companies had simply adjusted their marketing strat-
egy for the unique nature of the Chinese market, they could have succeeded. 



COMMON CHALLENGES
Choosing Suitable Sales & Distribution Channels 

Working with a Distributor

Working with a distributor is often viewed as a quick 
and easy way to start selling in China. However, foreign 
producers have difficulty assessing the true capabilities 
of individual distributors and their suitability as a part-
ner in China. 

Large distributors usually have a regional or national 
reach and focus on distributing through large chains. 
However, these chains prefer to sell well-known brands 
and products from countries already known for a par-
ticular type of personal care product. For example, 
French, Japanese, or Korean. Such distributors typically 
also require guarantees of large volume, prefer estab-
lished brands, and are risk averse. This poses problems 
for small or medium producers; the distributor may not 
be interested or will demand unfavorable unfair terms.
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Although information exists online or in government databases regarding large distributors in 
China, little or no information is available on smaller distributors. This is important because most 
distributors in China focus on a specific local area and distribute to independent department 
stores, pharmacies and online retailers likely to be interested in offering foreign products as sales 
drift away from major supermarkets. They also tend to be the most receptive to working with 
small or medium sized producers. However, conducting due diligence is critical and difficult; some 
distributors are informal or do not understand their obligations and the best way to check is by 
investigating locally.

Selling Online

Online sale is often a good option—both as an option for selling independently or through a dis-
tributor. Chinese consumers are comfortable buying online and it offers greater transparency. The 
key in this case is creating an effective online shop or your own website, securing warehousing 
and finding a reliable fulfillment company. 
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Wrong Sales & Distribution Channels

Distribution Channels

Although Revlon found reputable distributors, they did not have enough knowledge of the local 
market to assess whether their local distribution partners were choosing the most appropriate 
sales channels and marketing strategy to drive strong sales. Additionally, many Chinese distribu-
tors with a national reach only distribut directly in tier-1 cities along China’s coast. For lower tier 
cities and interior provinces these distributors often rely on local distributors who themselves 
tend to rely on the strength of their relationships to drive sales. Many of these distributors did not 
know  how to properly adapt their own distribution strategy for foreign products and the broad 
national shift of consumers to online sales channels.

Sales Channels

Revlon only sold through a single channel; big department stores. This resulted in low visibility 
and brand recognition. The brand was only present in 50 centers in China, out of 160 cities with 
a population over one million, ranking 57th in the overall beauty market.  The company failed 
to take advantage of growing e-commerce and online shopping in China. According to Statista, 
China’s retail e-commerce sales are $376.18 billion in 2017, predicted to surpass $800 billion in 
2021. By not developing a stronger distribution network an de-commerce strategy, Revlon left a 
large number of potential customers unreached.

China’s Personal Care Market
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Revlon’s Entry & Exit in China

Revlon, which entered China in 1996, announced in 2013 it was going to exit the country, elimi-
nating more than 1,000 jobs as part of the company’s restructuring process that would save the 
firm around $11 million annually.  Its sales in China fell 24 percent in 2012. The company, which 
posted net sales of $1.43 billion in 2012, said in a filing that its Chinese operations only account-
ed for about 2 percent of total net sales.



THE CASE OF REVLON

Revlon did not invest enough in marketing, its advertis-
ing was barely seen in China. In the meantime, its com-
petitors, such as Procter & Gamble, L’Oréal, and Uni-
lever, have spent heavily on both traditional and new 
media, making themselves visible everywhere.

The company also did not tailor their message for their 
Chinese audience. For example, its spokesperson, Ol-
ivia Wilde, is barely known to the Chinese, which failed 
to generate awareness. L’Oréal’s mass market brand, 
Maybelline, hired Chinese celebrities to shoot for its 
commercial videos, which attracted many viewers and 
made the brand well-known in China.

Moreover, Revlon failed to leverage the massive benef-
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Failure to Understand and Adapt to Consumer Preferences

Another issue Revlon faced was the Chinese consumers’ changing preference. They are becoming 
better-informed about personal care products and routines, and therefore seek particular prod-
ucts that suit their skin types. As well, domestic brands are quickly becoming more sophisticated, 
marketing products that tailored for Asian skin types. Domestic players are big competitors in the 
mass market and Chinese consumers are unwilling to pay more just for a foreign brand.

Revlon launched its flagship store on Tmall in 2016, but its online marketing strategy is still con-
servative, making its visibility low--its social media remains inactive, and few Key Opinion Leaders 
(KOLs) have talked about its products. It is possible that the company is still testing out the Chi-
nese market, but international and domestic competitors are investing heavily and gaining more 
foothold in the market while Revlon speculates.

ts of social media marketing in China despite its significantly lower cost compared to traditional 
media. Chinese social media outlets such as We Chat and Weibo are essential to not only gener-
ate awareness but also connect with potential consumers.

Underinvestment in Marketing & Localization
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Determining Feasibility

Owing to its high population and rising disposable incomes, demand for personal care products 
in China is naturally high. However, the market is highly fragmented and each firm faces competi-
tion from many entrants, making assessing feasibility all the more important. This includes several 
components.

First, assess affordability. It’s important to have hard data showing whether or not Chinese con-
sumers can afford your product and, if so, which ones and where. This will allow you to focus time 
and resources on areas where you have a high probability of achieving commercial success. 

Second, measure the level of consumer awareness and understanding of your product. This will 
provide a good indication of how much time and resources you will need to invest in order to 
familiarize customers with your product, demonstrate how it suits their needs, desires and fits 
into their lifestyle,. This is a necessary precursor to budgeting for and developing your marketing 
strategy.

Third, determine the regulatory burden and risks; how that will impact your costs and customer 
price, lead times, importation process, and warehousing.

Fourth, understand existing competition, market growth potential, barriers to entry, and how you 
will need to price your produce if you want to be competitive.

Finally, you need to know to what extent--if any--you should localize your brand or product to 
make it more readily understood and attractive to Chinese consumers and how that impacts the 
financial feasibility of entering the market. Even world-famous brands--such as Coca Cola--have 
adapted their brand for the local market and altered their product to local preferences.

Doing all of these things will save you time, money, and headache, enabling you to enter the Chi-
nese market with confidence and a clear idea of how to grow your business there.

China’s Personal Care Market
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Adapt to China’s Rapidly Changing Preferences

It is important to keep up with the pace of changing consumer preferences. When it comes to 
personal care products, Chinese consumers tend to be less brand loyal and more price sensitive 
compared to the global consumers. Therefore, product demand can be volatile from year to year, 
even among well-established brands.
 
With rising disposable incomes, Chinese consumers’ demand of better quality personal care prod-
ucts has grown. Many foreign and domestic firms have expedited their penetration in the high-
end segment of the market in order to meet the growing demand. Moreover, an increasing num-
ber of Chinese are concerned about pollution and product safety, therefore are looking for natural 
and eco-friendly personal care products. Many companies have developed or rebranded their 
products to satisfy this need, highlighting natural ingredients in their products.

Market research and constant interactions with customers via social media allow companies to 
stay tuned with Chinese consumers’ fast-changing preferences. This keeps companies updated 
with consumers’ preferences while keeping costs relatively low.

Pairing Localization with Authenticity

Localizing

To ‘watch and learn’ is often a good strategy for those who want to succeed in life. However, 
watching and learning in China offers limited lessons. Many foreign firms have not properly lo-
calized their brand and products, with many companies exiting the market annually—not under-
standing why their product failed to take off in China. Invest the time and resources necessary to 
understand Chinese consumers’ motivation for purchasing and values so you present your brand 
and communicate your message in a way that resonates with local consumers. 

Retaining Authenticity

Localization doesn’t mean completely rebranding. Most companies choose to alter some brand 
attributes to incorporate local Chinese culture and tastes. For example, L’Oréal chose its Chinese 
name 欧莱雅, which is phonetically translated from its French name, means “Europe, herbs, and 
elegance”, representing the origin of its brand, leveraging the fact that France is seen as the lead-
ing country in fashion and beauty, and highlighting the use of natural ingredients.
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Invest in Your Online Strategy

Sales of personal care products via grocery stores are decreasing rapidly, from 81% in 2011 to 
70% in 2014, while online sales are the fastest growing channel. According to Morgan Stanley, 
online sales of personal care products grew from 3% of total consumer spending in 2010 to 19% 
in 2015 in China. 

Add in cross-border e-commerce--online sales from outside of China--and that figure jumps to 
26%. Many foreign companies, like Guerlain and Kosé Cosmeport, set up online flagship stores 
on Chinese e-commerce platforms such as Tmall and JD.com to attract more Chinese consumers. 
For SMEs with less brand recognition and limited resources, focusing on online distribution offers 
good value for money as a way to reach Chinese consumers.

Online marketing, especially social media marketing are critical to reaching Chinese consumers, 
especially when it comes to communicating with younger consumers. A PwC report published in 
2017 found that 70% of Chinese consumers, as compared to 59% globally, use social media plat-
forms as a source of inspiration for purchases. Additionally, the younger generation of Chinese 
women, on average hold six to eight social media accounts and rely primarily on social media 
platforms to gain information and make decisions on purchases. 

As a result, social media (such as We Chat and Weibo, with 800 million and 350 million users re-
spectively) have become an important marketing tool for brands to promote their products and 
interact with their customers. Online marketing is also a more cost-effective compared to tradi-
tional media such as TV advertising, therefore many SMEs focus on online marketing.

China’s Personal Care Market
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Choosing Suitable Sales and Distribution Partners

Large producers are going to focus on developing relationships with large distributors in China 
with regional or national reach. Given the ability to deploy large volumes, this is sensible. Such 
companies also have the internal resources to conduct proper due diligence and navigate China’s 
legal landscape, though most large distributors are known to foreign government agencies, mak-
ing their authenticity easily confirmed. As well, these tend to be experienced outfits well aware of 
their obligations and with expansive and established distribution channels.
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Small and medium producers, by contrast, are going to find more interested partners in local or 
provincial distributors. Although many such distributors are experienced, reliable, and have well-
established distribution channels, many are not and confirming which is the case with a particular 
distributor is difficult. Any government records which might exist, are likely to be solely in Chinese.

Although producers can try to carry out proper due diligence on their own, it’s best to work with 
a local third party to do this, taking advantage of their understanding of the Chinese market, legal 
landscape, language, regulatory system, and way of doing business. Once a company has identi-
fied a suitable local distributor which has passed inspection, the third party can assist with estab-
lishing a formal relationship with the distributor and ensuring all agreements are fair, transparent, 
and legal.

China’s Personal Care Market
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The Chinese personal care market continues to see dou-
ble-digit year-on-year growth, with the skin care product 
segment seeing particularly strong demand—offering great 
opportunity for established firms and new entrants alike; 
however, it is also becoming more segmented, with an in-
creasing number of consumers looking for high quality 
products and willing to spend more on them. While China’s 
personal care market offers great potential for foreign firms, 
they continue to face a highly competitive market environ-
ment. 

Companies wishing to sell in China should: 1) determine 
how to feasibly sell in China, 2) localize their brand and 
product(s) as needed--elements that focus on natural ingre-
dients and beauty are particularly appealing, 3) deploy an 
effective marketing strategy that includes an online com-
ponent, 4) find reliable distributors and establish diversified 
sales channels, and 5) find a professional local partner help 
navigate common challenges and carry out necessary due 
diligence and preparation in order to reduce costs and max-
imize long-term returns.

China’s Personal Care Market
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Feasibility can be determined by measuring the affordability of your product, creating an appro-
priate pricing strategy, understanding existing competition, assessing consumer awareness and 
understanding of your product, and geographic targeting.

Localization can be addressed by assessing to what extent your brand and/or product(s) ought 
to be adjusted to fit the Chinese consumer market and how this can be done within a defined 
budget.

Finding a reliable distributor can be challenging—particularly for small and medium producers. 
This can be solved by working with a reliable local partner who knows the market, language, legal 
framework, and way of doing business to carry out due diligence, facilitate communication, and 
ensure all agreements are fair, transparent, and legal.


