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Abstract

Over the past two decades, the medical cosmetic industry has experienced a golden
age of high growth. The factors that have contributed to the growth of the medical beauty
market can be divided into two aspects, namely, the demand aspect and the supply aspect.
In terms of the demand aspect, as the cosmetic medical market is non-reimbursement-
based, the consumer demand is associated with the consumers’ disposable income, and the
market growth is also closely related to the cycle of economic booms. Since 1990, the
global economy has seen high growth and the per capital GDP in advanced countries has
increased from USD18,000 to USD 38,000, with a growth margin of 2.1-fold, while the
per capita GDP in developing countries has increased from USD2,100 to USD6,000 during
the same period. As a result, more consumers are willing to spend money on medical
cosmetic treatments.

In terms of medical cosmetic demand, according to the statistical data of the
American Society for Aesthetic Plastic Surgery(ASAPS), a total of 2.1 million medical
cosmetic therapies were carried out in 1997, 46% of which were plastic surgeries and 54%
of which were micro-plastic surgeries. With the advancement of medical cosmetic science
and technology, the safety and efficacy of light therapy in cosmetics have improved. In
addition, light therapy has the advantages of creating small wounds, having shorter
recovery periods and being relatively cheaper. As of 2008, a total of 12 million medical
cosmetic therapies have been carried out in the United States, 17% of which were plastic
surgeries, while as much as 83% were micro-plastic surgeries in cosmetics, light therapy
included. It indicates that light therapy has gradually entered the mainstream of the

medical cosmetic market.
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Taking the Year 2008 as the base, the global medical cosmetic service market is
about the scale of USD23 billion. Among this, the United States accounts for 45% of the
market, being USD10.5 billion in scale. The global medical cosmetic equipment market is
about USD3.6 billion in scale, among which the light therapy equipment market accounts
for USD 1.36 billion, while the medical cosmetic equipment market and the light therapy
equipment market of the United States account for USD1.45 billion and USD680 million
respectively, accounting for 53% and 50% of the global market share. Therefore, the
United States is considered the most important market in the world. Any changes in the
U.S. market will affect the global medical cosmetic industry as well; however, due to the
financial tsunami, the U.S. market suffered a drastic decline in 2009. The leading firms
began setting up operation bases in Europe and Asia to develop new markets. At a time of
high economic growth, the Asian markets became the focus of the firms. As firms expand
their global market plans, the global medical cosmetic market share of the United States is

expected to gradually decline.
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Table 0-1 The projected global medical cosmetic market development trends
in the next 3~5 years

2008 The development trends
(USD 100 million) in the next 3~5 years
The global medical cosmetic ﬂ
service market 230
The global medical
market-related The global medical cosmetic
industrial market |equipment market 30.6
scale
The global cosmetic
light therapy equipment 13.6
market
The U.S. medical
The U.S. medical| cosmetic service market 105 — "
cosmetics-related |The U.S. medical :v\\/
industrial cosmetic equipment market 14.5
market scale The U.S.  cosmetic
light therapy equipment 6.8 @
market '

Source : Frost & Sullivan ; Global Market Direct ; ITRI IEK(2010)

According to the “China Cosmetic Market Development Research and Prospect
Report,” publishedin 2000, the 2008 China medical cosmetic market(including equipment
and services) has achieved sales of USD921 million, with an average annual growth rate of
10%. During this period, China’s light therapy market was about USD110 million in scale,
with an annual growth rate of about 30%, of which the light therapy equipment market was
estimated at USD60 million.

Driven by Taiwan’s electronics industry, the domestic industrial laser industry has
achieved a certain scale. However, due to unfamiliarity with the medical regulations and
certifications, people often have the “wait and see” attitude when it comes to assessment of

the medical cosmetic market.
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Nevertheless, as the demand of China’s medical cosmetics market gradually increases, the
domestic industrial laser firms hope to seek opportunities to enter the medical cosmetic
field in order to seize further business opportunities in the field of medical cosmetics in
China. In this study, through the collection of secondary data and in-depth interviews, the
analysis of technologies and value chain of the medical cosmetic industry was conducted in
order to determine the current situation of the industries in Taiwan and propose feasible
strategy suggestions for the Taiwanese firms that wish to enter the new medical-cosmetic
product market.

This study includes the inventories of Taiwan’s cosmetic light therapies and the
capacity of the equipment and medical cosmetics service industry. It has been found in this
study that in terms of Taiwan’s light therapy equipment industry and academic and
research capacity, Taiwan demonstrates product development potential, while the related
supporting industries have achieved considerable scales in terms of the development of a
wide range of up-stream laser components, midstream manufacturing, clinical testing and
down-stream marketing undertakings. However, as these resources are scattered in
different areas or are in the hands of firms or organizations, vertical effects have not been
achieved. It is therefore suggested that the existing capacities be coordinated and integrated,
which is one of the key success factors for accelerating the development of Taiwan’s light
therapy related instruments and equipment in the field of cosmetics.

In terms of Taiwan’s medical cosmetic service, as of 2009, there are 527

dermatology medical institutions and 243 plastic surgery medical institutions,
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most of which are concentrated in Taipei City. The medical cosmetic institutions achieved
a growth rate of 14.4% between 2006~2009. In addition, the physicians are specialized in
their own fields and often engage in international exchanges in the international academic
or industrial circles, indicating the full capacity of the medical cosmetic services offered in
our country. In one way, Taiwan’s medical cosmetic service industry has the advantage of
value-added services; in another, it can serve as a strategic reference for seizing business
opportunities in China’s medical cosmetic industry.

In the future, the firms in the field of light therapy equipment in the field of
cosmetics in Taiwan should use its advantage and actively strive to become leading light
therapy firms and set up OEM production bases in China or the Asia-Pacific region. The
firms that fit the profile of the abovementioned should follow the trend of the international
firms’ R&D input effort, apply for research funding from the government and cooperate
with corporations and schools that have accumulated considerable capacities. The medical
cosmetic service industry, on the other hand, shall establish a common brand chain
management service model and enter the Chinese market with the help of the ECFA or
engage in cooperation with the tourism industry to promote medical cosmetic services and

tourism.
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