
Developing a Marketing Plan: Sephora 
Prepared by: Elif Negiz 
December 18, 2015 

!1

SEPHORA



OBJECTIVE 

“Creating the Sephora Experience” 

Our target grew up with the internet in her hand, and views Sephora as an experience, from 
reviewing best products to purchasing them in store, writing blogs and sharing selfies, Sephora 
is integrated throughout her lifestyle. 

Make 2016 the push for cross-world technology while in store  

Increase Sephora app usage and interactivity with target audience while in store 

Integrate mobile app, online shopping and Brick and Mortar to create complete experience 

TARGET AUDIENCE 
• Women,18-35 

• Technology savvy and makeup enthusiasts 

• Heavily influenced by online and interactive media  

MEASURING SUCCESS 
Raise loyalty program usage to 60% 

Gain market share from competitors by offering complete in store experience with 
technology and rewards available only at Sephora  

Increase overall downloads; +7M downloads; increase interactivity and app usage of mobile 
sales to 55% by 2017 

Current: 4.8 M Downloads since launch in 2010; 40% of mobile sales from app 

Increase iQ usage nationwide in store  

Promote KENDO Brands, Sephora exclusive and luxury products 
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GENERAL COMPANY DESCRIPTION  
Sephora is a visionary beauty retailer founded in Paris, France in 1970 by Dominique 
Mandonnaud. Sephora carries a wide variety of product categories including skincare, 
fragrance, body care, hair care, makeup, smile care and Sephora’s own private label.  

Sephora’s mission is to build the most knowledgeable and professional team of product 
consultants in the beauty industry that can identify skin types, understand the history of 
makeup and fragrances and how to interact with Sephora’s diverse clientele.  

BUSINESS DESCRIPTION  
Sephora brings innovation through their Beauty Insider program, which gives clients backstage 
passes to great beauty deals, coupons, promotions and free makeovers. Sephora uses 
Pantone technology to match clients to their perfect foundation in the world of color. 
Additionally, Sephora has computers in the skincare and fragrance worlds which are databases 
of ingredients and product reviews and suggested usage to engage and educate clients while 
in store to find their perfect makeup, skincare and fragrance products.  

REVENUE/SALES HISTORY – LAST 3 YEARS  
Sephora is a publicly traded company. Under NAICS Codes, Sephora’s market and industry is 
cosmetics, beauty supplies, and perfume stores. Financial reports from LexisNexis show USD 
50,000,000-74,999,999.  

PROFITABILITY HISTORY – LAST 3 YEARS  
Sephora is expected to continually grow, especially as they continue to engage with the 
millennial shopper, market desired by other department stores. As of 2013, Sephora generated 
revenue of $5.85 billion for the year. Sephora’s average since then has been to gain 10 percent 
annually during the next five years. So far, they have been on track for that. Sephora has not 
only been gaining market share in the United States, but globally their numbers have been 
significantly growing as well. Sephora has 30,000 employees globally. Worldwide, Sephora is 
running 1,900 retail stores in over 29 countries and continues to experience double-digit 
growth worldwide. 
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STAFFING  
The President and CEO of Sephora Americas is Calvin McDonald. Sephora is continually 
expanding and has over 360 stores alone in the US, as well as stores inside of JCPenny. 
Sephora’s North American headquarters are in San Francisco, California, with corporate offices 
in New York and Montreal.  

PROJECTIONS FOR NEXT YEAR  
Sephora is expected to continuously grow in competition with other retailers such as Macy's, 
which are worried about the extreme growth Sephora has been under. Although Sephora’s 
sales in North America exceed $2 Billion, sales for Macy’s exceed $3.25 Billion. Companies 
such as Estee Lauder, which once were hesitant to place their brand’s such as Bobbi Brown or 
Clinique inside of Sephora are now seeing the numbers which are undeniable. Sephora has 
captured more than 20% of share of cosmetic and fragrance market in the US.  

COMPANY OBJECTIVES  
Sephora is currently planning on becoming the store “of the future” for the way clients shop and 
play with makeup. By incorporating technology, luxury brand items and a savvy sales team 
Sephora can revolutionize the traditional makeup shopping experience at cosmetic stores and 
create an experience that clients will love and will come back for again and again. Sephora 
currently is executing Innovation Lab. This unique lab out of San Francisco accepts all ideas 
from any cast member regardless of rank and attempts to predict what the store will be like five 
years from now. This lab offers the prime technology and replicated-store experience to better 
predict the future of the company.  
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MARKET SUMMARY  
Shopping for cosmetics at Sephora is meant to be a hands-on experience. Over 300 stand-
alone stores are located in North America with another 475 inside J. C. Penney department 
stores. 

Sephora USA takes a self-service approach to buying makeup, fragrances, and skin care 
products. It offers more than 200 brands of prestige products, including its own-brand 
products, all of which customers are encouraged to sample. The company also sells via 
catalog and online at Sephora.com. Part of the luxury brand giant LVMH, Sephora USA is the 
North American retail arm of France-based Sephora, which was founded in 1969 and has a 
global network of more than 1,540 stores. Sephora USA's first shop opened in New York in 
1998.  

Nielsen’s Spectra was used to reference the cosmetics and skincare industry as a whole for the 
United States. The following are the marketing reports, graphs, information and insights from 
this report.  

Currently, Asian households are indexing at 125, considerably higher than white and black 
households. Second is Hispanic indexing closely behind at 116.  

Education for the Head of Households indexes high at 123 for a post college degree. The 
typical consumer is making between $75,000 to $150,000. The segment that indexes the 
highest are households that have incomes over $150,000. The lifestyle of the typical market are 
either living in Urban High Society at 125, Suburban Aristocrats at 128, or living in Prosperous 
Suburbs indexing the highest at 140.  

The Occupation of Head of Household, which indexes the highest for Sephora are executive, 
administrative and managerial occupations at 133. The household composition for Sephora is 
married families without kids, indexing at 120. This data leads me to conclude that Sephora 
can continue to market towards and engage with their target, who are may be Asian women, 
with more than a college degree, who are working in executive positions and typically making 
well over $100,000 per year. These women may live in suburbia. Per census division, most are 
living collectively scattered throughout the United States, with the highest indexes in 
Mountainous or West South Central areas.  
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Sephora’s competition is mainly LE Brands, specifically Victoria’s Secret and Bath & Body 
Works, which holds the largest percent of the market for cosmetics and skincare. Ulta Beauty, 
Macy’s, and other beauty retailers such as Sally’s Beauty Supply are competition of Sephora. 
According to Hoover’s, the top three competitors of Sephora are Macy’s, Ulta, and Bath & 
Body Works.  

According to Christopher de Lapuente, Ulta has been gaining share with one of Sephora’s core 
demographics: women aged 18 to 24 in households earning over $100,000. Sephora has the 
largest market in the United States, where the company generates about 40 percent of its total 
sales and ranks second only to Macy’s. France is the second largest market, followed by China 
and Russia. Online sales continue to grow rapidly in all regions, confirming Sephora’s leadership 
in the digital and mobile space.  

When viewing Sephora specifically, other retailers cannot compete with the multi-dimensional 
aspects that Sephora presents. Sephora is the unlimited candy store experience, where clients 
are free to test and play with products that before were only viewable at CVS or from a 
department store associate. Due to technology, clients will research products extensively before 
going into the store so all of the explanation and de-coding of the makeup world is becoming 
brought to light. Sephora continues to see their market share increase each year. Sephora also 
delivers a trendy in-store design with high end brands, which are encouraged to play with and 
use. This completes the trifecta for clients, especially when they can incorporate Sephora savvy 
technology and a great rewards program that gives them free makeup and birthday presents 
for shopping in the store. 
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Ulta continues to gain market share through their similar products even without the use of in 
store technology. Ulta and Macy’s are two strong competitors in different ways. Currently, 
Macy’s holds the market share due to promotional marketing and brand presence. Most baby 
boomers and Gen X’s may still be shopping at Macy’s. This has been a traditional way to shop 
for makeup for decades and although the customers are entering Sephora’s market slowly, 
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Macy’s holds the largest market share for the 
industry. Within ten years I believe a significant shift 
will occur due to a new found way to shop for 
cosmetics by integrating technology. Engaging online 
and in store with technology will be a key element to 
Sephora’s continued success. Millennials have unique 
selling needs compared to the generations before. 
Sephora has adapted and already dropped the idea 
of “pushing a sale,” as many millennials do not 
respond to traditional selling methods.  

Forming relationships with clients that are deeper 
than selling products, incorporating technology and 
great quality products are the biggest pushes for 
Sephora and will ultimately keep them on top of their 
competition. Macy’s is becoming outdated to the 
millennial shopper and Ulta does not offer the fine 
luxury products with savvy technology as Sephora 
does. Sephora has to continually reach into Macy’s 
loyal’s consumer base to convert them into loyal 
consumers for Sephora. Ulta market position is“fun 
and cute”, while Sephora is marketing to the 
“sophisticated and classy” lifestyle.  

PRODUCTS / SERVICES – GAP ANALYSIS  
Sephora introduced their Beauty Insider program in 2007, which gave clients a reason and a 
reward to shop at Sephora. The Beauty Insider Program is a free rewards program in the 
United States and Canada that allows clients to earn points on all merchandise purchases and 
redeem them with rewards, which are typically deluxe product samples. For every dollar spent 
on merchandise at Sephora online, Sephora retail stores or Sephora JCPenny, one Beauty 
Insider point is given. Clients must check out with the email address that is registered to the 
Beauty Insider account. Through the mobile app, a beauty bank is accessible for clients to view 
their current point balance and point activity. Beauty insiders can also view past purchases, get 
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exclusive coupons and deals, receive a yearly birthday gift and can progress to higher levels of 
the rewards program, including VIB, the second-tier and VIB Rouge, the highest tier. Very 
Important Beauty Insider (VIB) status is achieved when a client spends $350 or more in a 
calendar year, while VIB Rouge status is achieved when clients spend more than $1000. 

Ulta Beauty offers a similar 
points-based rewards 
program as Sephora, 
including the opportunity to 
achieve ‘platinum’ 
membership after spending 
$400 or more in a calendar 
year. Macy’s offers their 
rewards program through 
American Express credit 
cards, while Victoria’ Secret 
offers occasional cards with 
rewards on them to 
consumers, while Bath & 
Body Works distributes 
coupons and discounts. 

Sephora cast members are a 
large area of difference for 

Sephora. Each cast member has been trained specifically in product knowledge, details and 
history of brands. A study showed that one in four women is influenced to purchasing product 
by a Sephora cast member, and forty percent of women had spent more than 20 minutes with 
a cast member learning about products. Macy’s and Ulta offers trained associates, however 
Macy’s employees tend to only sell one brand, and Ulta does not have the routine floor 
coverage that Sephora has.  
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CHANNELS AND DISTRIBUTION  
Sephora has many different channels they use to sell products. Sephora has retail locations all 
over the world, but is specifically excellent in their e-commerce digital media tactics and 
platforms. Sephora strives to be customer focused, finds the best ways to develop the ultimate 
customer experience, then develops the best technology to support it. Sephora.com, the 
company’s online retail site launched in the United States in 1999 and in Canada in 2003. This 
site is Sephora’s largest North American store in terms of sales and selection of products and 
brands available.  

Sephora offers a mobile friendly webpage, and an app that allows customers to access 
products, descriptions, ratings and reviews, trends, and connects to their Beauty Insider 
rewards program. 

Sephora’s current mobile strategy is extensive, covering mobile website, iPhone application  

Sephora understands the importance of mobile presence today. One third of all traffic to the 
Sephora website is from mobile and tablet devices, 50% of Sephora’s emails are opened on 
mobile or tablet devices and the Sephora app has more than 2 million downloads. Sephora 
offers an iPhone app, iPad app, Pinterest and Passbook strategy, and eGift cards.  
Sephora began opening inside of JCPenny stores in October 2006. This year, JCPenny’s CEO 
Marvin Ellison, believes that Sephora within JCPenny is the key to the company’s growth. Since 
2012, the proportion of Net Sales has increased by one percentage point each year, ending 
January 2015 at 12% compared to 10% in 2012. The Sephora stores within JCPenny are 
helping to increase store traffic, offer cross selling opportunities and is providing an area of 
difference for JCPenny when compared to other department stores.  

MACROENVIRONMENT  
The highest indexing consumer geographically in the cosmetics and skincare industry are from 
the Pacific, according to Nielsen’s Spectra. Following closely behind are mountainous and West 
South central divisions. 

CRITICAL ISSUES  
Continue to engage with clients and predict what the store of the future will be like. Millennials 
will determine where the future of beauty retailing will lead. Strong online sales and engagement 
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pose the biggest opportunity to continue to introduce technology into the makeup world. 
Sephora’s goal is to become the number one beauty retailer worldwide, but does not hold the 
number one position in the market yet. 

KEYS TO SUCCESS 
• Sephora’s brand image from clients is appealing, stylish, trendy and fun 

• Clients trust that brands and products work 

• Sephora is the most engaged with millennial’s 

• Most women who frequently shop at Sephora don’t want to feel “salesy” 

• In store perks and special offers have high conversion rates for the Sephora shopper 

• Expand in innovation for beauty will be a strength for Sephora 
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Strengths  
 

Brand Name 
Customer Loyalty 

Technology 
Innovative Culture 

Weaknesses 
 

Cost Structure  
Lack of Scale 

Customer Service 
Outdated Technology  

Opportunities 
 

New Markets 
New Products  

New Technology 
Innovation 

Online Market  

Threats 
 

Substitute Products  
Change in Tastes  

Intense Competition  
Mature Markets 

International Competition  
Bad Economy 



• Understanding how to market to Millennials and retain them for the rest of their lives will be 
ground breaking for consumers.  

• Reading on ratings and reviews is extremely popular, specifically for millennials and before 
purchasing products.  

• Interaction with cast can turn into higher sales and conversion rates, and less chance for 
return 

• Obtaining market from other department stores and beauty retailers by giving them an 
experience only available at Sephora both online and in store 

CUSTOMER SERVICE AND LOYALTY 
According to the Global Cosmetics Industry, almost nine in ten women who buy prestige-priced 
beauty products say they shop at Sephora, sephora.com, or both. Sephora is only second to 
Macy’s as the world’s largest global retailer for prestige beauty, but Sephora will continue to 
expand its market share through key customer-focused tactics: 

• Understand products 

• Technological Innovation 

• Form loyal relationships with clients  

Although every age group shops at Sephora, millennial’s represent a large group who shop 
dually online and in store at 69%, Also, millennial’s do not know a time when shopping for 
beauty products in department stores, drug stores and grocery stores were the only options for 
buying beauty. The millennial client wants proof of quality product before she buys from ratings 
and reviews online and will then blog or post her own feelings about the product on social 
media.  

The Beauty Insider rewards program encourages loyalty, as client’s can save points from past 
purchases and receive exclusive sample sized products from them. The highly trained staff can 
assist and educate clients on all beauty needs and provide technology in store to show clients 
how other users felt about those products. This combination of innovative technology, staff 
training and a rewards program creates an experience unlike any other beauty retailer provides.  
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Select key top selling products from LVMH partner KENDO Brands for increased GWP sales.  

Host an event at select retail stores incorporating three world IQ technology with bonus “Winter 
Wonderland” GWP $25 minimum purchase sample bag for January purchases. 

On the Sephora app, with Beauty insider loyalty program attached, clients can insert their 
perfect product matches from the three pieces of technology offered at Sephora: 

Clients will be offered three step consultations in: 

Color IQ - Perfect Winter Foundation Match  

Skincare IQ- Perfect Winter Moisturizer 

Fragrance IQ- Perfect Winter Scent 

After Submitting each product recommendation on the Sephora app, clients can unlock a 
unique bar code on the Sephora app and redeem the “Winter Wonderland” sample bag at the 
cash register, with minimum $25 purchase. 

Potential partnerships/ sample bags within KENDO include: 

Kat Von D, Mary Kate and Ashley Olsen, Marc Jacobs, Formula X 

MARKETING OBJECTIVES 
INTEGRATE TECHNOLOGY  
Apps 

Apps account for 80% of mobile engagement 

Apps help to simplify products when purchasing from a mobile  

Aim to familiarize Sephora client with app 

Sephora app in store usage, resembles Target’s Cartwheel without coupons 

IQ 

• In store iQ technology is Sephora exclusive 
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• Raises interaction rates with cast 

• 33% of consumers purchased a product they weren’t going to buy after consultation at 
Sephora  

• Incorporates three IQs: Color, Skin, and Fragrance for one complete experience  

• Introduce clients to new technology and information  

Loyalty Program 

• Increases Beauty Insider Loyalty usage  

• Integrates loyalty program with app during customers in store experience 

• Track purchases and app usage  

• 44% of clients say Sephora loyalty program is the best reason to shop at Sephora 

Winter Wonderland Includes: 
Three consultations with beauty experts in Color, Skin and Fragrance worlds 

Personalized, technology driven product recommendations and free samples 

Gift with $25 purchase and completion of : 

Products inside featured from KENDO brands,  

Red nail polish from Formula X 

Lipstick from Kat Von D 

Eyeliner from Marc Jacobs 

Parfum Rollerball from Nirvana Black and White 
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Distribution: 
Winter wonderland will be distributed to all clients who are (1) beauty insiders (2) utilize the 
Sephora App (3) Complete technology consultation in store utilizing three worlds: color, skin 
and fragrance (4) Receive unique code after completion of iQX3 event. 

Product - “Winter Wonderland Sample Bag” 

Price - Must purchase $25 worth of product between 

Place - Pilot program in select US stores  

Promotion - December in store event with KENDO brand partners: Kat Von D, Elizabeth and 
James  

Marketing Tactics 
• Capitalize on “Sephora Exclusive” beauty products during Q4 2015 

• Focus on KENDO brands due to select partnership with LVMH Group 

• Drive digital engagement with target audience: consumers ages 18-35 

• Integrate in store technology use with overall customer experience through Sephora mobile 
app  

• Create awareness for winter product necessities  

• Increase Sephora app usage and downloads 

• Reward loyal customers with products only available at Sephora in technology  

• Boost January sales/ reinforce purchases with gift cards redeemed in January 

• Capitalize on market opportunities - gain market share from other industry leaders 

Financial Objectives 
• Reward frequent shoppers with samples distributed from KENDO brands 

• Increase key products sampled for year round sales increase 
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• Increase awareness of key KENDO products, available exclusively at Sephora 

• Increase January sales with targeted three world consultations incorporating technology  

• Boost conversion through event with minimum $25 purchase for WinterWonderland Sample  

• Engaged online, Email blasts and Social media platforms 

• Loyalty program benefits, designer product line  

Marketing Promotions & Tactics 
Distribution channels include advertisement for technology year round in store and online: 

Social media platforms: Website, Facebook, Twitter, Instagram, Pinterest 

Unique area of difference - Sephora utilizes innovative technology and Sephora exclusive 
luxury products to gain market share from other industry leaders 

Partner with popular social media bloggers to promote KENDO brands on Sephora Glossy 

Create Snapchat story of consultations and technology driven experience while in store 

Alignment of Strategies 
• Social media platforms and email blasts detailing the usage of Sephora’s in store technology 

• Offerings of Sephora’s in store beauty consultants with innovative technology 

• Media on social platforms detailing KENZO GWP attracting industry market share 
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Marketing Expense Budget 
The total expense of the budget is detailed in the chart below. App development, KENDO 
Sample Bag & Integrated Marketing Plan including Email Blast, Geotargeted Facebook ads, 
Twitter, and  

Kat Von D Lipstick -$300 .60/lipstick 
Marc Jacobs Eyeliner - $1,000 $1/liner 

Nirvana Black - $2000  
Nirvana White - $2000 $4/perfume  

Formula X - $1000  $2/nail polish 

Total - $6,300 Sample Bag Distribution (First 500 Customers) x 3 = $18,900 

3 Select Locations - Santa Monica Blvd, Los Angeles; State Street, Chicago; 597 5th Ave, NYC 

Interactive Media includes new creative and copy for Email Blasts, Geotargeted Facebook ads, 
Twitter, Snapchat, and Blog posts.  

The price is included with the current interactive media budget/agency outsourced by Sephora. 
Updated information must be relayed to agency: strategies and tactics, copy and creative 
material to be distributed online. 

Description Unit Price

App Development $	 4,000

Integrated Digital Campaign $	 500

KENDO Sample Bag $	 18,900

Total $23,400

!18



 

!19



!20



!21



 

!  

!22



!23



!24



!25



!26



!27



!28



 

!29



HERICH D. WHAT ARE THE SEPHORA SHOPPER'S MAJOR INFLUENCERS?. Global 
Cosmetic Industry [serial online]. October 2015;:40-44. Available from: Business Source 
Complete, Ipswich, MA. Accessed December 10, 2015.  
 
HERICH D. WHAT IS THE SEPHORA SHOPPER SEEKING?. Global Cosmetic Industry [serial 
online]. September 2015;:36-39. Available from: Business Source Complete, Ipswich, MA. 
Accessed December 10, 2015. 

Sephora -- A Major Growth Avenue. Black Book - LVMH: King Of The Luxury Jungle [serial 
online]. September 2009;:155-165. Available from: Business Source Complete, Ipswich, MA. 
Accessed December 10, 2015. 

Sephora Announces Innovation Lab to Usher in the Future of Retail. PR Newswire [serial 
online]. 2015:Available from: Business Insights: Essentials, Ipswich, MA. Accessed December 
10, 2015. 

SEPHORA GOES BIG IN DIGITAL. Drug Store News [serial online]. April 27, 2015;37(4):45. 
Available from: MasterFILE Premier, Ipswich, MA. Accessed December 10, 2015. 

Weil J. Sephora's Big Goal: No. 1 In Every Market. WWD [serial online]. 2014:Available from: 
Business Insights: Essentials, Ipswich, MA. Accessed December 10, 2015. 

!30


