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Executive Summary 
 

This research examines both external and internal marketing factors at Sephora to 

develop an updated strategic marketing plan. Internationally prominent beauty retailer Sephora 

maintains a strong reputation through its dedication to innovative operations as well as its 

sustainable practices and diverse customer approach. The assessment uses PESTEL analysis to 

study external influences which include regulatory requirements together with economic 

elements and changing consumer tastes and technological advancements. A Porter’s Five Forces 

analysis assists in exploring the beauty industry competition while revealing its main risks and 

development potential. The internal analysis of Sephora targets its powerful brand reputation 

alongside its unique product partnerships alongside its digital innovation initiatives. This 

document contains a SWOT analysis which summarizes the strategic position of the company 

alongside focused recommendations about sustainability adoption and market expansion and 

digital customer engagement. A report based analysis supports Sephora in sustaining their 

market dominance by embracing current industry changes. 
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1.0 Introduction 
Sephora operates as an international beauty retailer that provides customers with a wide range of 

skincare products together with makeup items and fragrances and personal care solutions. The 

establishment of Sephora as a French business in 1969 led to its acquisition by LVMH (Louis 

Vuitton Moët Hennessy) in 1997 which precipitated its current operation of over 2,700 stores 

across 35 nations (Sephora, 2024). The organization has succeeded in developing premium 

beauty brands together with niche product lines alongside its loyal customer program and its 

cross-channel distribution capabilities. Sephora provides worldwide customers a consistent 

shopping journey by merging electronic technology with brick-and-mortar interactions in their 

distinctive retail operation (Nguyen, 2024). 

 

Sephora’s mission is “to create an inviting beauty shopping experience and inspire fearlessness 

in our community” (Sephora, 2025). The company pursues this mission because it embodies 

dedication to diversity and progress and environmental stewardship. Sephora holds a prominent 

position in global prestige beauty while competing against Ulta Beauty and MAC in addition to 

department store beauty counters (The Business of Fashion, 2018).  

 

1.1 Market Performance 
For the upcoming five years the global beauty and personal care market will increase to $716.6 

billion at a yearly growth rate of 5.9% (Inc, n.d.). Strong competition does not deter Sephora's 

market success as the company delivers through unique products and extensive brand image and 

practical digital enhancements (Ding, 2024). Sephora has declared sustainability as its primary 

strategic goal through its programs on green packaging and sustainable resource acquisition and 

non-harmful cosmetics developments (Sephora, 2023) (Ecoenclose.com, 2020). The market 

competition arises from shifting customer demands together with digital advancements and 

sustainable practices. Sephora maintains its leadership position through recent innovations 

combined with artificial intelligence technology and new market expansion (Patov, 2024). The 

current industry demands Sephora to upgrade its digital marketing ventures and personalized 

customer service systems because direct-to-consumer (DTC) brands and social media are 

transforming the market landscape (Chen, 2023) (Killip, 2022). 

 



1.2 Target Market 
Sephora provides premium products to a wide range of clients who are beauty aficionados 

alongside professionals as well as everyday users who want dependable products. The main 

shoppers at Sephora come from millennials and Gen Z groups who want sustainable brands 

extending inclusive products with innovative beauty solutions (Pereira, 2022). These customer 

groups value both tailored shopping encounters and clean products without animal testing 

alongside unified channel shopping convenience (Janberg, 2025). According to Nguyen (2024a), 

between 2020 and 2023, the male consumer has grown in the beauty industry so Sephora’s 

market includes men who want to focus on grooming and skincare because of the strengthening 

demand for unisex cosmetics. Sephora maintains diverse customer segments through market 

segmentation strategies and upholds a recognizable brand image which suits changing customer 

choices. 

 

2.0 External Analysis 
The marketing approach of Sephora depends significantly on external forces since 

macroeconomic and industry-wide factors actively affect its business operations. PESTLE 

analysis consisting of Political, Economic, Social, Technological, Legal and Environmental 

components enables firms to assess operational influences from external factors (Makos, 2024). 

The PESTLE analysis includes investigating political aspects alongside economic elements 

including inflation rates and purchasing capability alongside social developments related to 

consumer behavior together with technological developments and legal requirements alongside 

environmental sustainability (CIPD, 2024). Businesses need this analysis to discover market 

possibilities and predict future threats so they can improve their strategies both to maintain 

competition and comply with external modifications (Washington State University, 2025). 

 

Political Regulations on animal testing and ingredient sourcing that affect 
innovation (Edrawsoft, n.d.). Trade restrictions impact the efficiency of 
supply chain. 

Economic Inflation affects luxury beauty spending, but presents opportunities in the 
growing middle class in Asia (Makos, 2024). 

Social Demand for sustainable, clean beauty is rising. Inclusivity and wellness 



trends are shaping consumer preferences. 

Technological AI-driven tools enhance shopping experiences. DTC models disrupt 
traditional retail. 

Environmental Consumers prefer eco-friendly packaging and formulas. Regulations on 
plastic waste impact production.  

Legal Compliance with FDA, EU regulations and data privacy laws affect 
product development and marketing strategies. 

 

The global beauty industry remains under the political influence of both animal testing 

requirements as well as ingredient manufacturing standards (Crueltyfreeinternational.org, 2025). 

The European Union demands rigorous requirements regarding cosmetic testing and ingredient 

safety that forces Sephora to implement standard compliance when developing its formulations 

(single-market-economy.ec.europa.eu, n.d.). Supply chain efficiency suffers from restricted 

material trade which requires Sephora to develop multiple raw materials sourcing approaches to 

prevent supply chain disruptions (The Strategy Story, 2023). Such challenges exist because of 

geopolitical instability and regulatory modifications so the company needs to stay quick in its 

response to moving policies. 

 

The spending habits of customers toward luxurious beauty products get affected by both inflation 

spikes and changes in consumer purchasing power levels in the market (Makos, 2024). The use 

of premium pricing has protected Sephora's brand positioning yet economic downturns weaken 

customer desire to buy luxury merchandise (Warn, 2022). The expanding middle-class 

populations in Asian and the Middle East territories create meaningful growth prospects for the 

company. Customers in Asian and Middle Eastern markets with rising disposable income levels 

now seek out luxury beauty products thus Sephora works to improve its market penetration 

capabilities in these territories (Nan, 2024). 

 

Rising social consumer interest in sustainable beauty and clear ingredients emerges from 

elevated sustainability knowledge of buyer expectations (Ding, 2024). The beauty marketplace 

has undergone a shift toward inclusivity because consumers want a more diverse range of color 

options and gender-neutral products (Mintel, 2022). The demand for wellness-focused beauty 



rises because consumers want makeup which offers both skincare advantages and aesthetic 

qualities (Usher and Jones, 2024). 

 

New technologies in the beauty sector enabled the creation of AI-driven color-scale 

comparability tools and AR try-on capabilities alongside personal skincare advice solutions 

which significantly enhance virtual purchasing from retail websites (Smith, 2022). According to 

Acuity Knowledge Partners (2024), DTC e-commerce brands entered the market through digital 

channels which shifted the dynamics of traditional retail completely. 

 

The use of sustainable packaging and eco-friendly formulas remain a top priority to society as 

environmental concerns become more aware (Lacy and Spindler, 2019). Sephora has launched 

programs to start using plastic-free packaging with refillable options and partners its brands with 

those who aim to create supply chains with zero carbon emissions (Sephora Newsroom, 2023). 

The enforcement of stricter plastic waste regulations by governmental bodies and emission 

control becomes essential for Sephora to focus on eco-friendly operational practices. 

 

The product development schedule at Sephora is influenced by regulations from the FDA and the 

EU and new privacy laws including GDPR and CCPA affect digital marketing through 

Sephora.com (www.osano.com, n.d.). Customers require absolute transparency together with 

strict regulation adherence to trust Sephora operators while avoiding future legal disputes 

(darwingray, 2024). 

 

3.0 Competitive Environment 
The beauty industry presents significant competition to Sephora since multiple forces affect its 

operating environment. Porter's Five Forces serves as an analytical tool which examines five 

competitive elements starting with new entrants' ease of market entry followed by supplier 

bargaining power and customer bargaining power and substitute product availability and existing 

competitor relationships (Bell, 2024). The framework enables business entities to see their 

market competition patterns and locate potential threats while planning strategies to retain or 

enhance market standing. Business success requires customers to base their decisions on accurate 

information when competing in markets (Sheynin, 2024). 



 

Force Level Impact 

 
Threat of New 

Entrants 

 
Moderate 

-​ The industry entry barriers remain at an average level since 

e-commerce platforms and social media marketing options exist.  

-​ Entry barriers face new businesses because of brand loyalty, 

economies of scale and safety regulations for products.  

-​ New businesses use influencer marketing and DTC strategies but 

struggle to establish a trustworthy reputation and market visibility. 

Bargaining Power of 
Suppliers 

Low  -​ The market contains numerous suppliers who deliver raw materials 

such as oils, pigments and chemicals which lowers the power that 

each supplier can exercise.  

-​ Organizations that handle large purchases gain significant 

negotiating strength because they buy products in bulk.  

-​ Supplying high-quality sustainable and ethically sourced 

ingredients gives manufacturers stronger leverage to 

negotiate better prices  

Bargaining Power of 
Buyers 

High -​ Customers find large assortments of cosmetics along with their 

products through various outlets. 

-​ Through online reviews and social media platforms consumers 

now have enhanced control over their purchasing choices.  

-​ Competitive forces come from consumers who care about prices 

yet luxury brands strengthen their position with brand popularity 

along with exclusivity. 

 
Threat of 

Substitution  

Moderate -​ Consumers can use BB creams together with tinted moisturizers 

instead of traditional makeup products for skin and facial 

coverage.  

-​ More consumers now choose between home-made beauty therapy 

options and organic beauty products.  

-​ Strategic branding along with innovative strategies combined with 

effective advertising methods allow companies to preserve 

customer interest levels. 



 
Industry Rivalry 

 
High 

-​ Major global corporations that include L’Oréal along with Estée 

Lauder and Procter & Gamble compete actively in this highly 

competitive industry.  

-​ The competitive landscape of companies happens through fresh 

products alongside brand reputation and pricing strategies and 

promotional activities.  

-​ Brand loyal consumers together with intense engagement between 

them and product manufacturers create a difficult market entry 

point for new brands. 

 

The cosmetics industry faces a moderately high risk of new companies entering this market. Low 

capital needs do not exist but entry into the cosmetic domain faces substantial obstacles such as 

brand loyal customers to established brands along with large scale operations together with 

stringent regulations covering product quality and safety (UKESSAYS, 2021). E-commerce and 

social media platforms have helped eliminate some market barriers therefore allowing 

independent companies to start operating more easily (Novi Fitriani et al., 2023).  According to 

Dwivedi et al. (2021), the digital landscape of Instagram, TikTok and YouTube provides brand 

new businesses with the ability to connect with audiences through effective digital strategies 

instead of requiring physical storefronts or financial investments in advertising. Even though 

new brands face obstacles in obtaining customer confidence and fighting against leading industry 

brands. 

 

In the cosmetics sector suppliers maintain moderately low bargaining abilities (UKESSAYS, 

2021). Most companies enjoy broad accessibility to raw materials that includes oils and pigments 

as well as chemicals while maintaining options for multiple suppliers so they are not reliant on a 

single vendor . Through negotiation costs reduction from bulk purchasing power multinational 

companies achieve strong profit margins. Supplying high-quality sustainable and ethically 

sourced ingredients now gives manufacturers stronger leverage to negotiate better prices with 

their buyers. To prioritize sustainability alongside ethical sourcing companies need to carefully 

choose suppliers; however this process results in potentially higher costs together with 

dependence on particular supply sources (Free Essays, n.d.). 



 

The bargaining power of buyers remains strong because they have numerous options to choose 

from and digital platforms play an increasing role in their purchasing decisions. Social media and 

beauty influencers empower consumers to view multiple product choices while reading reviews 

so they can easily shift to different brands according to trending preferences (Xu, 2023). 

Consumer power continues to rise because people now actively check product contents and 

ethical aspects and price factors. The pricing strategies of mass-market cosmetics brands must 

face competitive customers yet luxury brands keep their prices high by emphasizing their brand 

exclusivity and prestige (Liu, Lu and Qi, 2021). Brands seeking customer loyalty need to 

develop new products continuously while connecting with consumers through customized 

promotions which deliver excellent products according to shifting beauty movement trends. 

 

The threat of substitute products in the cosmetics market exists at an intermediate level. The 

cosmetics industry faces limited direct substitution unless customers select tinted moisturizers 

and BB creams instead of typical foundation products or choose organic remedies and natural 

oils instead of chemical-based beauty solutions (Kasi, 2017). Some customers are choosing 

minimalist beauty practices which reduces their need for conventional cosmetics. Companies 

preserve their product demand through powerful branding strategies as well as novel product 

developments alongside influential promotional initiatives despite alternative options existing in 

the market (Rehman, Gulzar and Aslam, 2022). 

 

The cosmetics industry experiences extraordinarily high levels of competitive rivalry as its main 

critical force (UKEssays.com, n.d.). Popular world brands L’Oréal and Estée Lauder hold the top 

positions alongside Procter & Gamble and Unilever while niche and independent labels are 

expanding their presence in the market (Beauty Packaging , 2024). The competitive pressure in 

the cosmetics industry causes these companies to battle through their pricing strategies and 

innovative products along with extensive marketing activities. A wide range of comparable 

products from different brands compels companies to focus on product differentiation for market 

competitiveness (Smoteks, 2023). Market success depends heavily on customer loyalty since 

brand reputation coupled with trust becomes vital for winning consumer purchases (Açikgöz et 



al., 2024). Companies dedicate significant resources to research and development alongside 

influencer collaborations and digital advertising to gain marketplace dominance. 

 

To sum up, the cosmetics industry operates under conditions of fierce marketplace competition 

together with strong customer power and unending product development initiatives. The market 

success of well-established brands stems from their advantageous cost structures together with 

their loyal consumer base and their well-executed marketing approaches. However, start-up 

companies face competition hurdles because the market is reaching saturation. They also 

encounter difficulties in establishing trust with prospective customers. The suppliers maintain 

weak power but buyers maintain strong influence over the market because numerous options 

exist in the market. The market maintains its established strength because customers 

continuously adopt new beauty trends combined with technological innovations and a growing 

self-care movement.  

 

4.0 Internal Analysis 
Sephora builds its future success upon its established collection of inner company resources. 

Sephora sustains its market success through brand equity and loyal customers generated by its 

Beauty Insider Program which leads to high customer retention and frequent buying 

(Woolnough-Rai, 2023). A company must evaluate its resources and capabilities along with its 

processes to reveal its strengths and weaknesses during internal analysis. The identification of 

organization strengths together with weakness evaluation serves to enhance overall 

organizational performance. The assessment enables organizations to match their business 

strategies to their fundamental operational areas and minimize resources while establishing 

distinctive advantages in the marketplace (Blackmore, 2024). 

 

 

Resource/Capabilities Impact 

Brand Equity & Loyalty Strong Beauty Insider Program enhances customer 
retention. 

Exclusive Product Collaborations Partnership with luxury and indie brands strengthen 
market position 



Sustainability Initiatives  Investments in biodegradable packaging and upcycled 
ingredients enhance brand reputation. 

Omnichannel & Digital Strategy Strong e-commerce, AI personalization, and AR 
try-on tools improve the shopping experience. 

Innovation in Sustainable Beauty New product development with eco-friendly formulas 
meet consumer demands. 

 

The market uniqueness of Sephora emerges from exclusive collaboration partnerships with 

luxury fashion brands and independent brands alongside its sustainable initiatives that attract 

consumer interaction (Sehgal, 2024). As an environmental response Sephora established 

sustainable packaging methods together with the option for customers to refill compact products 

and use recycled elements in their materials (PureStrategies, 2019). 

 

Digital advancement is now regular in Sephora as they now deliver better shopping experiences 

through mechanisms like AI-powered personalization tools and AR (augmented reality) try-on 

capabilities and omnichannel retail methods (Azfar, 2017). 

 

5.0 SWOT Analysis 
The SWOT analysis provides Sephora with a complete understanding of both internal and 

external business conditions to evaluate all strategic aspects. The understanding of these factors 

will serve as a foundation when developing the company’s strategic marketing plan (Kenton, 

2024). 

 

Strengths Weaknesses 

Strong global brand reputation​  Reliance on third-party suppliers 

Loyal customer base ​  Vulnerability to supply chain disruptions  

Omnichannel strategy: physical stores and use 
of digital tools 

Operational inefficiencies in international 
markets  

Sustainable Initiatives: eco-friendly 
packaging and sustainable sourcing​  

High dependency on luxury pricing segment 



Exclusive collaborations with premium and 
indie brands 

Limited focus on mass-market appeal 
 

Opportunities Threats 

Expanding presence in emerging markets 
(Asia, Middle East, Africa) 

Intense competition from Ulta, MAC, DTC 
brands 

Increasing demand for clean and sustainable 
beauty 

Economic instability affecting luxury goods 
consumption 

Growth of wellness-driven beauty products 
 

Regulatory changes increasing production 
costs 

Further development of digital capabilities  Potential supply chain disruptions 

 

The market position of Sephora grows from its multiple vital strengths. Sephora maintains an 

international brand excellence because it exports premium products alongside uncommon beauty 

products worldwide (PEREIRA, 2023). The brand equity of Sephora continues its growth 

because loyal customers create lasting relationships through their membership in the Beauty 

Insider Program. Sephora excels at expanding its omnichannel position through digital tools and 

e-commerce operations which combines AI recommendations and AR try-on capabilities to 

increase customer involvement (Honigman, 2023). The company shows its commitment to 

sustainability through eco-friendly packaging initiatives and its support of brands with 

sustainable practices which correspond to rising consumer interest in environmental 

responsibility (beautymatter.com, n.d.). 

 

Third-party suppliers who control several of Sephora's products create a major business 

weakness since supply chain interruptions expose the company to disruptions (SWOT Analysts, 

2025). The company faces obstacles regarding product customization and marketing 

adaptiveness for specific regions because it operates globally. Operationally inefficient practices 

combined with higher international costs become a result of this approach. The luxury beauty 

segment where Sephora operates makes it sensitive to economic downturns that cause consumers 

to reduce their discretionary spending (Shastri, 2022). 

 



Emerging markets, particularly in Asia and the Middle East, offer significant growth 

opportunities (BDA Partners, 2024). Sephora stands ready to benefit from rising consumer 

purchasing power in Asian and Middle Eastern markets where luxury beauty product demand 

keeps increasing (SWOT Analysts, 2025). The rising market need for sustainable and clean 

beauty goods enables Sephora to introduce more environmentally friendly products to its 

collection (Community, 2023). Sephora has a chance to capitalize on the rising wellness-driven 

beauty movement by introducing new products that unite health advantages with beauty 

functions (Bhasin, 2018). The company's future success depends upon further digital 

development especially AI technology and e-commerce capabilities because they enable Sephora 

to build loyal consumer relationships and stay ahead of rivals who base their business only on the 

digital world (Jeffs, 2023). 

 

Sephora encounters intense market competition from established traditional retailers alongside 

DTC brands including Ulta Beauty and MAC Cosmetics while fighting against developing 

independent beauty companies (Edrawsoft, 2022). Sephora confronts competition from online 

shopping because customers prefer e-commerce and have become more sensitive to prices 

(Ludmir, 2025). The global economy remains unstable while inflation continues to rise together 

with shifting consumer tastes which collectively threaten the entire beauty market (Breuer, 

2022). Environmental regulations for packaging these emissions now require additional costs for 

Sephora to maintain sustainable operations. The business faces profitability risks from future 

supply chain disruptions after observing the disruptions caused by COVID-19 (admin, 2023). 

 

6.0 Recommendation Conclusion 
The continued expansion and operational stability of Sephora depends on enhancing its supply 

chain programs for resilience. Sephora should spread its suppliers throughout multiple regions 

along with local supply chain installations because these measures would decrease worldwide 

supplier dependency while reducing disruption risks and enhancing company flexibility. The 

move will let Sephora deliver quick reactions to evolving market needs especially when serving 

rapidly developing markets. 

 



The adoption of wellness-driven beauty will be advantageous for Sephora because it would 

introduce cosmetic products which unite health-focused aspects with aesthetic appeals to fulfill 

consumer needs for holistic beauty solutions. The investment in digital technology which 

includes both artificial intelligence and augmented reality simultaneously allows Sephora to 

maintain leadership in the market by delivering virtual testing features with personalized product 

recommendations (Fredrik Filipsson, 2025). 

 

Sephora should strengthen its market position by developing expanded sustainability initiatives 

which incorporate refillable products together with eco-conscious packaging in response to 

increasing customer demand for sustainable beauty. The company can build customer loyalty by 

combining relationships with environmentally friendly brands and continuing to minimize its 

environmental impact (Zwieglinska, 2024). 

 

The ability to maintain Sephora's premium strategy continues while new affordable high-quality 

products appeal to consumers who seek value without adverse effects on the brand. Sephora 

needs to expand its locations throughout Asia together with the Middle East and Africa because 

emerging middle-class shoppers in these regions hold sizable growth prospects. Sephora needs to 

maintain its market position by offering products to younger customers and gender-neutral 

beauty options that reflect modern market tastes (Morosini, 2022). 

 

 

7.0 Conclusion 

The beauty industry leader Sephora maintains its leadership position through its valuable brand 

identity together with unique product associations and devoted client loyalty strategies. The 

combination of premium beauty products with seamless omnichannel shopping and their 

dedication to sustainability allows Sephora to retain its competitive edge. The company brings 

innovation leadership to the market through personalized digital tools and sustainable initiatives 

which differentiate it from rival businesses. Sephora faces ongoing technical challenges such as 

supply chain flaws and expensive pricing models while experiencing growing competition from 

traditional companies together with new D2C businesses. 
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