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US beauty retail is seeing some fresh ideas, while competition 
heats up among the major players

Many US department stores’ renewed focus on beauty is in part a reaction to their 
market share being eaten away year after year by chain retailers, such as Sephora 

and Ulta. “Mass has moved more upscale, and upscale has become more approach-
able,” explains retail consultancy WSL Strategic Retail ceo Wendy Liebmann. She  
continues: “Department-store retailers have become more aggressive about beauty,  
especially as we moved through the recession. We need to give credit to the major  
retailers who are finally seeing beauty as a category that will get the consumer involved.”
Bloomingdale’s for example, replaced a portion of its traditional counter fixtures with 

a more open-sell environment in its flagship New York City store last year. “Blooming-
dale’s acknowledged that department stores need to change how they do business  
in terms of beauty. US consumers want to shop differently and by removing counters, 
for example, the consumer is more in control of the shopping experience,” notes 
beauty business consultancy Brand Growth Management partner Kelly Kovack.  
Bloomingdale’s was also the first US retailer to introduce Estée Lauder-owned  
Clinique’s Experience Bar (see box), an interactive retail concept that offers multiple 
levels of service. In addition, the retailer will embark on its fifth year of a partnership 
with UK niche beauty retailer Space NK; there are now 15 Space NK shop-in-shops in 
Bloomingdale’s stores across the country. This partnership gives the department store 
a way to do niche beauty, which perhaps wasn’t natural to the retailer on its own.
Other recent developments at department stores include Saks Fifth Avenue, which 

remodelled its beauty floor at its New York flagship by growing the space allotted to 
its anchor beauty brands. Macy’s, meanwhile, announced last year it was to invest 
$400m over the next four years to remodel its New York City flagship store at Herald 
Square. The store will have a more upscale feel and will feature what the retailer calls 
an “all-new presentation” of cosmetics and fragrances on the first floor. Macy’s also 
intends to include technology and new media through interactive store directories, 
streaming of live video feeds of Macy’s events, digital product information and a  
mobile app to guide customers as they shop. 
Department stores have also been quick to embrace the trend for skincare n n n  
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n n n devices, making them a destination for this fast-growth category. Bloomingdale’s 
Soho location in New York for example, features a ‘Tech Niche’ boutique on the  
perimeter of the beauty floor, which stocks brands such as Tria and Clarisonic and  
has BAs on hand to demonstrate the devices. 
Department stores have also toned down what was often seen as an aggressive 

approach to fragrance sampling; some retailers now encourage the BA to stay behind 
her counter. “Department stores have changed the mentality around fragrance and 
have recognized that it’s not a category to walk away from—it’s a high engagement 
category,” NPD Group vice president and senior global industry analyst Karen Grant 
recently told BW Confidential.

Ulta’s growth engine
Chain retailers, such as Ulta continue to grow. The retailer, whose average store  
carries more than 20,000 skus across mass, masstige and prestige and offers salons 
with a wide range of hair, skin and nail services, increased its store space by 16% in 
2011, and aims to add 100 stores by the end of this year. Ulta had 467 stores in April 
this year and announced a long-term plan to open 1,200 points-of-sale. 
While Ulta is branded as masstige, partly due to its product mix and its more subur-

ban real-estate locations, more prestige brands are flocking to its shelves. Some of 
Ulta’s larger stores offer branded boutiques from prestige players including Lancôme, 
Benefit, Clinique and Bare Escentuals. “Brands are very excited about what’s going on 
at Ulta. Although they have a slightly different demographic than Sephora, they are 
carrying more premium products and are partnering with more with brands to create 
animations,” comments Brand Growth Management’s Kovack.
Sephora, meanwhile, continues to develop what it sees as cutting-edge shopping  

experiences. In September 2011, the LVMH-owned retailer inaugurated its first new-
generation beauty store in New York’s Meatpacking District. Technology plays a big 
role in the store: all transactions are via a mobile checkout system, shoppers can  
flash a product’s bar code with her smart phone for more information and can access 
ratings and reviews via the iPads found throughout the store. 
The location also has a range of services including Sephora’s Lash Bar and Beauty 

Art Studio featuring express services (Blush & Bronze, Flawless Foundation, Smoky 
Eye and Faux Lash). A wall display, called Sephora Collection 2.0, offers a range of 
make-up brushes and “complexion stations” to help shoppers find the right shade of 
foundation. Sephora also says that art and design are an integral part of the store and 
hosts exhibitions by contemporary artists in the store’s gallery space. Elements from 
this store are being replicated in a selection of stores nationwide.
Sephora is also forging ahead with its partnership with department store JC Penney. There 

are 386 Sephora Inside JC Pennney shop-in-shops today with 75 doors planned for 2013.
Meanwhile, prestige beauty chain Blue Mercury is also continuing to develop its  

footprint; the retailer now has 40 locations in the US and is opening an average of  
10 stores a year with a long-term goal of 200 pos.

Shifts in the drugstore landscape
The drugstore channel has also seen its share of activity this year. New York-based  
retailer Duane Reade continues to roll out its Look Boutique beauty concept, and  
Walgreens, which acquired Duane Reade’s more than 250 locations in 2010, n n n
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n n n opened the first Look Boutique in a Walgreens store last year and is rolling  
out the concept in other flagship stores. The Look Boutique is trying to bring in more 
prestige names. While this is proving tough, it is thought it will attract smaller niche 
brands who are finding it increasingly difficult to enter major retailers, such as  
Sephora. Walgreens also continues to make acquisitions. It bought online health and 
beauty retailer Drugstore.com (which also included the e-commerce websites Beauty.
com and Skinstore.com) in 2011 and in June 2012 purchased 45% of UK-based 
drugstore operator Alliance Boots. In terms of its impact on the US business, industry 
watchers believe Boots’ private-label brands, including No 7, will soon be available in 
Walgreens stores. One month after the deal was announced, Walgreens snapped up 
a regional drugstore chain with 144 locations (including USA Drug, Super D Drug, 
May’s Drug, Med-X and Drug Warehouse) in the southern US. 
However, drugstore operator CVS, which launched its prestige and niche beauty 

boutique Beauty 360 in 2008, announced in April that it was shuttering the concept. 
Beauty 360, which was in 25 stores, featured high-end merchandising, sold brands 
such as Ahava, Zirh and Strivectin and offered a range of services. It is believed that 
the concept floundered because CVS had failed to secure some of the major prestige 
beauty brands and that it was under pressure from expansion of chains such as Ulta. 

Changes in mass
On the mass side, big-box retailers are out to boost their beauty business. Target 
tested a new beauty concierge program in around 28 US stores this summer featuring 
dedicated beauty advisors offering advice and tips across all of the beauty brands  
on offer. Each BA had a mirror, iPad and product samples and donned a black  
apron, rather than the retailer’s trademark red. Target has not yet announced if the 
program will be applied to its stores nationwide, but this shows that mass retailers  
are recognizing that personalized service for beauty need not be the sole domain  
of prestige.
Other channels, such as e-commerce, are growing fast—the channel grew by more 

than 25% from 2005 to 2010, according to market research firm Kline & Company, 
as retailers and brands continue to hone their e-commerce and mobile offers. The  
digital space is also becoming more competitive. Amazon.com is said to more  
aggressively pushing its beauty offer and Walgreens is creating more links between  
its Beauty.com site and its physical stores. Prestige fashion website Net à Porter is  
also rumoured to be entering beauty.
TV home-shopping is also taking a bigger piece of the US beauty pie. According to 

Kline, TV home shopping has seen a CAGR of nearly 20% for the 2005-2010 period 
and the channel is attracting more prestige brands. “In the beginning it was very  
difficult to get prestige brands interested—it was a different format, a different  
commission structure and a different way of merchandising. However, brands are  
finding that direct-response television can become their marketing vehicle. In many 
cases when a prestige brand goes on the air, it ends up with a 20% increase in the 
overall business, so the channels are synergistic,” HSN general manager of beauty 
and merchandising strategy Betsy Olum told BW Confidential earlier this year.
Space NK, which has a show on QVC in the US, agrees that prestige is gaining 

ground in the channel. “The results have been incredible—we’ve featured a number 
of brands including by Terry, whose Touche Velouté product has reached star n n n
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n n n product status on the show. On a recent program we presented Zelens eye 
cream, which retails for $145 and we sold out, so I don’t see any price resistance,” 
comments Space NK chief merchant Joyce Avalon.
Analysts are cautious about making predictions for the upcoming holidays. But  

despite a still shaky economy, there is an audible buzz of activity in the US retail 
landscape. n

Retail initiatives
LVMH-owned Sephora has launched several new in-store tools this 
year. The most recent is Sephora Skincare IQ, a touch-screen display 
that asks the shopper a series of questions and cross references the  
retailer’s 1,200 skincare skus across 60 brands. Consumers are asked 
to enter their two major skincare concerns and the tool produces a 
list of recommended products. The shopper can then sort through the 
recommendations by price, brand name or best-sellers. The tool also 
features a glossary of ingredients for consumers looking for more  
information on product formulas. Sephora claims that the tool can  
produce recommendations in a minute or less. The tool is to launch  
in more than 30 stores in the US.
Another Sephora initiative is the Fragrance Sensorium. A new  

fragrance testing concept launched in stores in the US and Canada,  
the tool is modeled on the fragrance exhibition by the same name  
co-created by Sephora and fragrance house Firmenich in 2011, the 
free-standing interactive unit is similar to a fragrance bar where 
consumers can test unbranded scents through smelling funnels. This 
approach is meant to hone the consumer’s personal tastes, without the 
trappings of branding. “[This concept allows the consumer to] discover 
preferences based on emotion instead of marketing messages or bottle 
appearance,” says the retailer. iPads are placed on the display to give 
more information about the specific notes and fragrances on display. 

Estée Lauder’s Clinique opened its Experience Bar at Bloomingdale’s 
59th street store this summer and is now rolling it out to other retailers 
nationwide. The company describes the bar as a “modern evolution  
in product sampling”, as it uses sensorial triggers to interact with  
shoppers. For example, there are buttons on the bar which correspond 
to a product and when pushed play a musical tune unique to the item, 
while dispensing the formula through air-pump technology. 
The bar also features a proprietary Apple iPad program that provides 

information on products and can be used for Clinique’s self-guided  
skin diagnostic tool. Clarity of the offer was also key for the brand and 
11 of its products are split into four distinct categories: Concerns and 
Solutions, Serums, Moisturizers and Top Sellers. “Clinique hit on the 
notion that not everyone wants full service and recognized that it’s up 
to the shopper to decide what she wants,” comments WSL Strategic 
Retail’s Liebmann.
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