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Preface

Are you looking for a business that’s personally rewarding, makes a lot of people happy, can be very lucrative, and is recession-proof? If you’ll settle for three out of four (since no business can completely escape the impact of a down economy), then you’ve come to the right place.

The book you’re holding will give you all the practical advice you need to build the foundation for and launch a full-service hair salon and day spa. That includes information you’ll need to handle the myriad details that go into starting and operating a small business, from analyzing your market, writing a business plan and establishing an internet presence to finding financing and handling all the other day-to-day duties necessary to keep your business running like a well-oiled machine. It’s possible to do these things well whether you’re a practicing cosmetologist who’s decided the time is right to strike out on your own, or a business manager who can see the potential in this always-dynamic, always-growing industry. All it takes is determination, hard work, optimism, and a willingness to learn anything related to business management that you don’t already know.

Of course, it does help to have a strong business background and a good head for numbers, even if the extent of your experience is accurately calculating the government’s lamentable bite out of your tip income, balancing your checkbook, or managing a household budget. Having previous college coursework in disciplines like accounting and business management is even better. But as the saying goes, where there’s a will, there’s a way, and if you’re determined to be successful, your chances of achieving your dreams increase significantly.

Toward that end, this how-to volume contains many resources that will help you find your own little piece of “shear” heaven. There are step-by-step instructions for important tasks like selecting the appropriate legal structure for your salon and coordinating an advertising program. There are worksheets that can help you calculate costs, keep expenditures under control, and stay organized. There are also names and addresses (both cyber and snail) of numerous industry organizations and government agencies that can provide valuable information.

But perhaps most important, there are tips and advice from industry insiders, including numerous salon owners and other stars of the beauty industry universe who lent their voices and vision to this project by agreeing to be interviewed, sometimes for hours at a time and sometimes in the wee morning hours before their businesses opened or well after they closed for the night. No doubt they were so generous with their time because they know the value of leading by example, and you’ll hear from them often in the pages of this book because firsthand experience truly is a great teacher. What’s more, they’ve all agreed to be personal resources for you in case you have questions that only another experienced salon/spa owner/manager can answer. You’ll find contact information for these gracious folks in the Appendix.

By the way, what you won’t find in these pages is styling instructions for giving a great inverted bob, rolling perms, or foiling hair. Frankly, that instruction is best left to the pros at cosmetology schools and other beauty industry sources. And since there’s a good chance you’re already practicing the craft of beauty as a profession, you probably don’t need help in that area anyway. Or if you’re a business/marketing type, you’ll probably never have the slightest inclination to start shearing heads.

So turn the page and let’s start rolling!


1

Hair Today, Hair Tomorrow

Housing values may plummet. Retirement funds may shrink. Hurricanes may howl maniacally and exotic viruses may spread unchecked. But despite manmade and natural disasters, hair still grows, and people still need pampering. So no matter what the state of the economy and the world we live in, it’s still a good time to start a hair salon and day spa, and the prospects for “shear” success are excellent.

According to the Professional Salon Industry Haircare Study, there were 288,000 hair salons in the United States in a recent year. The salon service industry had revenues of $75 billion in a recent year, which included $20 billion generated by hair cut services and $7 billion by retail hair care product sales. In addition, the U.S. Department of Labor Bureau of Labor Statistics reports that the demand for trained cosmetologists will continue to grow through 2022.

How is it possible for a service sector like the beauty industry to continue to thrive despite the fluctuations of the economy? No doubt because many of the services offered by salons simply can’t be duplicated at home—or at least not duplicated well. In addition, in an age where people freely shell out $5 for a cup of coffee, the price of a haircut probably doesn’t seem very high considering the lift it can give your spirits. Also, the baby boomers, who are still the largest population segment in America, are more than willing and are still financially able to spend money on any personal care service they perceive will make them look younger and more attractive. No doubt as a result of their driving desire for a youthful appearance, the hair color segment of the salon industry continues to grow, according to Professional Consultants and Resources, a Plano, Texas, marketing and consulting firm. Color alone brought in $750 million for hair salons in a recent year.

The spa industry also is faring well. According to the International Spa Association, the U.S. spa industry had revenues of $14 billion in a recent year, generated by 160 million spa visits. It’s estimated that 47 percent of spa-goers are men.

Earning Potential




What all this prosperity means to you is that the prospects for people who own personal care businesses are bright. A recent Job Demand Survey, distributed by the National Accrediting Commission of Cosmetology Arts and Sciences, indicated that average total income (including tips) for salon owners was $53,150, although it’s possible to earn much more depending on where and how you do business. For instance, two salon owners interviewed for this book earned $120,000 in a recent year.

A search of the internet revealed that there’s no definitive data on salon/spa owner salaries. Rather, different sources report sometimes widely disparate figures. So suffice it to say that total wages and salaries for the estimated 343,000 employees in the spa industry were almost $5 billion across the entire industry in a recent year.

A Look Back




With the possible exception of the wild and wooly cavemen (and women), humans have always been interested in their personal appearance . . . and their hair. The earliest record of personal hair care dates back 2.5 million years ago, when brushes used to create cave paintings in Spain and France were adapted for use in hair grooming. More recently, archeologists have found evidence that cosmetics were used by the Egyptians as early as the fourth millennium B.C. (for proof, just check out the golden sarcophagus of the boy king Tutankhamen with its heavily painted visage), as well as ancient artifacts of eye makeup.

Although hairdressing techniques have evolved throughout the ages, some things have stayed the same. Primitive men, including Native Americans, tied feathers, beads, and other objects into their hair, which they wore long and flowing to denote status and intimidate enemies. Persian noblemen curled their hair and beards, and even used henna to stain them red. Men often wore wigs throughout the ages, including during the 18th century when their wigs were powdered and styled with queues, or long ponytails, that hung down their backs. Women were equally fashionable throughout history, using yellow soap to dye their hair blonde in republican Rome, or coiling their tresses into styles that at times were covered by cauls, a type of hairnet, or embellished with jewels or golden ornaments.

Interestingly, many of the innovations in hair design that are still with us today originated in the late 19th century. The Marcel wave, also known as the finger wave, was first created around 1890 using heated irons. The hot-blast dryer, which evolved into today’s blow dryer, was also invented at that time. Madam C.J. Walker, a former slave, formulated products that could soften and straighten the hair of black women. She later became the first African American woman to earn $1 million. The first electric haircutter, consisting of a comb with a platinum wire that was heated and used to burn off the ends of the hair, was invented around the turn of the century.
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Fun Fact

The first known school for hairdressing in the United States was established in Chicago in 1890.






A Look Forward




It wasn’t uncommon for hair to be scorched by hot tools until it was the texture of coarse wool. Nowadays, hair-care techniques are much gentler, and the reasons people choose to visit salons are diverse. They include:

       •   Wanting to look great for a special occasion, like the prom, a wedding, or a party.

       •   Wanting the same ’do as a favorite celebrity (who could forget Jennifer Aniston’s choppy layers or Farrah Fawcett’s feathered sides?).

       •   Wanting to change a look by perming, coloring, or straightening tresses.

       •   Wanting to correct the damage caused by overprocessing done by amateurs.

       •   Wanting to update a look (like eschewing the Jackie Kennedy bob worn since she was the First Lady).

       •   Wanting to look like a new person (like going from mousy brown to ravishing red).

All this is good news, considering the bad hairdos that have been popular in recent decades (think mullets and technicolor mohawks) and the trend toward gleaming chrome domes as sported by NBA players. So now your mission, should you choose to accept it, is to start a great new salon with the right rep so people will leave the boring salon they’ve been frequenting and make a mad dash to your door.

The Opportunities




There are three ways you can make your mark on the hair industry. You can open a franchise hair salon, in which you pay money upfront for the privilege of opening that salon using someone else’s established name (which gives you an instant reputation) and its resources (like advertising campaigns). You can buy an established salon from someone who’s retiring from the business, has tired of the business, or has damaged the business and forced it into bankruptcy (all three happen every day). You can establish your own salon using your own money, your own ingenuity and your own optimism that hard work and talent will win out.

While you’ll find a list of well-known hair franchises in the Appendix of this book, the real focus of this how-to guide will be on starting your own salon/spa from scratch. And just as a side note: While the term “salon” is used throughout the book, it’s meant to include both salon and day spa services, as the title on the cover of the book indicates. Since the tools necessary to open both are basically the same, it seemed redundant to say “salon/spa” over and over. The specifics relating to the spa end of the business, from the types of equipment needed to the types of services offered, are discussed in detail in Chapter 8.
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Stat Fact

There are nearly 1.6 million cosmetology professionals employed in salons and barber shops in the United States, according to a recent IBISWorld’s Hair & Nail Salons market research report.






By the way, before we move on to the nuts and bolts—or shall we say the shampoo and conditioner—of the salon industry, there’s one more type of salon that bears mentioning here because it’s so prevalent in the beauty business. Booth rental salons are owned by a person (or persons) who’s basically the landlord for a group of hairstylists and other service providers working under his or her roof. As the landlord, the salon owner/operator collects a flat monthly fee from the service providers, for which they have the privilege of using salon space and nonremovable equipment like a styling station and chair. The renters, in turn, are considered independent contractors who must provide their own supplies (everything from hair dryers to perm rods), set their own hours, book their own appointments, and have their own key to the building.

Or at least that’s the way the IRS expects booth rentals to work. If you pay your renters a commission, provide items like back-bar supplies and towels, schedule appointments, process credit card transactions, and/or offer benefits like paid vacations and insurance, then you have employees rather than independent contractors. And you can be sure that the IRS won’t smile benevolently on your fledgling business venture if you try to pass your employees off as independent contractors.

If you’d like to know more about the distinctions between employees and independent contractors like booth renters, download a copy of Publication 1779, Independent Contractor or Employee, from the IRS website at irs.gov. But for the purposes of this book, it’s assumed that you’re not establishing a booth rental operation, but rather a full-fledged salon and day spa.

So what does it take to be a successful salon/spa entrepreneur? First, it helps to be a risk taker, says John Palmieri, owner of Scizzors in Shrewsbury, Massachusetts. “It’s to your advantage to jump in and just do it,” he says. “Don’t overanalyze the process or you won’t get anything done. Take a chance—open the door and start letting customers in.”

Leslie Rice Winterrowd, co-owner of Goldwaves Salon and Spa in Fort Worth, Texas, believes you have to be willing to try anything to succeed. “If you’re scared, you’ll hinder your growth. Instead, go for it, then re-evaluate what doesn’t work and fix it,” Rice Winterrowd says.

Sasha Rash, former owner of La Jolie Salon in Princeton, New Jersey, stresses the need to see the big picture. “You have to be able to see the big picture and not get bogged down in the details,” she says.

Vander E. Harris Jr., former president of the National Black Hair Association, adds “You have to have determination and an entrepreneurial mindset to be successful. You also need vision and goals.”

A thirst for knowledge, a strong constitution, and an indefatigable spirit are also traits the entrepreneurs interviewed for this book said were necessary for success. Now add a dash of humor and a pinch of determination to the mixture, and you definitely have a recipe for success. We’ll help you get rolling with advice from this book. In the meantime, think you’re cut out to own and run a salon? Take the Salon Savvy Survey below to find out.





Salon Savvy Survey







Take this short quiz to see if you have what it takes to be a successful salon/spa owner:

  1.  Can you supervise and motivate giggly teens, chatty 20-somethings, menopausal manicurists, and the other 64 common types of employees?  [image: ][image: ] Yes  [image: ][image: ] No

  2.  Has your hair been at least two different colors in the past six months?  [image: ][image: ] Yes  [image: ][image: ] No

  3.  Can you juggle up to a dozen tasks at once for 12 hours straight and still have enough energy to drive home safely at night?  [image: ][image: ] Yes  [image: ][image: ] No

  4.  Do you prefer to nap in the nearest hydraulic chair rather than go home?  [image: ][image: ] Yes  [image: ][image: ] No

  5.  Do you do windows and fold towels?  [image: ][image: ] Yes  [image: ][image: ] No

  6.  Do you like to do windows and fold towels?  [image: ][image: ] Yes  [image: ][image: ] No

  7.  Can you write massive tax payment checks to the IRS every quarter without staging a four-county taxpayer revolt?  [image: ][image: ] Yes  [image: ][image: ] No

  8.  Would red ink on your balance statement make you sob more than the film An Affair to Remember?  [image: ][image: ] Yes  [image: ][image: ] No

  9.  Would you cringe if someone playfully referred to your salon as a “clip joint”?  [image: ][image: ] Yes  [image: ][image: ] No

10.  Do you automatically rotate hair-care product bottles on the shelf so the labels are facing out, even in the grocery store?  [image: ][image: ] Yes  [image: ][image: ] No

Scoring

9–10 yes: You’re a shear genius.

5–8 yes: Your career is lookin’ good.

1–4 yes: Better get set for a long learning curl.

0 yes: Keep buying those lottery tickets.
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The Salon Scene

Before we delve into the myriad details that go into establishing a salon and day spa, let’s take a look at the numerous services typically offered by today’s maison de beauté (or house of beauty, if you avoided French 101 in high school). Naturally, there are more services described in this chapter than you could possibly hope to offer when you first go into business. So in Chapter 3, you’ll learn how to analyze your market area to determine which of these services might be the most attractive to your target audience and make the most money for you. But in the meantime, you’ll encounter every possible option here so it will be easier for you to make some choices later, when you formulate your business plan.

Also included in this chapter is a brief overview of the day-to-day operations involved in keeping a salon and spa humming along, as well as a discussion of the decisions you must make early on to put your salon development project into motion.

Chop Shop




On the hair salon side, the most sought-after services are, of course, haircutting and styling. This includes everything from styles created with a blow dryer, curling iron, or hand scrunching to tried-and-true roller/dryer sets for senior citizens. Popular color services include highlighting, low lighting, glazing, corrective coloring, dimensional special effects, and hair and scalp treatments. Texture services include permanent waves, partial or spot perms, spiral perms, and relaxing treatments. Braiding falls into a category of its own. There actually are many salons that specialize in nothing but this particular hair art, but there’s no reason you can’t offer it in your salon, too. Just keep in mind that it’s a very time-consuming service and many of the most successful braiding salons have two or more stylists working on one client at the same time. Finally, special-occasion hairstyling, for events like proms and weddings, rounds out the typical hair services menu.

Although technically an aesthetic service, nail and foot care are often offered in hair salons. Nail services include:

       •   Acrylic nail application

       •   Manicures (both traditional and French)

       •   Nail tipping

       •   Nail wrapping

       •   Paraffin treatments

       •   Pedicures

       •   Sculpted nail application

       •   Skin exfoliation and hand/foot massage

Selecting Services




As mentioned in the previous chapter, this book was developed on the premise that you will be establishing a full-service salon rather than a family hair salon that concentrates on quick-turnover services like haircuts and color. As a result, you should plan to offer the full range of hair care services mentioned earlier. Of course, the number of special services you provide may be limited by the proficiency of the help you hire and the training you can offer them, but at the very least, you should offer haircuts and styling, basic perms, straightening treatments, and color services.





It’s a Man’s World

It wasn’t so long ago that no self-respecting male would be caught dead in a day spa. But all that has changed with the aging of the baby boomers, who are devoted to looking youthful, staying healthy, and being fit.

The International Spa Association reported recently that 47 percent of spa clients are men, who are usually introduced to the spa experience by their wives or girlfriends. (Hold the pink robes, please.) Their number-one choice of service is massage. So as you plan your day spa, be sure to include amenities for men.

Design the spa with separate waiting and changing areas for men, and stock them with men’s magazines, and maybe even a TV tuned to ESPN. Stock up on spa products with a more masculine scent (something woodsy or musky). Then attract men to your facility by running special promotions just for them, such as “Stress Relief Night for Men.” You might even offer bachelor party massage packages.

Or you could try offering men-only spa services like Ben Davis does in The Gent’s Place, his combination barbershop, spa, and men’s club, which he opened in Frisco, Texas, in 2008. “I built The Gent’s Place with the neighborhood barbershop of the past in mind but with all the amenities and services that the modern gentleman requires to keep a consistent and professional look,” says Davis.

In addition to spa and barbershop services—haircuts, color, massage, shaves, facials, and “hand and foot repairs” (rather than “manis” and “pedis”)—The Gent’s Place offers a bar waiting area equipped with HDTV and a selection of complimentary beer, whisky, and wine. “If you’re getting lousy haircuts and poor service from the discount chains or being ‘womanized’ at your wife’s salon, it’s time to man up,” says Davis.

The Gent’s Place isn’t the only place to “man up” in the United States. Dallas has several men-only spas, one of which services up to 130 clients on Saturdays alone. It’s definitely a trend that bears watching.






Whether you offer nail services or not is entirely dependent on the size of your salon and whether you can afford both the equipment and the salary of a nail technician at the outset. Today’s nail client is used to visiting shops devoted only to nail services, so she won’t be surprised if you don’t offer manicures, acrylic nails, and tipping. But you may be able to get her to leave her regular manicurist if she sees that you’re offering the same service at your cool new salon. You’ll read about equipment in Chapter 7 and salaries in Chapter 9, so you can table your decision about whether to include nail services for now.

Smoothing and Soothing




As mentioned in the last chapter, spa services continue to be a strong segment of the personal care industry. The range of services is truly dazzling, but basically, aesthetic services offered at a day spa fall into three categories: skin and body care, hair removal, and makeup. Many spas also offer nail services, which tend to be higher priced than in a salon.

Skin- and body-care spa services include:

       •   Facials and body exfoliation (which may involve the use of salt glows, body polish, enzyme peels, and body masks like mud, minerals, or seaweed)

       •   Massage (full body massage, facial and/or hand/foot massage)

       •   Wraps and packs (used to combat cellulite and reduce water retention)

       •   Hydrotherapy treatments (whirlpool baths, Scotch hose—a type of massage that uses a hose to direct streams of water on the body to improve circulation—and hot tub treatments)

       •   Body tanning (self-tanners and tanning beds)

Hair-removal services include:

       •   Electrolysis

       •   Eyebrow arching

       •   Waxing (face, legs, arms, bikini, back, and underarms)

Makeup services include:

       •   Color analysis

       •   Cosmetics application

       •   Ear piercing

       •   Eyebrow tinting

       •   Eyelash tinting

These services and the equipment necessary to offer them are discussed in detail in Chapter 8.
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Smart Tip

Products perceived to have anti-aging properties, like “natural” cosmetics and spa products with ingredients like green tea, grape-seed extract, and clay and sea minerals, continue to be popular among American consumers, says Euromonitor International, a provider of global consumer business intelligence. So you should add them to your salon and spa product lineup as a way to increase sales.






When determining which of these spa services to offer, it’s important to weigh factors like equipment cost against potential profitability. For instance, you may be a great believer in the benefits of hydrotherapy and would like to offer it in your new day spa, but hydrotherapy services require the greatest outlay of cash for equipment and facility development. So unless you have sufficient startup capital (and a significant amount of space to boot), it might be a better idea to limit your spa services initially to massage (which doesn’t require as much equipment or space) and/or facials. Then, when you’re operating profitably, you can expand your facility or move to a new one that will allow you to increase the scope of your day spa services.

Another important factor to consider when deciding which spa services you’ll offer is that many of them require a wet room. This includes the hydrotherapies mentioned earlier, as well as any body masks, exfoliation treatments, and other body treatments that must be rinsed off after application. Even if you decide not to offer hydro services when you first open, you should at least plan to include a wet room in your initial plans or you’ll always be limited to “dry” services—unless, of course, you move to new digs or expand your existing location.

There’s yet another compelling reason for offering wet services. “Water treatments are the very nature of a spa,” says Colleen Blevins-Lunsford, the successful former owner of Wolf Mountain Day Spa in Grass Valley, California, who gave up her spa when she met the man of her dreams and moved to England. “Spas are about health and wellness, and for centuries man and beast alike have found healing and cures from the ocean, moor bogs, natural springs, and so on. If [water] treatments are not offered, then the spa is considered a skin-care salon or clinic.”

Because the concept of a day spa implies a day of pampering similar to what you might enjoy on a spa vacation or a cruise ship, it’s common for spa owners to offer packages of services. Generally speaking, packages should consist of at least three complementary services, or in the case of hydrotherapy treatments, one hydro service and up to four “dry” services. Spa industry insiders recommend offering half-day packages that run about three hours and full-day, five-hour packages that include 30 minutes to an hour for a light lunch.

Sample packages might include:

       •   Manicure, pedicure, makeup, hair styling (half day)

       •   Salt glow rub, body sugaring, full body massage (half day)

       •   Hot stone therapy, stone manicure and pedicure (half day)

       •   Scotch hose hydrotherapy, full-body mask, Swedish massage (full day)

       •   Hydrotherapy tub, mud body wrap, full-body massage, herbal facial (full day)

       •   Sea salt exfoliation, Vichy shower, massage, spa lunch (full day)

       •   Anti-aging facial treatment, deep-tissue massage, scalp treatment, facial (full day)





[image: ]

Stat Fact

In 1987, there were 30 day spas in the United States, according to The Spa Expert at the Marshall Plan, a Venice, California–based communications firm specializing in spas and resorts. The International Spa Association reports that by 2012, the latest year for which figures are available, the number of spas had risen to nearly 20,000.






Spa packages often have colorful and evocative names that bring to mind relaxing vacation retreats. Examples include Tropical Indulgence (for a seaweed wrap and coconut facial) and Calming Waters Escape (for a variety of relaxing hydro services).

Beauty Business Basics




Before we start delving into the intricacies of the services you can expect to offer as a new hair salon/day spa owner, let’s take a global look at the business, from day-to-day operations to price-setting.

A Day in the Life

Even though no two days tend to be alike for salon owners because the needs of their clients (not to mention their employees) vary so widely, there are certain tasks you can expect to perform on a regular basis. To begin with, you’ll probably spend a lot of time on the telephone every day, helping to book appointments, ordering supplies, talking to salespeople, arranging for in-shop or offsite training, and so on. You’ll also have to make up work schedules (then juggle them to accommodate employees’ scheduled time off and personal needs), track receivables, monitor costs, dream up new advertising and marketing strategies, and possibly create daily or weekly specials that can be emailed or “tweeted” to your regular customers to lure them in for additional services. On the personnel side, you’ll hire new employees, visit beauty schools to troll for hot prospects, conduct performance reviews, mentor young stylists and/or aesthetics technicians with minimal experience, consult with stylists or colorists whose efforts go awry, squelch gossip, and mediate when tempers flare between staff members. And of course, if you’re also a licensed practicing cosmetologist, you’ll be styling hair, applying color, and rolling perms.

Sounds like a lot for one person to do, doesn’t it? Well, it is—and that’s why many salon owners (even those whose salons are small) hire a salon manager to take over some of the administrative duties. This is a particularly good idea if you intend to continue to work behind the chair, since cutting and styling alone can take up a lot of your time every day. And while it’s possible to slip in some administrative work while you’re waiting for someone’s perm to process or a late client to arrive, it can be difficult to switch gears and give administrative tasks, like balancing the books, the full concentration they need.
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Stat Fact

The nails portion of the personal appearance market grew four times more than the salon sector in a recent year, according to the 2013 Professional Salon Industry Haircare Study. On the hair side, color, smoothing services, and basic cutting/styling were major contributors to industry revenues.






You’ll find a detailed discussion about hiring and managing administrative and salon/spa employees in Chapter 9.

By now it should be obvious that attention to detail is one of the most important personal traits a salon owner must have. You can make it easier to keep track of all the details related to running your salon by using an app for iPhone, iPad, or Android devices; scheduling software; or even a low-tech Franklin Planner or page-a-day calendar. Obviously, you’ll also need scheduling software for the front desk of your salon.

Several different types of salon software are discussed in Chapter 7.





[image: ]

Beware!

Make sure you don’t undercharge for services, even if you have a low break-even point. You’ll be so booked up that you won’t be able to fit in new clients, and your business won’t be able to grow.






Minding the Store

Although you’re still in the early stages of planning your new salon/spa, it’s not too soon to start thinking about some of the specific operational issues that will impact and contribute to the success of your business. To begin with, you must consider your hours of operation carefully so you can accommodate the maximum number of clients during the business day. You undoubtedly already know that the beauty business isn’t a 9-to-5 kind of industry. With the exception of urban businesses, which close up when the office workers go home, salons generally are open seven days a week and on some of the traditional holidays, and their hours may be extended around prom time or during peak wedding season. Even day spas usually are open on Sundays since this often is the only time during the week that a busy professional or mom can get away for some personal pampering.





Time Management Skills that Pay Off

Being organized is an essential skill for any new business owner. But salon owners who manage their time in a way that enhances their money-making ability will find their business will grow and prosper faster. Here are some time management tips that can help.

       [image: ][image: ]  Focus with laser-like intensity on income-generating activities. As a new owner, you’ll be tempted to try to do it all yourself—from working behind the chair, to managing the books and overseeing your staff. But the unvarnished truth is: You can’t do it all. Instead, hire skilled staff (both business and salon professionals) to handle the day-to-day work, then delegate responsibilities so you can devote yourself to tasks that can help you grow the business and make more money.

       [image: ][image: ]  Set goals. Studies have shown that people who write down their goals are much more likely to reach them. So set both short- and long-term goals and refer to them often to gauge your progress.

       [image: ][image: ]  Prioritize. Some tasks are simply more important than others. Identify what absolutely must be handled first—especially if it has the potential to earn more money for your salon—and don’t spend time on less pressing or insignificant chores that can be deferred to a later time.

       [image: ][image: ]  Foil your phone. We know, your smartphone is your lifeline—but it’s also one of the biggest time-suckers around. Don’t be a slave to your phone by interrupting whatever you’re doing to review every text message or email the instant it comes in (unless, of course, you’re waiting for a response to a burning business question). Instead, park your phone in an inconspicuous place, then schedule time to review your messages—perhaps once every hour or so. You’ll get far more done when you have fewer technological distractions.






Typically, hair salons in metropolitan areas are open from 10 A.M. to 9 P.M. seven days a week and from 10 A.M. to 6 P.M. in smaller communities. By design, Sunday and holiday hours often are the same as those of local retailers like malls and department stores, and generally run from noon to 5 P.M. Lunch hours and early evening hours tend to be the busiest times for salons. You also may need to have special hours to accommodate special needs. For example, if you do a lot of wedding work, you’ll probably have to be open earlier on Saturday mornings, say at 7 A.M., for the brides who have to get to church for a 10 A.M. service.
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Bright Idea

To increase your visibility and build goodwill in the community, you can donate professional services (like a haircut and styling or a massage) or a basket of beauty products to key charitable organizations for fundraisers or raffles. Just don’t overextend yourself—make sure you can afford the gift in terms of time and cost.






The Price Is Right

Another important part of your salon development plan is the appropriate pricing of your services. Set prices too high, and you’ll limit the number of people who can afford them; set them too low, and you’ll limit your profit potential and possibly put the business at risk. Of course, the price the market will bear is very much dependent on the demographics of your service area. If you’re in an upscale area with larger homes occupied by people with more disposable income, you can price your services accordingly, and even offer high-end spa services. But if the surrounding community is peopled by young working families, you’ll have to forego the spa services (or offer no more than the bare minimum) and concentrate instead on basic haircutting, affordably priced color services, and manicures.

Setting prices requires more than visiting other salons in your target market, collecting service menus, and pricing your own services so they’re competitive. Rather, you must consider the three factors that will influence your prices: labor and supplies, overhead, and profit.

Labor costs for salons/spas include salary and benefits costs for both your stylist/spa staff and administrative people (including your manager, receptionist, and other support staff). Your own salary is included as a part of this cost. This cost is generally expressed as a price per hour and can vary depending on the amount of time it takes your employees to cut hair or perform other services.

According to the Bureau of Labor Statistics’ (BLS) most recent Occupational Outlook Handbook, half of all salaried hairdressers, hairstylists, and cosmetologists earn a median wage of $22,770 per year. Based on a 40-hour week, that works out to $10.95 per hour. On the other hand, U.S. New reports that the best paying salaries in the industry—in excess of $37,000—can be earned in Brockton, Massachusetts; Seattle, Washington; Fairbanks, Alaska; San Francisco, California; and Honolulu, Hawaii. That works out to $17.79 per hour. That’s quite a wide spread, so you will need to find out how much salons in your area are paying so you can come in at the appropriate rate. A website like salary.com can steer you in the right direction.

Here’s a way to figure out your costs. Using the lower $10.95 per hour rate mentioned above, assuming it takes a stylist 45 minutes to shampoo, cut, and style one customer, and assuming that materials constitute 6 percent of labor cost, your labor and materials cost would work out like this:

[image: ]

*According to the U.S. Department of Labor, benefits comprise 29.9 percent of total employee compensation. Salons typically pay 15 to 25 percent, so that figure is used here instead.

Next, you need to consider your overhead costs, which consist of all costs required to operate the business other than labor. This includes your mortgage or lease payment, utilities, and so on. Since you don’t have prior-year expense data to base this figure on, it’s reasonable to estimate that your overhead will be from 40 to 50 percent of your labor and materials cost. (This figure can be adjusted later as you accumulate financial data.)

So let’s say when you tally up all your labor and materials costs for the year, you arrive at a figure of $100,000. Your estimated overhead expenses (at 45 percent) would be $45,000. This would give you an overhead rate of 45 percent. Using that overhead rate, you can calculate your operating expenses as:
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The last part of the pricing equation is profit. Salon owners generally can expect to have a net profit of 11 to 15 percent (although you can certainly make this profit figure higher or lower as you see fit). To arrive at the net profit you want, you have to add a markup percentage factor so you’ll arrive at the approximate gross amount you’ll earn. Try using the markup table on pages 17 and 18 to make the task easier.





Markup Table
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Let’s assume you want to net a profit of 15 percent. To determine a basic haircut price, use this equation:

[image: ]

Obviously, many salons charge far more than this amount for a basic cut/style—usually more like $30 to $40—and in these cases, their costs are covered and their net profit is secure. In fact, Neil Ducoff, founder of Strategies Publishing Group in Centerbrook, Connecticut, says he knows one stylist who can do a $90 haircut in seven minutes—and does it well.

John Palmieri of Scizzors in Shrewsbury, Massachusetts, simplifies the process of setting prices to the extreme. He suggests figuring out how much the salon needs to make for the year and do the math to arrive there. For instance, let’s assume you want the salon to make $75,000 per year. Here are the calculations you’d use to figure out your prices:

                 $75,000/52 weeks = $1,442 per week

                 $1,442/100 hours the salon is open each week = $14.42/hour

                 Add a 10 percent profit margin ($1.42) = $15.84/hour

“And when any of your costs go up, you just adjust your hourly rate to cover them,” he adds.

Palmieri says this formula works for him because all services basically cost the same amount per hour. Also, having a set rate like this prevents problems, such as having specialists like colorists earning more, or worrying about the cost for products (which are worked into the formula at a rate of 7.5 percent anyway).

“It really makes everything easier,” he says. “Why drive yourself crazy?”

All the formulas described here for pricing haircuts can be used for pricing all other salon and spa services, as well

At Their Service

Next on your initial list of things to do should be to create a salon services menu. This should be handled as soon as you determine exactly which services you’ll offer and how you’ll price them, since your menu can be given out to potential clients or used as a direct-mail piece to generate pre-opening buzz about the business. Ultimately, you should display a quantity of these menus in a holder on your reception desk so they’re always nearby for customers who are interested in other services.

The salon services menu is usually formatted as a brochure. It should reflect the look you want for your salon, from high style to snazzy, funky to cool. Ideally, it should be printed in the same colors you choose for your salon décor, and on the best stock you can afford, like 75-pound enamel cover stock (a type of shiny card stock that can be printed in vibrant colors).

You also might consider having a graphic designer create a logo for your salon, which can be used on your menu, salon sign, promotional materials, business cards, and other printed pieces. It should have a distinctive look so it can stand alone without having the name of your salon with it. Examples of logos that do this successfully are Starbucks’ “green lady,” and Microsoft Windows’ flying window emblem, both of which effectively evoke their product brand when you see them.

The copy on the menu should be simple but descriptive enough so that clients know what each service entails. For instance, there’s no mystery when it comes to a description like “blowout and style” or “spa manicure.” But “dimensional special effects” might not be as obvious, and since some people are too embarrassed to admit they don’t understand, they’ll never be a consumer of that particular service since they don’t have a clue what it is. You’ll find a sample salon services menu on page 22.

If you’re opening a spa, you really have to be descriptive and creative when it comes to your services menu because so many of the services may not be familiar to the average salon customer. Even people who have been to a spa may be unfamiliar with a term like “parafango therapy” (a combination of paraffin and mud often used to decrease the appearance of cellulite) or a service like “salt glow exfoliation” (which uses mineral salts, often from the Dead Sea, to exfoliate and rejuvenate skin). In Chapter 8, you’ll find descriptions of spa treatments that will be helpful when you write your own spa menu copy.

If you’ve decided to offer spa services as a way to increase revenue and emulate the level of service offered at fine spa resorts, you should describe these services in detail on your spa menu. As a way to build excitement and interest, try trotting out all the adjectives your third grade English teacher told you to lock away for good. For instance, the following adjectives could be used to describe a facial: deep-cleansing, deluxe, purifying, rejuvenating, anti-aging, refining, and refreshing.

Even though you want your salon and/or spa menu to look classy, you don’t necessarily have to spend a fortune printing it. To save money on printing costs, have it designed as an 8½-by-11-inch document that can be folded into a two-panel brochure size (which fits a standard No. 10 envelope). Also, the more pieces you print, the lower the per-piece price will be. Just be sure you don’t print too many at a time since prices and services do change.

Swabbing the Decks

Another operational task that’s required to uphold the image of your salon is regular maintenance. It’s not enough to sweep up hair clippings after a cut or to wash and fold towels—you have to keep the salon looking and smelling fresh and clean so it’s inviting at all times, no matter how much traffic comes through the door or how bad the weather is. Some salon owners prefer to have a maintenance crew come in to handle everything except the basics like sweeping and folding towels. The cost can be high, at up to $200 per visit, but the benefits truly do outweigh the cost. Alternatively, you could hire a person whose job is to clean up, do laundry, and otherwise keep the salon tidy. Scizzors’ John Palmieri has a full-time maintenance employee on staff who arrives two hours before the salon opens to do the laundry, sweep, clean up the refreshment center, and fold towels, among other chores. “That way, we have a very clean salon, which is important. We’re all just too busy to clean up after ourselves,” Palmieri says.

The majority of owners interviewed for this book simply make daily maintenance, from vacuuming to taking out the trash and dusting counters, a responsibility of every person in the salon. “That’s the benefit of a team-based employment system,” says Daryl Jenkins vice president of operations for HairXtreme in Chester, Virginia, and a certified Strategies coach. “It doesn’t matter if you’re cutting hair or folding towels—everyone is expected to pitch in. The only other help we have is a floor guy who comes in every two weeks to do the floors and carpet at a cost of $55 per visit.”

To find a company that offers daily, weekly, or monthly maintenance contracts, check yellowpages.com under Janitorial Services.

Magic Money Makers

How would you like to help your salon make extra money each month with very little effort? Then plan to offer a carefully selected assortment of retail hair-care and spa products.

According to industry experts, retail products can make your profits grow significantly. Other than ordering the product, arranging it attractively on shelves in your reception area, rotating product, and controlling inventory, there’s not much more involved in product retailing. But you do have to educate your staff to sell the products they use on their clients, you have to make the products easily accessible in the salon, and you have to sell a wide enough assortment of products to appeal to most—if not all—customers.

Since your stylists and spa technicians are the best salespeople for retail products, you can pump up retail sales by offering them a performance bonus for selling a certain dollar amount of retail products each month or quarter. Or you could tie their annual merit raises to sales goals you set at the time of their annual performance evaluation.

To increase product visibility in the salon/spa, display hair-care products like shampoo, conditioner, mousse, gel, and wax, as well as implements like brushes, combs, and dryers, prominently in the reception area, preferably on the wall that faces the chairs where clients wait. Don’t pack the shelves too tightly, or it will discourage the casual looker from picking up products and reading their labels. Finally, make sure you offer a wide enough selection of products. This is especially important if you decide to specialize in just one product line, like Aveda or Bumble and bumble. Clients will expect to see every product necessary to tame their tresses and keep them looking salon-fresh.

Industry insiders say that retail sales should account for 25 percent of a salon’s overall profits. So you can see there’s a lot of money to be made if employees are trained correctly, and you have the right products on hand. Among the product lines the salon owners interviewed for this book feature in their salons are Aveda, Bumble and bumble, and Goldwell. See the Appendix for contact information for some of the industry’s leading professional salon product manufacturers.

The Gift of Beauty

One aspect of salon sales that can really generate some serious income is gift certificate sales. Many salons offer either plastic gift cards or low-tech paper gift certificates as a way to corral more cash during those all-important gift-giving seasons, like the December holiday period, Valentine’s Day, and Mother’s Day. Many of the owners interviewed for this book are making big bucks on gift certificate sales—$200,000 a year in the case of one salon/spa that has annual revenues of $3 million; $170,000 a year at another salon/spa that has annual sales of just under $1 million. On the other hand, another owner says gift certificate sales are minimal because the salon doesn’t have spa services. What appears to be more typical is a gift certificate sales rate of about 10 percent of overall sales.





Salon Services Menu
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The beauty of gift certificates is that they bring in a lot of cash for a very small investment. If you’re lucky, many of your gift certificates will be redeemed during the slower months that follow the holiday gift-giving season. If you’re even luckier, the women who receive gift certificates for Mother’s Day will come in during the slower summer months. But don’t leave anything to chance—be sure to budget the initial gift certificate purchase money wisely so you’ll easily be able to handle the increased operational costs that could result when they’re redeemed. And, of course, there’s always the chance that gift certificates can be lost or misplaced, but in these cases, you’re covered: You’ve made money without having to spend money on labor and materials.
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Smart Tip

To increase retail sales, try creating small hair-care product displays at each stylist station. Although these mini displays should focus mainly on the products each stylist uses at his/her station, you certainly can include other new or innovative products as part of the mix.






Daryl Jenkins of HairXtreme has some blunt advice for salon owners thinking of starting a gift card program. “Go with an electronic gift card system,” he says. “Handling paper is insane.” Besides being time-consuming to fill out, paper gift certificates are more complicated to track. It’s also easier to lose them—and for the consumer to duplicate them fraudulently. Encoded cards are pretty much error-free.

Finally, Gift Card USA (giftcardusa.com), a provider of plastic gift cards and loyalty programs, says customers spend 40 percent more with plastic gift cards than with paper, which is why virtually all large retailers use them. Research has shown that encoded gift cards also improve client loyalty and retention, and reduce fraud.

To implement a gift card program, you’ll need a processing terminal (good news: your credit card terminal probably can be programmed to do double duty) and a supply of plastic gift cards. Typical costs for a gift card program include programming and monthly transaction fees; the cost of supplies (including the cards and display materials); and a fee to buy or lease the equipment. You’ll find the names of a few gift card program vendors you can explore in the Appendix.


3

Casting Your (Hair)net

Market Research

The last time you were in the market for a new car, did you walk into the dealership nearest your house, point at the car parked inside the door, and pay the sticker price without a thought about your budget? Probably not. Instead, you likely checked out what other people were driving, carefully researched the vehicles you wanted on the internet or in showrooms, asked friends and business associates for recommendations, and then checked Consumer Reports or other sources before taking a test drive. Then you signed on the dotted line.
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Dollar Stretcher

The U.S. Census Bureau’s website (census.gov) has a wealth of demographic information available by state and county that can be useful when you’re doing your market research. Most of the information is available online at no charge, which is easy on the budget.






Although choosing a new hair salon isn’t as risky for consumers as making a new vehicle purchase, and hair care costs much less than automobiles, your prospects are likely to choose just as carefully. Their decision will be based on the salon’s reputation, recommendations from friends, location, and of course, price. And since you don’t have a reputation yet, it’s your job to get the word out about the great products and services you’re going to offer so customers will want to patronize your salon. Market research will help you do this efficiently and successfully.

Before plunging into the wonderful world of marketing, please note that market research is not the same as advertising (which is discussed in Chapter 11). Market research is the process you go through to identify the people you want to service, and the plan you’ll develop to entice them to visit your salon. And take heed, young Jedi: You must not bypass this step, or the Force will not be with you. All the clever and expensive advertising in the world won’t attract customers and increase your bottom line if you’re marketing to the wrong audience.

Market research does all the following things:

       •   It helps you identify exactly who might be interested in using your services.

       •   It helps you determine whether the geographical area in which you want to set up shop can actually sustain your new salon/spa.

       •   It provides you with useful information and data that can help you avoid big problems down the road that could negatively impact your business (i.e., problems that could put you out of business).

You might be thinking, “I went to cosmetology school to avoid taking a statistics class! Besides, there are heads everywhere, and many have bad haircuts. They’ll flock to my door.” You hope. The truth is, although the beauty industry is a nearly $76 billion business, according to a recent Professional Salon Industry Haircare Study, not every neighborhood nor every part of the country has the same need for salon services. Take, for instance, the two-block stretch in Baltimore where, in a recent year, ten hair-care salons were doing business, according to Vander Harris Jr., former president of the National Black Hair Association. That’s probably not an optimal place to start another new salon. Or consider parts of Florida where retirement homes dot the landscape like dandelions in spring. You probably wouldn’t want to establish a trendy, high-end salon that offers spiral perms and French manicures when the local populace is more interested in roller sets and basic permanent waves.

The best way to find out about these kinds of shortcomings—as well as the potential opportunities—is by doing some research on your target market. This is something you can do yourself without too much difficulty even if your schooling didn’t include a single course in statistics or research.

“With the exception of questionnaire development, which can be difficult for a beginner to do well, you can pretty much handle all the research by yourself on a reasonably small budget,” says David L. Williams, associate professor of marketing and supply chain management in the School of Business Administration at Wayne State University in Detroit. “The problem is, many small-business owners view market research as an optional expense. But it’s the only accurate way you have to find out what’s important to your customer.”

And since profits and a successful business are what’s important to you, let’s get started.

Finding Clients to Dye For




If you watch late night TV, you might have seen an obscure movie called Suppose They Gave a War and Nobody Came. So just imagine what it would be like if you opened a stylish, well-equipped salon and nobody came. It could happen if you don’t identify your target market before you open your front door.

Although the formula for defining your target audience may seem simple (People + Hair = Hair Salon Clients), the reality is that there’s a lot more to starting a hair salon than putting your entire life savings on the line and stocking up on shampoo. That’s why you need to start the market research process by carefully analyzing the demographics of the area where you plan to do business so you can tailor your services to a specific group within that market.

Demographics are defined as statistics about or characteristics of your target audience that make people likely to use your services. Among the characteristics important for salon owners are age, gender, education, occupation, income level, and geographic location. A savvy owner-to-be will consider ways to reach several of these demographic segments at the same time.
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Smart Tip

If you’re cyber-challenged, try contacting your state’s department of commerce or finance, or the local university, for census or demographic information that can help in your market research. Larger libraries also may have hard copies of Census Bureau materials.






Here’s an example: Let’s say your dream is to open a salon in the small university town where you grew up. You want to offer upscale, trendy hair and nail services in spacious, elegantly appointed surroundings. Part of the plan is to convert a section of the facility at a future date into a fashionable day spa that offers hydrotherapy and Scotch hose treatments, but in the meantime you’ll just turn that area into a charming French bistro and serve flavored coffee and healthy snacks. The only location you can afford that has enough room for all your planned services and future expansion is in a once-thriving strip mall on the outskirts of Universityville that’s bordered by a middle-class community of 1950s-era bungalow homes. Many of the families living there have young children and one wage earner.
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Stat Fact

According to the United States Census Bureau’s Economic Census, 30 percent of beauty salons are individual proprietorships, 11 percent are partnerships, and 59 percent are owned by corporations.






The question is, Can your salon survive there? Test your instincts by choosing an answer in this mini quiz:

       A.  Maybe not, because university students may not be able to afford upscale salon services.

       B.  No, because the single-earner families spend all their disposable income on Happy Meals and soccer camp.

       C.  Absolutely not, because the strip mall is in a lousy location.

       D.  All of the above.

The best answer is D. If you only had one of these pre-existing conditions to deal with, you might be able to make a go of it. But combine all of them, and they turn into a noxious brew simmering with potentially lethal consequences. But if you were to open that same salon in an upscale community near, say, an Ivy League university, your chances of success would rise a notch. If there’s a country club nearby, that’s a plus. If the median age of women in the community exceeds 30 and they’re white-collar professionals, so much the better. Add it all together, and you’ve improved your chances of success significantly. Then all you have to do is make sure your salon services are top-notch and the business generates positive buzz in the community (two things that are under your control).

Lorinda Warner and her partner (now retired) wisely considered demographics when they opened Lorinda’s Salon Spa Store in Mill Creek, Washington, in 1984. “We knew where we wanted to be based on growth in our area and a new high-end planned golf course community,” says Warner. “We backed up our decision with traffic counts and income information from the local chamber [of commerce]. We also had a cheap, anchored, and nicely-shaped strip mall location.”

The Tao of Economics




All this talk of demographics is fine and dandy, but the main thing that will influence business in your salon will be economics. After all, when the national economy is riding high, people are willing and able to spend money on more expensive salon services like texturizing, services that would otherwise easily be done at home like beard trimming, and luxury spa services like full-body massage and body wraps. But when the economy is slumping, those services may be considered a luxury rather than a necessity. As a result, customers may cut back on the frequency of their salon visits, or they may opt only for the basic services provided by one of the budget-conscious national hair care chains.

One way to avoid being caught up a creek without an applicator is to research your target market’s economic base carefully. If you’ve done your market research well so far, you already have some idea of the average income levels in your neighborhood. Now you need to look at data like the percentage of people who are employed full time and the types of jobs they hold. If the local market is driven by a lot of blue-collar, heavy industry jobs, a downturn in the economy could make cash tight and affect your ability to keep customers. So could a plant shutdown or a scaling back of local services. Luckily, when times are tough most people still do use salon services, even if it’s just for a basic cut, but they may go longer between appointments services. So make a phone call to your city’s economic development office now to get a handle on the health of local industry.

While you’re at it, ask about the area’s white-collar jobs and the types of companies that support them. Be wary if the local economy is heavily supported by just one industry, like high-tech or beet farming. Chances are, the economy of the entire area has the potential to go south in an economic downturn (or a drought), taking your prospective customers with it. If you decide that’s where you want to locate anyway, make sure you have a backup survival plan if the worst happens.

Judy Rice Mangum of Goldwaves Salon & Spa in Fort Worth, Texas, didn’t do any research when she started her salon in 1988, but when her daughter, Leslie Rice Winterrowd, came aboard as marketing director in 2000, all that changed. “I wrote a six-month plan back then that was a combination game plan, advertising plan, and promotion budget,” says Rice. “Now I review it every month so we always know where we’re going.”
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Dollar Stretcher

If you’d like to conduct a small study to gather preliminary market intelligence, try SurveyMonkey. A 10-question survey for 100 respondents that collects data via weblink, email, Facebook, or your own website is absolutely free. Get the full story at www.surveymonkey.com.






Debbie Elliott of Debbie Elliott Salon & Day Spa in Portland, Maine, didn’t have a marketing plan at startup either, but realizes she should have. “I didn’t know what a SWOT (strength, weakness, opportunity, and threat) analysis was. I just had more of a feeling about what would work, although that’s not very scientific,” Elliott admits. “But now I update my marketing plan every six to nine months and look at it frequently in between. A good marketing plan can help a salon that’s growing comfortably do even better.”

Angela Marke of Andrew Marké Salon in Macomb, Michigan, got her initial marketing research assistance from an unexpected source: the strip mall’s management office. The leasing agent sent demographics and other information that indicated that on a demographic scale of 1 to 10, her location was rated 10. Part of the reason is that the strip mall has a large grocery store as its anchor, which gives Marke a lot of walk-in traffic.

So the bottom line is that although it’s possible to launch a new salon without doing much (or any) market research and still make it work, your chances of success are greater if you take the time to develop a detailed marketing plan.

Conducting Market Research




There are two types of research. Primary research is information gathered firsthand from people in response to written or verbal questions, while secondary research is garnered by studying information gathered by other researchers. Both can yield useful information for formulating your marketing strategy.

Primary research comes in three flavors relevant to salon owners: historical, observational, and survey. With historical research, you rely on past data to make inferences about your market. An example of this would be checking business records to determine the failure rate for salons in your market. Observational research consists of observing your potential customers to determine their buying behaviors and other criteria. You could try sitting in the main courtyard of the mall outside a salon and observing how its customers use salon services and buy products. Or you can check the parking lot of a nearby salon at various times of the day to assess traffic flow. But strive to notice the little things as you watch, like a customer’s frustration at having to wait for the receptionist, or you’ll be just like Dr. Watson in the story A Scandal in Bohemia, about whom Sherlock Holmes remarked, “You see, but you do not observe.”

As a prospective salon owner, you may find that surveys are your best source of primary research information. The three most common types of surveys are direct mail, telemarketing, and personal interviews. Owners of startup businesses often find direct-mail surveys to be the most cost-effective and least time-consuming technique for gathering information. They’re also easy to produce and send out to the prospect list you identify.

To save money for other startup costs, like equipment and advertising, you should consider doing the survey yourself rather than hiring a marketing research firm. The survey should be no more than one page long since it’s difficult to get busy people to fill out anything lengthier. The questions should be well phrased so they’re short, direct, and clear. They also should be constructed so the information they gather is useful and conducive to analysis. For example, a question like “Would you be interested in services like facials?” isn’t very useful because it’s closed-ended, meaning it’s possible for the respondent to give a yes or no answer without elaborating. That’s not going to give you much insight, which is the whole point of this exercise. A better way to phrase the question might be, “How many times did you have a facial last year?”
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Smart Tip

Big companies make a huge investment in market research, which is why they have a distinct advantage over smaller companies that provide the same products or services. Market research allows you to identify trends and formulate better ways to reach particular market segments. So for marketing success, do as the big boys do and collect marketing information on a regular basis.






While you shouldn’t have too much trouble compiling the results of your survey and analyzing the data, you might find it helpful to have the questions written by someone experienced in market research. But because market research firms tend to be pricey, Williams at Wayne State University suggests contacting the business school at your local university instead. A marketing professor in the school of business administration might be willing to draft your questionnaire for $500 to $1,000, or may even assign your questionnaire as a class project free of charge, as Williams himself has done. In the meantime, you’ll find a sample cover letter and market research questionnaire on pages 32, 33, and 34 that you can use as a guideline.

Gathering Cutting-Edge Information

Once you have your survey in hand, you’re ready to mail it out to a random sampling of consumers in your area. The easiest way to do this is to purchase a mailing list that’s targeted to the market you’re interested in. Local homeowners’ associations, list brokers, and even daily newspapers in major metropolitan areas can sell you a list of heads of household that can be sorted in many ways, such as by ZIP code (which allows you to target a specific geographic area) or by profession. In addition, you can find a huge list of publications that sell their lists in the SRDS directory, published by Kantar Media SRDS, or the Encyclopedia of Associations (Gale CENGAGE Learning), both of which can be found in many large libraries. Some other criteria to explore that might be of value to a salon owner include gender (since women tend to use more personal care services than men), income (which helps to determine whether your market can support upscale services like massage and hydrotherapy), and age (professional women and baby boomer women are frequent salon service consumers). The average price to rent a “permission-based” consumer email list is $68 per 1,000 names, according to list manager Worldata, but regional lists often go for much less. If you don’t want to survey that many people, delete every nth label (as in 4th or 10th) from the master list until you get the number you want.





Sample Letter







[image: ]

8565 Park Avenue

Lincoln Park, Michigan 48146

(313) 555-1212

edmundstanley.com

info@edmundstanley.com

July 5, 20xx

Ms. Venisa Lalik

46 Spring Lake Road

Allen Park, Michigan 48101

Dear Ms. Lalik:

Please accept as our gift the enclosed $5 gift certificate toward any service valued at $75 or more at the new Edmund Stanley Salon & Spa, debuting in Lincoln Park on September 6.

A visit to Edmund Stanley will enhance your natural beauty and refresh your spirit. You’ll experience complete hair and beauty renewal services proffered by expert stylists and color specialists in a setting of luxury and elegance. Or you can luxuriate in the comfort of our Zen-like grotto while experienced aestheticians pamper you and enhance your inner beauty.

Edmund Stanley Salon and Spa is located in the King’s Pointe Plaza at 8565 Park Avenue in Lincoln Park. Please plan to join us there for a grand opening celebration on Saturday, September 8, from 10 A.M. to 2 P.M. Until then, please let us know how we can best serve your beauty and aesthetics needs by answering the following questions and returning your completed survey to us. A postage-paid envelope is enclosed for your convenience.

We look forward to serving you soon.

Very truly yours,

Edmund Stanley

Edmund Stanley

Master Stylist and Owner










Salon and Spa Guest Questionnaire







Edmund Stanley Salon & Spa Guest Questionnaire

  1.  Where do you presently have your hair cut and styled (salon name)?

[image: ]

  2.  How often do you use salon services?

       [image: ][image: ] Weekly [image: ][image: ] Monthly [image: ][image: ] Other (specify) __________

  3.  How much do you pay for cut/style services? __________________________

  4.  Have you ever visited a day spa before?

       [image: ][image: ] Never [image: ][image: ] 1–2 times [image: ][image: ] 3+ times

  5.  Which of the following spa treatments have you tried? (check all that apply)

       [image: ][image: ] Facial [image: ][image: ] Spa manicure/pedicure [image: ][image: ] Massage [image: ][image: ] Hydrotherapy [image: ][image: ] Body wraps [image: ][image: ] Aromatherapy [image: ][image: ] Exfoliation [image: ][image: ] Manual lymph drainage

  6.  Which spa services would you most wish to try? (check all that apply)

       [image: ][image: ] Facial [image: ][image: ] Spa manicure/pedicure [image: ][image: ] Massage [image: ][image: ] Hydrotherapy [image: ][image: ] Body wraps [image: ][image: ] Aromatherapy [image: ][image: ] Exfoliation [image: ][image: ] Manual lymph drainage

  7.  What is your age?

       [image: ][image: ] 18–29 [image: ][image: ] 30–45 [image: ][image: ] 46–60 [image: ][image: ] 61 and up

  8.  Which of the following are important to you when it comes to using salon/spa services? (check all that apply)

       [image: ][image: ] Price [image: ][image: ] Extended salon hours [image: ][image: ] Stylists’ training [image: ][image: ] Online booking capability [image: ][image: ] Wide selection of retail products

  9.  Are you satisfied with the services offered at your current salon?

       [image: ][image: ] Yes [image: ][image: ] No

       If not, why not? ____________________________________________________

10.  Would you be interested in receiving an e-newsletter, friending us on Facebook, or following us on Twitter, where we highlight salon and spa products and monthly specials?

       [image: ][image: ] Yes [image: ][image: ] No

       If yes, please provide your e-mail or Twitter address:

       [image: ]

11.  What is your household income?

       [image: ][image: ] $25,000 and under [image: ][image: ] $25,001–$ 40,000 [image: ][image: ] $40,001–$55,000 [image: ][image: ] $55,001–$70,000 [image: ][image: ] $70,001 and up

12.  What is your educational level?

       [image: ][image: ] High school diploma [image: ][image: ] College degree [image: ][image: ] Graduate school degree

13.  What is your profession? __________________________________________










[image: ]

Smart Tip

If you’d like to launch an email campaign but don’t have the time or marketing savvy, consider using a resource like Constant Contact. The company provides professionally-designed email templates for your message and will help you manage your contact list, track results, and post to social media sites. Sign up for a free one-month trial at www.ConstantContact.com.






Another good source of “hot lists,” or lists with names of proven buyers, is beauty industry shows. The organizations that run these trade shows usually compile the names of attendees for their exhibitors. You may be able to purchase a copy of the list directly from the trade show organizer. You’ll find a list of some of the largest salon industry shows in Chapter 10.

When you’re ready to produce your questionnaire, you can keep the cost down by using your home computer to create your own letterhead and format the questionnaire. Just be sure to use high-quality paper to reflect the image you want to project for your salon. Then stop by a quick print shop like FedEx Office and have it photocopied, or upload your document and let FedEx Office do the work for you.

Cashing In

You might be surprised to know that receiving just a 1 percent response to a direct-mail piece is enough to drive direct marketers into paroxysms of joy. But if that isn’t enough to make you do a little Snoopy dance, then consider enclosing a crisp, new dollar bill with your survey to increase the response. This is a trick direct marketers use to catch readers’ attention when they open the envelope, and is meant to be an advance token of thanks to the recipient for taking the time to fill out and return a questionnaire. Although some recipients will simply pocket the cash and gleefully use it as a down payment on a caramel macchiato on the way to work, direct marketing studies have shown that sending even such a small cash honorarium improves the rate of return for direct mail. So it might be worth a try.

But if you’re watching your budget, the cash incentive might not be a viable option since Williams says that a survey should be sent to a sampling of at least 300 people if it’s going to yield useful data. (After all, a 1 percent return on 300 surveys means only three were sent back.) You might find it’s more beneficial to use your marketing dollars elsewhere.

Phone-y Business

Another type of primary research that can be highly effective is telemarketing. Even though many people have placed their names on the National Do-Not-Call Registry so they’re not bothered by telemarketers, there are still plenty of people who would be willing to talk to you about their salon preferences if you call them at a reasonable hour and don’t take up too much of their time.

What makes telemarketing such a powerful tool is that you can hear feelings and emotions behind the words spoken by the person on the other end of the line. Also, you can ask the people you contact to elaborate on their answers, particularly if they raise concerns about issues you never considered before.

As with surveys, you’ll need a strong telemarketing script with short questions (like those on your market research questionnaire) and a good prospect list. Have a blank form ready when you call and fill in the answers as you talk so the information is readily available for interpretation later.

Adding a Personal Touch

Since hair care is a hands-on, face-to-face profession, you might want to consider conducting one-on-one interviews to glean pertinent marketing data. Market research firms abound that can help you draft your survey, conduct the research in a public place like a mall, and then compile the results and present their findings. (Such firms are located in most large cities and are listed online and in the Yellow Pages under Market Research and Analysis.)





[image: ]

Bright Idea

Think outside the (white) envelope when you design your direct-marketing piece and send it in a colored envelope instead. Since almost all business mail arrives in a standard (read: boring) white envelope, your piece will definitely stand out and hopefully pique the interest of the recipient.






As might be expected, the cost of such services can be steep—a smaller shop might charge as much as $4,000 to $8,000 to conduct 200 to 300 interviews, compile and analyze the results, and prepare a report, according to Williams. But if you’re fortunate enough to have a healthy startup budget, you may find the cost is justified when you consider how much you can learn from willing subjects. Giving respondents a cash incentive or a free gift is a common practice to make them willing to speak freely and honestly.

A Secondary Option

If your budget is really tight, you may want to consider using secondary research as the main gizmo in your market research toolbox. Secondary research isn’t as complex as primary research; all it requires is knowing where to look to find information that will help you make general marketing assumptions. The internet has made the process of locating useful secondary research a breeze while giving you access to information you might otherwise not have come across, but do assess how reputable a source is before you rely on it.

The world’s greatest repositories of statistical information can be found at state and federal agencies since they collect data on everything from educational levels to buying habits. This data isn’t always fresh (it’s often a year or two old since it takes those big lumbering government machines a while to chug along), but it still can be very useful. Some sources to investigate include the U.S. Census Bureau (census.gov), the SBA (sba.gov), and local economic development organizations In addition, your county, borough, or parish usually will allow you to view census tracts, which include information about population density and distribution. This can be useful to determine whether the local population is growing, static, or declining—an important consideration when you’re thinking about establishing a new business.





[image: ]

Beware!

When you purchase a mailing list for direct-mail use, you’re entitled to use it just once. Since each list is “seeded” with control names, the seller will know if you use it more than once. If you think you’ll want to use the list again, you might be able to negotiate a multiple-use discount rate.






Other sources of useful secondary research include your local library, chamber of commerce, trade publications (like Modern Salon), and industry associations. (You can find the names of thousands of trade publications in the SRDS directory mentioned earlier.) Also, don’t overlook yellowpages.com and the Yellow Pages as good sources of information. The Beauty listings are useful for determining how many salons are operating in your area (since they’re all likely to have at least a one-line listing online or in print) and where they’re located.

Charting Your Course




Understanding your market and the people you’ll serve is critical to the success of your business. But understanding yourself and defining who and what you are, as well as exactly what you plan to accomplish as a salon owner, are equally important. So follow the lead of America’s most successful corporations, and write a simple mission statement that includes your company’s goals and outlines how you’ll fulfill them.

A simple mission statement for a hair salon might say, “The Salon at Twelve Oaks will cater to the beauty needs of busy professionals by providing complete hair and nail services in an atmosphere of luxury and serenity. Our goal is to have an active client base of 500 people in the first six months.”

Here’s another possible approach: “Edmund Stanley Salon & Spa is a full-service facility that offers more services than the three closest competitors combined. Luxury services and amenities, as well as highly trained and experienced stylists and aestheticians, are the hallmarks that will distinguish this business and result in first-year sales of $100,000.”

And here are some actual mission statements used either now or in the past by the salon and spa owners interviewed for this book:





Mission Statement Worksheet







Here’s your opportunity to try writing your own mission statement. Begin by answering the following questions:

1.  Why do you want to start a salon and/or day spa?

[image: ]

2.  What are your personal objectives? How do you intend to achieve them?

[image: ]

3.  What useful and beneficial skills do you bring to the business?

[image: ]

4.  What is your vision for this business? Where do you think you can take it in one, two, and five years?

[image: ]

Using this information, write your mission statement here:

Mission Statement For

(your salon name)

[image: ]






“Relax, refresh, renew.”

—Hair One Inc., Medford, New Jersey

“To have a clean, upbeat, fun, fashion-forward salon with a high client retention rate and career opportunities for those who work here.”

—Scizzors, Shrewsbury, Massachusetts

“Our mission is to provide impeccable world-class services and skills in a place where clients can feel safe and secure, and think only of themselves while they’re here.”

—HairXtreme, Chester, Virginia

“Beauty is as much a function of inner tranquility and self-confidence as it is the presentation of one’s positive attributes. It is the dedication to the client’s physical and emotional well-being that always will be the paramount focus of my professional aspirations.”

—Debbie Elliott Salon & Day Spa, Portland, Maine

As you can see, mission statements vary in length. The length doesn’t matter; the direction the mission statement provides is what’s important. Use the “Mission Statement Worksheet” on page 38 to draft your company’s first mission statement.


4

Splitting Legal Hairs

Now that you have a good idea whom you’ll market your services to, your next step is to create a formal legal framework for your new salon. You should make decisions about your legal form of operation early because the type of organization you create can impact everything from profits to liability, all of which have implications for the viability of your business and its chances of survival.

In general, small businesses like yours usually operate under one of four basic legal forms: sole proprietorship, partnership, corporation, or limited liability company (LLC). Each has its advantages and disadvantages, so a careful study of each type is recommended.

Sole Proprietorship




This is the easiest type of business to form. Under a sole proprietorship, you are the only owner. To open the business, all you have to do is choose a name for your salon, file some paperwork to establish a fictitious name (called a dba, which will be discussed later), obtain a business license, and open a business checking account in the business’s new name. You don’t need to establish credit in your business’s name; rather, you can use your personal credit cards to pay for business expenditures. You’ll get tax benefits like business expense deductions, but you don’t have to file a separate business tax return. Your income and expenses are simply reported on Schedule C or C-EZ of your personal IRS Form 1040 tax return, and your profits are taxed as ordinary income.

But while there are many benefits to a sole proprietorship, there’s a major disadvantage: personal liability. You would be held personally liable for any losses, bankruptcy claims, or legal actions such as malpractice suits that are entered against your business. That can wipe out both your personal and business assets if a catastrophe hits, and given today’s litigious society, that’s a risk many new salon owners prefer not to take.

The other disadvantage of a sole proprietorship is that it can be difficult to obtain financing from commercial lenders. As a result, you may end up having to risk personal assets anyway to raise enough capital to launch your salon.

Generally speaking, facility-based salons aren’t organized as sole proprietorships; they’re more likely to be corporations (discussed below). But if you plan to run your salon out of your home, a sole proprietorship is a viable option.

Partnership




If you’re planning to join forces with another person or persons to open your salon, you might consider forming a partnership. There are two kinds of partnerships: general partnerships, in which each of the partners participates in the daily running of the business; and limited partnerships, in which one or more general partners run the business while the limited partner(s) supplies working capital but doesn’t actively participate in the management of the business.

The advantages of forming a partnership are similar to those of a sole proprietorship. It’s easy to set up—all you need is a verbal or written agreement between the partners. (You’ll learn later why a written agreement is recommended.) Business profits are divided according to each partner’s share of the proceeds and are taxed as personal income. You do have to file a few extra federal forms, which are discussed in IRS Publication 541, Partnerships. You can download a copy from www.irs.gov.





[image: ]

Smart Tip

If you operate your business under your own name, you can use your social security number when filing your business taxes. But if you adopt another name, or form a partnership or a corporation, you need a Federal Employer Identification Number (EIN). To apply for one, go to irs.gov and search for “EIN.” There’s no cost to apply, so you don’t need to use one of the numerous companies on the internet that charge $49 or more to file for you.






Like sole proprietorships, the downside of partnerships is related to liability. Each partner is liable for the other’s actions (including facing angry creditors when one of the partners skips town after draining the company bank account), and each partner assumes unlimited liability in the event the business is sued, which again puts both personal and business assets at risk.

If you’re interested in setting up a partnership, approach the situation like a formal business transaction even if you’ve known your partner for years or are related to him/her. It’s highly advisable to contact an attorney to draw up an agreement that spells out all the partnership terms, including responsibilities, rights, percentage of business ownership, and so on. That way, if one of you decides to leave the business or you have to dissolve the partnership for any reason (divorce, bankruptcy, relocation, etc.), everything will be clearly defined, and your interests will be protected.

Corporation




The third type of business arrangement is the corporation. It’s established as a legal entity totally separate from the business owner and is responsible for its own debts and actions. Keep in mind, however, that it’s possible that your creditors or bank will require you to put up personal assets (a car, investments, or even your home) as collateral, so corporations are not necessarily risk-free.

There are two types of corporations. C corporations are the most common form of ownership and offer advantages like limited liability protection, tax benefits for health and life insurance deductions, and ownership transferability. Their main disadvantage is that profits are taxed twice—first at the corporate tax rate, then again at the personal tax rate (since the owner and all employees are considered employees of the corporation).





[image: ]

Stat Fact

Depending which state you do business in, you must be either 18 or 21 to incorporate a business.






S corporations are similar to C corporations but have the tax advantages of partnerships in that the corporation doesn’t pay income taxes on profits. Instead, the individual owners pay personal taxes on profits, which reduces the overall tax bite. Obviously, this arrangement sounds a lot better, but along with the tax advantages come a lot of special restrictions and fewer tax deductions. Consult an attorney to help you sort out the pros and cons of each type of corporation.

Typically, salon owners choose to incorporate rather than choose one of the other legal forms for their businesses. Establishing a corporation requires filing articles of incorporation, electing officers, and holding an annual meeting. (No need to rent a room at the Hyatt Regency for this purpose—an informal meeting with a written agenda held in the salon will suffice.) The whole process isn’t complicated, and you can even incorporate without using an attorney. For instance, LegalZoom.com offers an “Economy” incorporation package for $99 that includes clearing the preliminary corporation name, filing articles of incorporation, creating custom corporate bylaws, and more. Having an attorney handle the process may cost $500 to $700 or more, which in addition to the professional’s time covers fees to file the articles of incorporation with the secretary of state (usually $100 to $250), other state filing fees (usually $50 to $200), and more. .(The state filing fee is extra.) Incorporation papers are easy to fill out if you want to try to go it alone. However, if your business situation is complex, you probably should consult a corporate attorney. For additional tips and insight into the incorporation process, visit Entrepreneur’s website at www.entrepreneur.com.

Being incorporated has financial implications. First, you’ll have to file a business tax return and pay corporate taxes on gross earnings. In addition, you’ll still have to file a personal tax return because you’re considered an employee of the corporation, even if you’re the major or sole stockholder and your salary is taxable. But the good news is that you’ll find it easier to obtain financing to buy a building, equip the salon and/or spa, and purchase retail products from beauty suppliers when buying on credit.

Limited Liability Company




The fourth type of business entity is the limited liability company, or LLC. This type of business format combines the tax structure of a partnership yet protects the business owner from personal liability the way a corporation does. It’s often compared to the S corporation because of its tax advantages. Your attorney can help you determine whether an LLC is the right legal form for your salon. In fact, it’s probably a good idea to consult with an attorney experienced in handling small-business issues right from the start to help figure out which legal form to implement.

“There are advantages to each kind of entity, and an attorney can help you decide which one is best for your situation,” says Daniel H. Minkus, managing partner of Clark Hill PLC’s Birmingham, Michigan, office. “If you don’t know the people you are doing business with, I’d encourage you to form a corporation. They’re simple to create, and they’re invaluable because your clients are dealing with your enterprise and not you personally.”

You’ll find information on how to hire an attorney in Chapter 5. And by the way, every salon entrepreneur interviewed for this book chose to incorporate as either a C or an S corporation. The overwhelming reason was that incorporation was the best way to limit their liability.

The Name Game




If you’ve already thought long and hard about starting your own salon, chances are you’ve given some thought to choosing a name for it. It’s common in the salon industry for owners to select simple, businesslike names that consist of their own names combined with a business description, such as Neelie Lindsay Hair & Nails, or Brendan Alexander Salon. Prefer something more casual? Use just your first name, as in Brittany’s Hair Haven.

“My partner [Andrew Bernard] and I ended up combining our names [to come up with Andrew Marké] because the name we wanted had already been taken,” says Angela Marke, co-owner of the Macomb Township, Michigan, salon. “The names sounded good together.”

Sasha Rash of La Jolie inherited her salon’s name, which she promptly pruned to make it sound more contemporary. “La Jolie Coiffeur” had been in Princeton, New Jersey, for 50 years and was popular with the blue-hair roller set when I took it over in 1986,” Rash says. “The salon has turned into a wonderful building of fashion, and I dropped the ‘coiffeur’ because no one could pronounce it and it sounded dated.”





[image: ]

Dollar Stretcher

It’s easy to do your own no-cost name search using the internet. Start by checking the trademarks registered nationally on the U.S. Patent and Trademark Office website (uspto.gov). You can also search for the name using popular portals like Google, Bing, and Dogpile.










What’s in a Name

If you search yellowpages.com, you’ll notice that the names of many of the salons listed under the Beauty heading consist of a person’s name with a description of the business (as in Millar Salon Spa Store). But there’s no reason why you can’t have a clever name like Scizzors (which has worked well for John Palmieri in Shrewsbury, Massachusetts) or Razor’s Edge.

“Over the years, I’ve noticed that the most successful salons have men’s names,” says Debbie Elliott of Debbie Elliott Salon & Day Spa in Portland, Maine, who chose to use her maiden name as part of her business name despite her observation about the success of salons named after men. “Women’s names are often too cute. You want something simple and direct.”

Other elements you can incorporate into your salon name include geographical references (Bay Area Snip and Clip) or references to unique local landmarks (Arch House of Beauty would work for a shop in St. Louis, but Death Valley Hair Factory is probably best avoided in California). You also could brainstorm to come up with words related to beauty, hair, and spa, and then see how you can combine them into an evocative name.






Because the hair industry is so creative, fun shop names also abound. John Palmieri, for instance, named his Shrewsbury, Massachusetts, shop Scizzors to emulate the way the word would sound if pronounced phonetically. “And, hey, it was the ’80s,” he says.

Avoid names that are too cute or could seem outdated as styles change. That means staying away from names that are over the top, like Wild About Hair-y or Nine Inch Nails & Hair. Names like these don’t sound professional and won’t inspire customer confidence.

Daryl Jenkins, HairXtreme’s vice president of operations and a certified Strategies coach, regrets choosing that name for his wife’s salon for a number of reasons. “The name sounds like we’re into piercing, tattoos, Mohawks, and whacked-out hair,” he admits. “We’ll do that if you want it, but it’s not our niche—we’re really more into family hair care. But HairXtreme happened because I tend to be off the wall. For instance, I once wore a goatee with flames in it.”

Another thing to consider: selecting a name that starts with a letter that falls at or near the beginning of the alphabet (like A-1 Hair Salon) will put your shop name and phone number near the top of the salon listings online or in the phone book. This can be helpful for attracting prospective clients who don’t have a regular stylist and don’t have the inclination to do more than just pick the first salon they see in the telephone directory.

Speaking of the Yellow Pages, when you’re considering a salon name, search online at yellowpages.com or open your local directory to the beauty listings to see what other salons in your area are called. If you’re in a quiet, upscale neighborhood where the trend is to use the owner’s name in the business name, you might want to do the same thing to fit in. On the other hand, you may find that a creative name that bucks the trend could attract more attention.

Once you’ve picked a suitable name, it’s time to move on to the next step: establishing your business identity.

Claiming Your Name




Before you start printing business cards and having a sign made proclaiming your new business name for all to see, there’s an important piece of legal business you have to handle. You must register your company name officially to ensure its uniqueness. That’s because even if you use your own name in the company name, what you’re doing is establishing a fictitious identity, and only one business at a time can have that name. Registration of the new company name is usually done at the county, borough, or parish level by filing a “doing business as” (dba) statement. Generally, it costs $30 to $60 to file a dba, which entitles you to use the name for a limited period of time, usually three years. When the time expires, you simply renew the dba by paying a fee again.

Before you get permission to operate under your dba, however, a search will be done by the government entity that accepts your application to make sure the name isn’t already in use. Name duplication isn’t as uncommon as you might think. Just consider how today’s common names—Olivia, Sophia, Noah, Jacob, etc.—will become the common salon names of tomorrow. If you happen to choose a name that’s already being used, you’ll have to pick something else, so it’s a good idea to have a couple of names on the back burner.

There are many companies on the internet that would be happy to handle the dba search and filing process for you. However, their fees are exorbitant considering it’s a task you can undertake yourself. Take the dba filing for Carson City, Nevada, for example. One company we know of charges $99 for a dba. But if you go to the Douglas County (Nevada) website, you’ll simply download a “Fictitious Firm Name” form and send it in with $20 to obtain your dba, and you’ll save $79.

As part of the registration process, you also may have to publish the name in a local newspaper. This varies by state, so ask when you file for your dba. Again, there are internet-based companies that can do this for you for a fee, but it’s probably still less expensive to handle this task on your own.

Home-y Pursuits




For the sake of this book, it’s assumed you’ll be opening your professional salon in a commercial space. But in case you’re a prospective salon owner who prefers to start the business in the comfort of your own home (in a legal, taxpaying manner, of course), be aware that there could be local restrictions on such activities. Specifically, your community may have a zoning ordinance that prohibits businesses from operating in residential areas. The idea, of course, is to protect homeowners from excessive traffic and noise, both of which are a distinct possibility when you have salon clients coming and going. It’s also highly unlikely that you’ll be able to erect a sign on your front lawn.

But if you’re really intent on starting a homebased salon, be sure to check with your local government office to see if any special permits are required. It’s better to find out upfront, before you go to the expense of installing salon equipment in your basement or den-turned-salon and obtaining a business telephone line, than to find out later that homebased businesses are prohibited in your area.
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Beware!

Zoning regulations are established at the local level—specifically, the county, borough, parish, city, township, or village level—rather than by the state. A homebased business that’s perfectly legal in one city could be verboten in another. The only way to find out is by calling the zoning board in your community.






It’s also likely that you’ll need a business license to operate a homebased salon, just as a brick-and-mortar salon does. Such a license is usually available for a nominal fee and is renewable annually. If, by chance, you’re turned down for a license because of zoning restrictions, you can apply for (and possibly receive) a variance from the municipal planning commission so you can get your business license. But you’d better go to the commission’s meeting prepared to prove that your business won’t disrupt the neighborhood. Having an extra-long driveway where clients can park, or providing a written agreement with a nearby commercial business to use some of its parking spaces, would help persuade the powers that be.

The Business (Plan) of Beauty




Now that you’ve established your corporate identity, it’s time to prepare what undoubtedly will be your salon’s most important document: your business plan.

A business plan is like a road map. It outlines your plans, goals, and strategies for making your business successful. It keeps you on track by helping you manage your salon in the most professional way possible. When done correctly, it also helps to identify your business’s strengths and weaknesses. As a result, it must be complete, well-written, and painfully honest. It also must be fluid and adaptable. Just as hairstyles and the economy change, so must your business plan be adaptable so it can change to meet current challenges and opportunities in your market.

There’s another good reason to have a carefully developed business plan: You’ll need it when you apply for financing or credit at your bank or other financial institution. Most lenders won’t even consider a credit application from a business that doesn’t have a comprehensive business plan. Your business plan will demonstrate to lenders that you’re serious about your new salon and have a viable plan to make it successful. Think about it now so you can start brainstorming ideas that can help you develop and grow your new salon.

There are seven major components every business plan should have. Here’s how these components apply to a hair salon:

       1.  Executive summary. As the name implies, this section summarizes your entire business plan. It should include a description of the nature of your business, the scope of the services you offer (including brief details about the hair and spa services you’ll offer, the retail products you’ll sell, and so on), the legal form of operation you’ve selected, and your goals. If you’ll be using your business plan to seek financing for your salon, you should include details about those plans, too.

       2.  Business description. In this section, you present background information about both the beauty industry and your target market. Chapter 1 of this book has general statistics about the beauty and salon industry that may be helpful (although you may need to obtain more updated stats), and the internet is an invaluable source of industry information. The SBA’s website (sba.gov) is an excellent place to look for information that can prove helpful in establishing the viability of your business.





[image: ]

Stat Fact

Experts say that a thoroughly researched business plan will be about 25 pages long and can take 300 hours to prepare (which includes doing the research, compiling financial information, conducting surveys, and writing). But the effort is worth it because a well-prepared business plan will keep you on the right course and help you find the financing you may need.






       3.  Market strategies. Here’s where all that market research data you looked up after reading Chapter 3 will come in handy. In this section, your mission is to analyze exactly what you’ll do to reach prospective clients and how you’ll do it. Focus, too, on anything that makes your company unique, from your personal experience as a hairstylist or salon manager to the educational level of your stylists or your aesthetician. This is the place to include your marketing plan, which is your road map for marketing your business to attract customers. The components of a marketing plan and effective advertising strategies are discussed in Chapter 11.
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Smart Tip

The SBA offers various small-business management tools and publications that can guide you through the development of your business plan, all at no cost. For example, go to www.sba.gov and search for “Create your business plan.” You’ll find step-by-step instructiuons to get you on the way to business success.






       4.  Competitive analysis. As mentioned earlier, you need to know how many salons are already in business in your target market area. You can use this information to good advantage in this section. You also should consider other potential competitors, such as department stores or hotels that offer hair, nail, and makeup services. Analyze competitors’ strengths and weaknesses, and then contrast them against what you perceive to be your own. Also, don’t forget to consider any aspects that make your salon unique and special, like the in-house use of a premium hair-care product line, such as Aveda, or extensive training for colorists.

       5.  Design and development plan. In this section, you’ll consider how you’ll develop market opportunities to help your salon prosper and grow. One way to do this is to create a timetable of objectives to which you can refer to benchmark your successes, like setting a goal for growing your client base by a certain percentage or improving your retention rate over a certain time period.

       6.  Operations and management plan. This is where you discuss the day-to-day operations of your salon and/or spa. You can use the information in Chapter 2 of this book as a guide for writing this section. Once your plan is completed, you’ll want to be sure to update this section periodically to reflect the new or expanded services you offer.

       7.  Financial factors. Whether you’re planning a four-chair shop or a big-city mega salon, you need to forecast the success of your business. The idea is to keep your business on track, provide a benchmark against which to compare your success, and avoid unpleasant surprises. The single most important document in this section will be your balance sheet, which provides an ongoing tally of how well the salon is doing and whether (oh, happy day!) you can make investments in equipment and personnel, or maybe you have to curtail spending to make payroll and meet other expenses.

If you’re like Patricia Millar of Millar Salon Spa Store in Clinton, New Jersey, who considers herself an artist rather than a businessperson, the prospect of writing a business plan may seem daunting. But navigating the waters of a new salon startup without a clear-cut plan is like sailing to Greenland without a compass. Without a plan, you won’t have any idea whom you’re selling your services to (baby boomers? twenty-somethings? professional women?) or what they’re interested in. (For example, what a college student wants will differ dramatically from the requests of the country club set.) So take the time to formalize your business plan now, and then refer to it periodically for both inspiration and direction. For a little guidance, use the “Startup Checklist” below to make sure you’ve got everything under control before launching your new salon.





Startup Checklist







Use the following checklist to make sure you haven’t forgotten anything when you’re in the throes of the early stages of business planning.

    [image: ][image: ]  Select a business name and apply for a dba.

    [image: ][image: ]  Investigate legal business forms or consult an attorney for advice.

    [image: ][image: ]  Apply for an employer identification number if you’re forming a corporation or a partnership.

    [image: ][image: ]  Check local zoning regulations if you’re planning to be homebased.

    [image: ][image: ]  Apply for a business license.

    [image: ][image: ]  Write a business plan.

    [image: ][image: ]  Write a marketing plan.

    [image: ][image: ]  Consult an accountant regarding financial and tax requirements related to establishing and operating a business.







5

Leaving the Station

Assembling a Team of Business Professionals

Now that you know the basics of establishing a legal form of operation for your business and the licenses and permits you may need to run it, it’s time to think about hiring the professionals who will make your business run smoothly.

“Now wait a minute,” you might be thinking. “I do my own taxes. I know my way around a balance sheet. I’m in charge here, and I’ll run the whole show myself, thank you very much.”

And you’re right. But while you’re captain of the team that guides your business, you’re also still a rookie at this business startup stuff, so you need experienced players who can take you into the end zone, where success and profits await you. Among these players will be an attorney, an accountant, an insurance agent, and a computer expert. (You’ll also need a small-business-friendly banker on your team. Banking professionals are discussed in Chapter 14.)

A professional team of business experts will help you make the right decisions from the start. They’ll help you avoid common startup pitfalls, including costly legal and tax blunders. In short, they’ll supply you with the kind of management expertise that will help make your business more stable and solid, which is a real plus when it comes to impressing creditors, bankers, and investors (if you one day choose to go that route).

There’s another good reason to put some of the more mundane aspects of running the business into the hands of those who know them best. Your time will be better spent on the activities you do best and went into business in the first place to do, like managing the salon and providing salon services. The other services can and should be handled by people who do them for a living. So while it may be hard to let go of those precious startup dollars to engage the services of experienced professionals, do it anyway. It will be one of the smartest moves you’ll make in the early stages of setting up your business.

Legal Briefing




Abraham Lincoln reportedly said, “Any lawyer who represents himself has a fool for a client.” That goes double for the salon owner who tries to take on the intricacies of the law without an experienced lawyer.

In today’s legalistic society, you need a competent attorney who can negotiate leases, read contracts, and represent you if (horrors!) someone decides to sue because of mental anguish over a bad perm (“I did not request the Don King special!”) or after a slip-and-fall accident in an ice-covered parking lot that hadn’t yet been salted. It’s important to establish a relationship with an attorney now, long before you ever need his or her services, so one day you won’t find yourself desperately scrolling through the yellowpages.com listings in search of anyone with a law degree because a guy with a subpoena is peering through the front window at you.

But while being sued (or being threatened with a lawsuit) is an unfortunate possibility, it’s more likely you’ll need an attorney for more mundane reasons, including:

       •   You want to form a corporation or a partnership.

       •   You need assistance deciphering the language in a contract.

       •   You’re signing a contract for a lot of money or one that will cover a long period of time (like a long-term lease on a new salon site).

       •   You need help with tax planning, loan negotiations, employee contracts, and so on.

A lot of people get nervous about engaging the services of an attorney because of the cost involved. But just as attorneys come in all sizes, shapes, and colors, so do their fees, and it really is possible to find one whose fee schedule fits into your budget. To keep costs down, consider hiring someone in a small local firm, like a one- or two-person practice. Lawyers in smaller practices can spend more time with you than big-city lawyers, who may assign your work to a junior (read: less experienced) attorney. Smaller firms also tend to charge less. Attorneys’ hourly rates typically run from $100 to $450, with the higher rates being charged by senior partners and/or those who work at larger firms. Geographic location, the experience of the attorney, and his or her area of expertise also can influence the rate.





Attorney Search

Although it’s not necessary to become BFFs with the attorney who handles your legal work, it’s important to find someone who meets your personal needs and expectations and whose strong communication skills make him or her easy to talk to. Here are some general questions you can ask when you interview prospective legal eagles to determine whether she or he has the right stuff to serve your salon:

       [image: ][image: ]  How long have you been practicing?

       [image: ][image: ]  What’s your background and experience?

       [image: ][image: ]  What’s your specialty?

       [image: ][image: ]  Do you have other salon owners as clients?

       [image: ][image: ]  Will you do most of the work, or will a paralegal or other aide handle the bulk of the work?

       [image: ][image: ]  Is there a charge for an initial consultation?

       [image: ][image: ]  What do you charge for routine legal work?

       [image: ][image: ]  Do you work on a contingency basis?

       [image: ][image: ]  How can I reach you in an emergency?




 



Some attorneys charge an initial consultation fee, which you should always ask about when you call to set up your first appointment so you’ll avoid a nasty surprise later. In addition, you may have to pay your attorney an upfront retainer, which she or he will draw against as work is completed. Others work on a contingency basis, which means they’ll take a percentage of any lawsuit settlement that’s reached. Still others charge a flat fee for routine work, such as writing letters or setting up a corporation. At this stage of your business startup, the flat-fee arrangement probably would be most advantageous to you and as well as kinder to your budget.





[image: ]

Dollar Stretcher

You might be able to save money on attorney’s fees by purchasing a prepaid legal plan. After paying a small annual fee, you get services such as telephone consultations, letter writing, and contract review by a qualified attorney. The plans also may provide legal representation at a reduced cost. You can find legal networks in the phone directory or at www.yellowpages.com under Legal Service Plans.






In addition, many attorneys offer startup packages that can be more affordable for the small-business owner. While you often can tailor such packages to meet your needs, they typically include an initial consultation, as well as all activities related to the incorporation or LLC process, including the filing of paperwork with your state and other corporate formalities. You can expect to pay approximately $900 if you’re establishing a corporation, although LegalZoom.com starts at $99, plus a state filing fee. A payment plan may be available to help you handle the cost of a traditional filing.

Another way to keep your legal costs reasonable is simply by being organized. “Do your own legwork to gather the information you need beforehand, and then limit the number of office visits you make,” says Daniel Minkus, managing partner of Clark Hill PLC’s Birmingham, Michigan, office. “You also should limit the phone calls to your attorney because you’ll be charged for those, too.”

Save yourself even more money by going online or stopping by your local library to learn a little about business law before you meet with your attorney. Your intent isn’t to learn how to practice law; rather, you need to know enough about the concepts of business law so you don’t waste your hard-earned startup dollars learning the basics from your accommodating attorney whose meter starts running the moment you sit down in his or her office.

A final word about fees: While it’s true that cost is a limiting factor when you’re starting your business, don’t select an attorney just because she or he comes cheap. A shiny new attorney right out of law school may be eager, bright, and affordable, but also will be inexperienced. You need someone who’s been around the block—or the courtroom, as the case may be—to keep your legal briefs from getting in a twist.

As with any other professional you’ll be hiring—from your shop’s interior decorator to the draftsperson or architect who will design the salon layout—you need to do your homework to find the right attorney. Probably the best way to find a legal expert is through personal recommendations from other small-business owners, or organizations like the chamber of commerce or your local economic development group. Another easy way to find a lawyer is through attorney referral services, which are located in many counties throughout the United States. You also could visit the American Bar Association website at FindLegalHelp.org for leads to legal resources, or check out the Martindale-Hubbell Law Directory at martindale.com for referrals.

Once you’re ready to hire an attorney, treat the whole process the same way you’d handle an employment interview. Ask the candidate about his or her education and experience. Inquire about how much experience he or she has dealing with small businesses, and ask for specifics about the work the attorney handles for these clients. (Remember: An attorney won’t divulge clients’ names or proprietary information, but should be willing to speak in general terms about work done for others.) Ask for the names of references you can contact (and check them later).

Once you’ve come to terms with an attorney for services, ask for an engagement letter that puts your agreement—including all fees—in writing.

Incidentally, finding an attorney who has represented other hair salon owners is a plus but not a necessity. However, finding an attorney who’s genuinely interested in your business and is pleasant to deal with is definitely a requirement.

Money Mavens




While many people are reluctant to shell out their hard-earned dollars on attorney services, they’re usually a lot more open to the idea of hiring an accountant. When it comes to financial savvy, most people either have it or they don’t. Yet you have to know how your business is doing every step of the way, which makes an experienced accountant an indispensable member of your salon management team.





[image: ]

Smart Tip

You can save money on the cost of tax preparation by using an enrolled agent instead of an accountant since they’re fully qualified to represent you before the IRS in an audit. Enrolled agents can be found in the Yellow Pages or at www.yellowpages.com under Accountants or through the directory found on the National Association of Enrolled Agents’ website at www.naea.org.






Accountants work like independent contractors—you pay them for exactly the amount of time they actually work and for the services they provide. They’ll help you with important tasks like creating profit and loss statements, making financial projections and forecasting cash flow, analyzing whether an expansion or a move is economically feasible, and setting up accounting systems. (There’s salon software that can help with these tasks, too. It’s discussed in Chapter 7, and these software programs are included in this book’s Appendix.) A good accountant also is invaluable when it comes to tax issues, particularly since tax law is complicated and changes frequently. Tax issues that might be relevant to a salon owner include knowing the requirements concerning tax withholding on employees’ tips, and setting up a simplified employee pension plan (SEP) for yourself and your employees.

There are two types of accountants. Certified public accountants, or CPAs, are college-educated, licensed professionals who had to pass a rigorous certification examination in the state where they do business in order to put those coveted letters after their names. They usually charge more than public accountants, who aren’t certified and don’t have to be licensed by the state in which they do business. While they may be perfectly capable due to their experience, public accountants usually can’t represent you before the IRS if you’re called in for an audit. That’s why most business experts recommend using only CPAs, whose credentials are universally recognized and respected by others in business (like bankers and investors, for instance).

Although it’s advisable to leave the major money matters to your financial wizard, you also need to keep an eye on the store, so to speak, on your own. For that reason, you should invest in one of the many accounting software packages on the market. They’ll help you crunch numbers, keep financial records, write checks to vendors, and so on. One program to check out is QuickBooks, which is made specifically for small businesses.

When you’re ready to choose the right financial pro for your business, ask your attorney, banker, or professionals in the salon or beauty industry for a referral. The American Institute of Certified Public Accountants website (aicpa.org) can refer you to a qualified number cruncher, or try accountant-finder.com to find a professional accountant near you. As with attorneys, it’s usually advisable to select someone who has experience either with small-business clients in general, or salon owners in particular. By the same token, avoid accountants whose specialty is large corporations since they may not be as tuned into the tax and financial situation of a small-business owner.
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Beware!

You must keep good financial records to stay out of trouble with the IRS. To begin with, be sure to keep receipts for every item you purchase for the salon. If the IRS audits your business, those receipts may be the only thing that stands between you and hefty taxes and penalties.






The Occupational Outlook edition, which is published by the BLS, says that the median wage for accountants and auditors with entryilevel experience is nearly $31 an hour. However, self-employed accountants will charge more—as much as $75 to $125 an hour and up. Organization is definitely the key to keeping your accountant’s costs down. Financial records and receipts should be well organized before you meet so you’re not paying your accountant top dollar to make neat little stacks of receipts and bills while the clock is ticking. (And if your accounting system has previously consisted of overflowing shoeboxes, get over that right now. Invest in a file box with hanging file folders that you can label, and start using it right away.)

You’ll find additional bookkeeping strategies and techniques in Chapter 14.

Risk Underwriters




If you’ve ever had a fender bender or had the local kids mistake your front window for left field, you know the value of good insurance. Ironically, many small-business owners are either underinsured or overinsured. Some try to cut corners when it comes to business insurance, mainly because it costs so much. The problem is, all it takes is one disaster—natural or otherwise—and your entire investment and livelihood could be wiped out. Others are overinsured, often because they make the mistake of trying to buy business insurance from a person whose experience runs to insuring family SUVs or selling life insurance. To avoid both scenarios, you’ll want to look for a professional insurance broker who has experience helping small-business owners manage their risk. This is especially important because entrepreneurs like salon owners usually require several types of insurance, which are discussed later in this chapter.
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Dollar Stretcher

Using an insurance broker may help you save a significant amount of money on your commercial insurance. Rather than representing only one company, independent agents can recommend the policies of many companies. Check with your state’s insurance department for a list of reputable brokers.






To locate a reputable business insurance broker, turn again to your attorney, accountant, or local business owners for recommendations. You also could contact one of the beauty industry trade associations (you’ll find some listed under Associations in the Appendix) to find out whether it has an approved list of insurance brokers. Alternatively, you can find agents listed on www.yellowpages.com or in the phone book in the Business subcategory of the Insurance listings. As with attorneys and accountants, it’s important to interview prospective brokers face-to-face to find the one who best understands the concerns of small-business owners (and ideally, salon owners) and who would be pleasant and accommodating to work with. And don’t be shy about comparison shopping for the best price since insurance policy costs can vary widely. Costs may also be higher or lower depending on where you do business. For example, a salon in Manhattan is likely to pay higher insurance rates than one in the Plains states, where the cost of living is considerably lower.
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Smart Tip

A common-sense approach to risk management can help you avoid accidents in the salon. For instance, don’t let employees do work they’re not qualified to perform; eliminate hazards that can cause someone to trip or fall, including snow and ice in your parking lot; and ensure electrical outlets aren’t overloaded.






Determining the level of coverage that best meets your business needs is one of your broker’s jobs, but keep in mind that the most important factor in determining that figure is how much risk you’re willing and financially able to take. Basically, you want to be sure you have enough coverage to protect yourself against business losses that could close your salon down temporarily or put you out of business permanently and ruin you financially. But while insurance protects you and your business from losses incurred by physical damage, negligence, and other factors, not every owner needs every kind of insurance available—not to mention that you probably couldn’t afford to insure yourself against every conceivable risk anyway. So instead, work with your broker to figure out which risks you’re more likely to encounter in the course of doing business, and then insure yourself adequately against them. Generally speaking, the types of insurance salon owners are most likely to need include liability, malpractice, casualty, workers’ compensation, and life/health/disability insurance.

Liability Insurance

Liability insurance is probably the single most important coverage you’ll need for your new business. It protects your business assets against damages and/or lawsuits due to human error for which you can be held liable. It also covers your business against accidents and bodily injuries that can happen on the premises, including everything from slip-and-fall injuries to burns from piping hot coffee served to a waiting customer.

Because claims for such injuries and loss can be devastating to a business, be sure to obtain enough coverage for your salon. Insurance industry experts recommend obtaining $2 to $3 million in liability coverage, which shouldn’t break the bank because the price isn’t calculated on a dollar-for-dollar basis. Rather, the cost is typically determined by the size of your business (usually in terms of assets, square footage, or number of employees) and the risks involved in day-to-day operations.

Be sure not to skimp on this coverage since the sky’s the limit on lawsuit awards these days, and just one legal action could put you out of business permanently. Your insurance broker or salon industry association can guide you about how much coverage to buy, and the cost can vary tremendously depending on where you do business. One caveat about liability insurance policies: They often have a lot of exclusions. Your insurance broker can help you understand exactly what is and isn’t covered so you’re not caught unprepared in a crisis.
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Smart Tip

For a quick overview of all the business insurance you may need, as well as other common types of personal insurance, check out the Insurance Information Institute at www.iii.org or Insure.com at www.insure.com.






Malpractice Insurance

No, you don’t have to practice medicine to need malpractice insurance. This type of insurance, which is also known as errors and omissions insurance, covers you against damages due to negligence, errors, omissions, and wrongful acts that can be attributed to your professional practices, like the bad perm mentioned at the beginning of this chapter. With the plethora of baseless lawsuits in this country and the astronomical awards made to plaintiffs who win these sometimes ridiculous legal actions, it makes sense to have malpractice insurance so one day you won’t lose everything you’ve worked for because someone decides she isn’t happy with the hairstyle your new employee gave her.

Casualty Insurance

Since you never know when Mother Nature will decide to send a tornado roaring through your community or a curling iron left plugged in overnight will ignite and cause your salon to burn down, you need sufficient casualty insurance to cover your losses. Casualty insurance protects you against major disasters, such as floods, earthquakes, hurricanes, fire, vandalism, and so on. It can be expensive, so work closely with your insurance broker to determine the level of coverage you need and for which contingencies. For example, if your shop is on the San Andreas Fault, then earthquake insurance is a must. But if your shop is in Phoenix, flood insurance probably isn’t necessary.

Workers’ Compensation

While all the insurance mentioned so far is advisable but not mandatory, you have no choice when it comes to workers’ compensation insurance. Every state requires employers to have this insurance, which compensates employees for work-related injuries, diseases, and illnesses. It’s “no-fault” insurance, meaning the employer doesn’t have to admit responsibility for the injury or illness, and the employee doesn’t have to sue to get compensation.

Unfortunately, workers’ compensation insurance is a complicated issue and can’t be discussed in depth here. But you can get a handle on what the regulations and rules are for your state by visiting workerscompensationinsurance.com, which has links to government resources for each state.
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Fun Fact

The Uniform Workmen’s Compensation Law, which was enacted to protect workers who are injured on the job, was created in 1910. By 1960, every state had adopted some version of the law. Hawaii was the last state to join the fold in the 1960s.






Despite the fact that each state has its own requirements, there are still universal things you can do to minimize your costs. To begin with, work closely with your accountant to estimate your payroll costs accurately for the first year. If you underestimate your annual payroll, you could receive a hefty audit premium at the end of the year from your state’s workers’ compensation board. Furthermore, you can reduce costs by minimizing the risk of injury in and around your salon. For example, if you’re in a snowy locale, keep your parking lot shoveled and salted during the winter to prevent slip-and-fall accidents. Place anti-slip mats by the front door during wet weather to prevent falls inside your building, and keep your salon tidy (no wet towels on the floor, for instance) for the same reason.

By the way, just in case you’re wondering, you personally don’t count as an employee under workers’ compensation law, so you’re not covered.

Business Interruption Insurance

This type of insurance replaces income lost due to an event that causes the business to close, like a fire, theft, or other insured loss. It also may cover expenses like equipment replacement, lease or mortgage payments, and so on. The price is determined by how likely you are to face certain risks. For instance, the premium cost could be higher for a salon owner than, say, a sporting goods store owner because of the possibility of fire from the equipment you use (like hair dryers or curling irons) or the flammable liquids that are used (like hairspray). Also, because it would be difficult for you to operate out of another location if you were temporarily displaced, the cost could be somewhat higher than a standard policy. Your insurance broker can counsel you on whether to have this insurance and how much it would cost.
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Smart Tip

In the event of a loss, it’s crucial to have good insurance records. Be sure to keep receipts for every item purchased for the salon; keep a written inventory of each item that notes the date of purchase, price, and current value; and either photograph or videotape the contents of each room. Then keep these documents/media in a safe place (such as a safe deposit box).










Cover Me, I’m Goin’ In

As mentioned previously, you can get insurance to guard against just about any kind of risk. Other types to consider include:

       [image: ][image: ]  Glass breakage insurance. Replacement insurance for your business’s all-important window on the world. After all, it gives passersby a tantalizing glimpse of the great work your stylists are doing—and someday might make a tantalizing target for an out-of-control driver.

       [image: ][image: ]  Fidelity bonding. This is so-called “honesty” insurance to protect you against theft by an employee.

       [image: ][image: ]  Life insurance. A must for protecting your family or significant other in case of your death, life insurance is sometimes a prerequisite to obtaining financing from banks.

       [image: ][image: ]  Disability insurance. If you can’t work due to injury or illness, this type of insurance will replace a percentage of your gross income.

       [image: ][image: ]  Health insurance. Although many small business owners welcomed the Affordable Care Act as a way to avoid offering employee health insurance, some salon owners do offer health insurance as a benefit to employees because it’s such a good recruiting and retention tool. Group rates generally are lower, so it may be more affordable than you think to offer health benefits. In addition, health insurance premium costs are 100 percent deductible for self-employed business owners, so the net impact on your business actually will be zero

With all these options, it’s probably clear that you need to find yourself an experienced insurance broker. To get the process rolling, turn to the Business Insurance Planning Worksheet on page 64 to make notes on the types of insurance you may need.






Computer Whiz




One last professional you definitely should have on your business team is a computer consultant who makes shop calls. No matter how much you like to tinker with your computer, you’re unlikely to have time for that once you’re a small-business owner. So find someone who not only can handle the mundane tasks like updating your system, adding hardware or software, and optimizing computer performance, but also can design, update, and maintain your website.

If at all possible, ask a friend or business associate for a referral to make sure you get someone who’s both experienced and qualified. Computer consultants usually charge by the hour, and you can expect to pay $50 an hour and up for their services.





Business Insurance Planning Worksheet
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Home Chic Home

Establishing a Salon/Spa Location

Choosing a location for your salon/spa is another one of those important decisions you’ll make in the early stages of establishing your new business. Obviously, you’ll want to locate it in an area that’s easily accessible by highway or byway, with plenty of traffic (both foot and the four-wheeled variety) and parking. The surrounding area should be attractive, well-lit, and safe. There should also be other retail businesses nearby (as opposed to parks or a regional airport) because they can generate business for you as they attract customers through their own doors.

Typically, salons operate out of three types of establishments: freestanding buildings, storefront properties, and shopping centers like strip malls. Occasionally, salons are located in malls, but it’s actually more common for them to operate out of a freestanding building located on the perimeter or an “outlot” of the mall property because the rent is so high inside the mall. They’re also sometimes found on the ground floor of office buildings in large metropolitan areas where there’s a significant amount of foot traffic during the business day. However, such locations may not be optimal if they’re in an urban area that doesn’t have much traffic in the evenings or on weekends.

Your choice of location will be driven not only by the amount of startup funding you have but by the size of the facility you want to have, the availability of space in the city where you want to do business, the local competition, and your tolerance for building/renovating and wrestling with local zoning requirements.

Building Basics




Free-standing buildings are the choice of many salon owners because of their high visibility in the community. Buying or leasing such a facility, whether it’s a two-story Victorian home-turned-business with fanciful curlicues on the outside and gorgeous wood floors inside, or a space previously occupied by another business, can be a good choice because you’ll have more latitude when it comes to renovating and decorating. You control the fixed costs like overhead, utilities, and (within reason) the terms of the mortgage. You also don’t have to pay common-area charges, like for snow removal, advertising costs, and security that are incurred when you’re in a strip mall. Finally, you’ll have the tax advantages of owning the building.
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Smart Tip

When signing a lease, look for clauses that can benefit a startup business, like a bail-out clause, which allows you to get out of the lease if your sales don’t reach a predetermined amount, or a cotenancy clause, which lets you break the lease if the anchor store in the shopping center or mall closes or moves out.






If you have the time and great organizational skills (not to mention nerves of steel), you might consider building your dream salon. That, of course, requires hiring an architect, dealing with the local zoning commission, contracting with and overseeing the work of a builder and his/her contractors and subcontractors, and myriad other details. It can be done, but you might be wiser to start out in an existing building instead since you can have your business up and running a lot faster and with fewer headaches.

Leasing a free-standing building gives you some of the same advantages as buying, although you’ll have a landlord to deal with. But you usually can negotiate favorable terms upfront, so leasing is certainly a viable option.

Debbie Elliott of Debbie Elliot Salon & Day Spa in Portland, Maine, made a lot of sacrifices early in her career as a salon owner so she could afford to lease a building of her own. Admittedly, it wasn’t much of a building; she says it really should have been condemned. But she opened a 250-square-foot salon on the ground floor of a 1912 facility and lived upstairs to save money. “The ceiling in the bedroom was so low that I could [lie on the bed and] put my foot on the ceiling and paint my toenails,” Elliott says with a laugh. “The kitchen was also too tiny for a table, so I used the top of my piano as a breakfast bar.”





The Lease You Can Do

Like a residential lease, a commercial lease is an ironclad contract. No matter what happens to your business, you’ll be contractually liable for the entire amount of the lease. For that reason, try to negotiate a lease with the shortest term possible—say, for one or two years. That gives you a safety net in case you outgrow your shop sooner than expected or you decide you’d prefer another location.

When negotiating, always ask for an option to renew for five years at a predetermined cost. The option to renew is important—it prevents you from losing your lease at the end of the lease term and having to re-establish your business at a new location before you’re ready to go.

Some types of commercial leases you might encounter include:

       [image: ][image: ]  Gross lease. You pay only rent, while the landlord shells out for the taxes, insurance, and other property costs.

       [image: ][image: ]  Net lease. Besides rent, you’ll pay a portion of the maintenance fees, insurance costs, and other expenses.

       [image: ][image: ]  Triple-net lease. The renter pays for everything. This type of lease is common with freestanding buildings.

       [image: ][image: ]  Shopping center lease. The renter pays a base rent amount tied to the square footage of the space, as well as a percentage of shopping center overhead costs like advertising, maintenance, and property taxes. Typically this type of lease also requires the tenant to pay a percentage of gross monthly sales to the owner. That might sound distasteful, but if the center is in a prime location, it might be worth the financial sacrifice.

       [image: ][image: ]  Step-up lease. With this type of lease, the rent goes up annually to cover the cost of inflation. Tax and insurance premium increases are usually part of the deal.










[image: ]

Dollar Stretcher

Be ready to negotiate the lease prepared by your landlord. It’s not set in stone (or legally binding) until you sign on the dotted line. If you realize later that there’s a condition you don’t agree with, you have no recourse but to grit your teeth and keep mailing those monthly checks until the lease expires.






One reason for Elliott’s meager start was that she wasn’t able to get financing for her first salon. She believes the odds were stacked against her from the beginning because the perception is that the salon industry is notorious for underreporting income, including tip income. As a result, she started the business with less than $10,000 and the help of her boyfriend—who later became her husband—and friends who helped out for free until she was able to hire them. “I really am the poster person for no financing,” Elliott says.

Another owner who leased and then invested big bucks in renovations is Patricia Millar of Clinton, New Jersey–based Millar Salon Spa Store. When she was ready to expand into spa services, she leased a former dry cleaning building (one of only two available locations in her small town) and then spent $150,000 to renovate everything—from the floors to the walls to the ceiling—and buy furniture and skin-care equipment.

If you don’t want the responsibility of a free-standing building, you should consider leasing space in a shopping center or a strip mall. These are choice locations because of the exposure they offer. They’re usually anchored by a large or well-known retailer, such as a drug store or grocery store, which serves as the gravitational force that pulls traffic in for all the other establishments in its orbit. Lest you be concerned that you could one day be ringed by bigger and fancier salons, take heart. Leasing agreements usually have provisions that limit the number of similar businesses that can roost in the same shopping center or strip mall, as Angela Marke found out when she and her partner, Andrew Bernard, leased space for a salon in a strip mall in Macomb, Michigan. BoRics (a hair-care franchise) was already a tenant in the shopping center when she opened, but because Marke’s salon provides cutting, styling, and finishing rather than providing the express services the franchise chains are famous for, the salons weren’t considered to be in competition by the management leasing company. And the proximity of the other business, which eventually moved out, never hurt her business because Andrew Marké’s clientele is 90 percent working women and young mothers. Unlike BoRics, the salon handles very few children.

One common complaint from strip mall tenants is that hefty marketing and maintenance fees are built into the leases. So inquire about them carefully before you sign on the dotted line so you don’t get an unpleasant surprise after you’ve paid all your bills out of your net receipts.





[image: ]

Smart Tip

Good parking is almost as important as the building in which you house your salon. If your building doesn’t have sufficient, well-lit parking, consider leasing additional space from a nearby business. Or if there’s a parking structure nearby, validate clients’ parking tickets. The small cost will be worth the goodwill it will generate.






Sometimes an opportunity comes along that’s too good to pass up, as Dennis Gullo discovered when he opened his first salon, Moments, in 1978. “I happened to see an ad in the local paper for a salon in a shopping center,” says the Mount Laurel, New Jersey, salon and spa owner. “It had only been open for six months. I looked at the equipment and the décor and paid what it would have cost me to build. It was an expedient way to get into business, and the salon was beautiful. It was finely appointed and in fact was even nicer than my home!”

Storefront properties are also popular, particularly in communities with historical or renovated downtown areas. Like a strip mall, these facilities are part of a string of stores with common walls on either side. The difference is that strip malls can spring up anywhere, including in residential areas, while storefront properties generally are part of a business district that stretches for blocks or even miles. If you can find a storefront property to lease in a bustling downtown area, grab it immediately. If it’s in a resort town with year-round activities, use yourself as a human shield to bar other potential business owners from entering the building until you can put your John Hancock on the lease papers. That’s how good that kind of property can be.

Good as New




There’s one other type of property that deserves serious consideration when you’re looking for a place to set up shop. A facility that once served as a hair salon may be an ideal choice for your new location. The good news is, a lot of the infrastructure you’ll need, including extra plumbing, special electrical outlets, and maybe even fixtures like salon stations and the reception desk, may already be onsite and available for purchase with the building. The bad news is, there might be a good reason why the salon closed, like there’s too much competition in the area, the location is crummy, or the previous owner had a poor reputation among clients and in the community. The same goes for a salon that’s currently in business but is up for sale.





[image: ]

Bright Idea

Since working on a concrete floor (even one that has tile over it) can be hard on the feet of stylists who must stand for up to eight hours at a time, install a wood or vinyl floor covering in the cutting area. Add anti-fatigue mats behind each chair to further reduce foot fatigue.






If you’re seriously interested in taking over an existing or now-defunct shop, you need to find out exactly why the shop is on the selling block. Also, check the shop’s financial records for the previous three years to look for trends like declining sales. If it’s still open, observe the shop’s activities for a few days, noting daily volume and clientele. Also, determine the worth of any equipment or fixtures left behind and decide whether you’ll actually be able to use them. Finally, consider remodeling costs vs. the expense of starting with a blank slate in a different facility.

To find an existing shop for sale, check the advertising section of your local newspaper and shopping center publications, or contact a real estate broker or rental agent. Some of the salon industry publications (a few of which are listed in the Appendix) also have classified sections where salons may be advertised for sale.

Shop Talk




All this talk about finding a building to buy or lease is fine, but unless the space is the right size, it won’t matter how much you love that quaint storefront in a seaside village or the art-deco-themed strip mall in the suburbs.

Salons usually range from 1,200 to 2,000 square feet, although some are considerably smaller (fewer than 1,000 square feet). If you’re planning;g to offer spa services, you’ll need even more room. Spas are discussed in detail in Chapter 8.

You’ll need four separate areas in your hair salon: reception and retail, shampoo, cutting/service, and storage. The largest of these, of course, should be your salon services area, which should take up about 50 percent of the floor space. About 20 percent of the space should be allotted to retail/reception, 10 percent to the shampoo area, and the remaining 20 percent to storage and an employee break/lunch room area. The employee/client restroom and your office also should be located in this area. If space permits, you may want to provide a one-person changing room for customers who are having treatments like color or perms. Otherwise, the restroom can serve as a changing room. Be sure to put a large hamper in the changing room/bathroom for collecting soiled smocks. A final necessity for salons is a closet or cloakroom, which should be placed in front of the salon, either in or next to the reception area. It should have doors (bifold doors will suffice) to keep the area looking tidy.

The reception area should be tastefully decorated and brightly lit, with an attractive reception desk and one or two stools for employees, as well as comfortable seating for five to ten clients (the more stations you have, the more chairs you’ll need in the reception area). Space permitting, a coffee table where you can display hairstyling books and magazines is a nice touch. Use a small corner of the reception area for a coffeemaker or coffee service, a complimentary amenity that will be much appreciated by clients and staff alike. (Of course you’ll have to designate someone to keep an eye on coffee levels and make a new pot when the brew runs low.) In keeping with the principles of feng shui, the Chinese art of placement for harmony, you might want to use plants as a natural divider to separate the reception area from the spa, but low walls are also acceptable. The idea is to define the two spaces but allow clients to dally over coffee and see into the salon while they wait.
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Smart Tip

Chemical treatments like color should be applied at the back of the salon, preferably near the shampoo bowls and away from the reception area. This keeps strong chemical smells from permeating through the salon and protects the ego of your valued customers, who might not want to be seen with foil or color in their hair.






Your retail products also should be displayed in this area, possibly on a handsome glass and metal baker’s-style rack or on shelves attached to the wall. This display should be placed near the cash register for easy access and upselling by the person working the register. You may wish to display additional retail products on glass shelves behind the reception desk, but you may find it looks more stylish if you hang artwork or perhaps a wall fountain behind the desk instead.

The shampoo area is usually located toward the back of the salon and is equipped with shampoo sinks (either free-standing or affixed to the wall) and chairs. Each station should also have a “back bar,” or cabinet, for storing products used in the salon, like shampoos, conditioners, and deep-conditioning treatments. Naturally, these should be the same products you sell in the retail area, and your stylists should be trained to discuss each product used with the client as a way to spur sales.

Typically, a stylist station requires about 125 to 150 square feet, and includes a hydraulic chair and a cabinet or credenza for storing equipment. Each countertop should have wells for storing a blow dryer and curling irons. An average-size salon will have four to six stations on each side of the room, for a total of 8 to 12 chairs.

If you plan to offer nail services, you’ll need to carve out a space near the front of the salon to accommodate a manicure station. One way to fit the station into the salon area easily is to eliminate one or two stylist stations, depending on how much room you need.

The break room should be located toward the rear of the salon and take up no more than 5 to 10 percent of the total area. For example, in a 1,000-square-foot salon, the break room would be no more than 10 by 10 square feet. Equip it with a table and chairs, a sink, and a microwave oven, and/or small refrigerator so your employees can chill out between clients rather than sitting in a stylist’s chair (which doesn’t look professional and gives clients the impression that the shop isn’t very busy). It also provides an alternative to leaving the salon in search of a cold drink or something to eat. Consider placing the break room near the back door to the salon so anyone who smokes can step outside for a smoke break rather than traversing the length of the salon and huddling outside your front door.

Of the remaining floor space, about half should be allotted for a storage room, which can be used to house basic cleaning supplies and retail product overstock. Have sturdy shelves installed along one wall so products can be organized and rotated easily. The other half should be designated as office space so you have somewhere to conduct performance evaluations, meet with vendors, and work on your computer without interruption. The most you’ll probably be able to squeeze into an office in a 1,000-square-foot salon is a small desk with a computer and a chair, a visitor’s chair, and perhaps a file cabinet or a small bookcase. To ensure that serious work can be done here, have adequate lighting installed. Recessed lighting is especially nice in a small work area because standard ceiling fixtures can cut into the space and make it look even smaller.

You’ll probably need to employ an architect to design a salon that uses all the space optimally. John Palmieri of Scizzors in Shrewsbury, Massachusetts, did just that even though he already had a good idea of what he wanted in his salon. He enlisted the aid of an architect friend who used a computer to design a virtual salon, and was even able to see how the salon would look under various lighting conditions at various times of the day, thanks to the wizardry of computer software. But if you have the confidence to go it alone, you could use a draftsperson instead to draw a design you can show to your builder. You can find a draftsperson at yellowpages.com or in the Yellow Pages under Drafting Services.

One final option is to work with a hair salon/spa equipment company to design your space. Some companies, including the Beecher Group (iowabeauty.com), offer complimentary design services, obviously as a loss leader to get you to buy your equipment from them. In fact, you can go to Beecher’s website at iowabeauty.com/html/salon_layouts.html right now to see five floor plans to use an idea starter.

Getting the Look




Today’s hair salons are trendy, chic, and even entertaining places. Some have lighted cutting platforms (some of which revolve) where a master stylist can showcase his or her talents for the benefit of the people in the reception area. Others have gimmicks like lights that flash in synchronization to pulsing music as it pounds through an elaborate sound system. But the one thing they all should have is style. After all, people go to hair salons because they want to look great, so your salon décor should reinforce the idea that this is a place where magic happens.

Start by tailoring the salon’s décor to reflect the tastes of the clientele you want to attract. Are you after youthful, free-spirited trendsetters? Then flashy colors, edgy art, and funky chrome fixtures are for you. Want the monied crowd? Then a traditional color scheme with lots of dark wood, tasteful wallpaper, and armoire-style stations might be appropriate.

Use color strategically throughout the salon. Certain colors, like blues and greens, are calming and soothing, and tend to make an area look larger. On the other hand, reds and yellows have great energy and would be good to use (although probably not together) in the main salon and reception areas, where you want the mood to be upbeat and dynamic.

Another trick you can use to make compact areas seem larger is to place mirrors in strategic places. Add spotlights or track lighting if you want to make certain areas, including your retail area, seem more prominent.

Your floor covering is an integral part of the décor, too. While the cutting and shampoo areas need a durable floor covering that can be cleaned easily, it doesn’t have to be boring. Vinyl floor coverings are now available in wonderful patterns ranging from hardwood to faux marble. You might prefer to install carpeting in the reception area, but keep in mind that a darker color might be a better choice since carpeting can become quickly soiled in inclement weather.

Tell Them About It




One last thing you’ll need to generate buzz for the biz is appropriate signage for the front of your building. Signs create an image for the salon, show your existing customers the way to the front door, and entice passersby to stop in. For that reason, they should give the name of the salon in bold letters, followed by a brief description of the services you offer if the salon name doesn’t adequately describe them. For instance, a salon called Chez Cheri should have “Hair and Nail Designs” in smaller letters under the name, or the public might think the place is a French bistro.

In addition to exterior signs, which typically are illuminated from within, you might consider neon or other brightly-lit signs for the windows that advertise certain services (like “creative color” or “European manicures”). Just be sure they don’t block the view into your salon, since that’s one of your best ways to attract new business.

Signage is fairly costly but truly is worth the price. Check with the local zoning commission before you invest big bucks in your signs. You wouldn’t want to be standing outside admiring your expensive new sign and have the city fathers (or mothers) careen into your parking lot and cite you for violating a city ordinance concerning size or design. This is particularly true in communities with historic preservation districts where it’s a practically a capital offense to alter so much as a brick in the facade of a historic landmark.

Respect for tradition and workmanship was the driving force in Debbie Elliott’s decision to work with the many original features found in her first salon, which was built in 1912. “The building told us what to do, just like hair tells you what to do,” says the owner of Debbie Elliott Salon & Day Spa. “There was a lot of stained glass in the building and a lot of other things that were of good quality, but they were covered up when someone made bad decorating choices in the ’60s and ’70s. We spent six months ripping out stuff that shouldn’t be there, and we filled four commercial dumpsters.”

While many of the points discussed in this chapter also apply to spas, you’ll find a more in-depth discussion of spa design and décor in Chapter 8.


7

The Cutting Edge

Hair Salon Equipment

Now that you’re acquainted with some of the more pedestrian aspects of getting your new salon up and running, it’s time to talk about all the equipment you’ll need to start your business and provide salon services. If you’ve been a hairstylist for a while, you’re already well aware of the many tools you need to practice your profession. In this chapter, you’ll find a rundown of those supplies, as well as information about the furniture and other salon and office equipment you need before you can usher your first client through the front door.

At the end of this chapter, you’ll find three useful information sheets, each followed by a worksheet, that will help you to determine which supplies and equipment are necessary for your startup, as well as their costs. The charts on pages 92, 94, and 99 refer to two hypothetical salons (Chez Cheri on the low end and Jamie Lynn Hair Designs and Day Spa on the high end). The worksheets on pages 93, 97, and 100 may be used to note your own startup expenses, salon equipment and supplies, and office equipment expenses. Spa equipment is touched upon in the salon equipment worksheet, but Chapter 8 deals with the topic in detail.

Personal Pampering Paraphernalia




While some stylists prefer to use their own cutting and styling tools, it’s not uncommon for a salon owner to provide everything his or her employees need to do their job. The items typically found at a stylist’s station include:

       •   Blow dryer

       •   Diffuser

       •   Scissors

       •   Electric razor

       •   Trimmer

       •   Combs (wide-toothed, rake, rattail, regular)

       •   Disinfectant jar

       •   Small and large round brushes

       •   Vent brush

       •   Paddle brush

       •   Sectioning clips

       •   Plastic control clips

       •   Curling iron

       •   Flat iron

       •   Velcro rollers in various sizes

       •   Hot rollers

       •   Plastic processing caps

       •   Cutting capes
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Bright Idea

According to NAILS magazine, the best ways to interest salon customers in nail services, include making sure your stylists have their nails done in the shop, offering complimentary hand massages to waiting customers so you can talk up your services, and putting pictures of people getting their nails done on the wall above the shampoo bowls and on the mirror of every stylist station.






       •   Spray bottle for water

       •   Handheld two-sided mirror

       •   Anti-fatigue floor mat

       •   Styling cape

For chemical processing, a well-stocked salon should have the following texturing (perm) and color items on hand:

       •   Bleach applicators

       •   Cotton coils

       •   End papers

       •   Foil

       •   Latex/plastic disposable gloves

       •   Mixing bowls

       •   Plastic protective capes

       •   Texturizing (perm) rods/rollers

       •   Timer

       •   Tint applicators

       •   Highlighting caps

       •   Mixing whisk

       •   Processing, neutralizing caps

       •   Stylist aprons

       •   Weave caps
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Bright Idea

After completing a manicure, have your manicurist present the files, orange sticks, and/or buffer block used for the service to the customer as “parting gifts.” This creates customer goodwill and reinforces the impression that maintaining sanitary conditions is a top priority at your salon.






In addition, to keep the styling area tidy, you should have at least a couple of push brooms and dustpans near the stylists’ stations, as well as several trash cans strategically placed near the back work room or the rear entrance. You’ll also need a good supply of towels stored near the shampoo bowls, preferably out of sight in a shampoo bulkhead.

You’ll find a checklist of the typical salon products you’ll need, including styling and color products, on page 78.

Nail Tools

If you plan to offer nail services in your salon, you’ll need the following basic supplies for each manicurist station: nail polish, nail polish remover, nail clippers, nail files and buffers, cuticle pushers, cuticle scissors, orange sticks, and finger bowls. A more comprehensive manicure and pedicure supply checklist is found on page 79.





Salon Product Checklist







Styling Products

[image: ][image: ]  Color care shampoo, conditioner

[image: ][image: ]  Conditioner (normal, dry, color-treated)

[image: ][image: ]  Curl crème, amplifier

[image: ][image: ]  Curly hair styling gel

[image: ][image: ]  Deep conditioner

[image: ][image: ]  Dread shampoo, conditioner, wax, tightening gel, removal shampoo

[image: ][image: ]  Dry shampoo

[image: ][image: ]  Gel

[image: ][image: ]  Hair finishing spray

[image: ][image: ]  Hair fixative

[image: ][image: ]  Hair glue, hair cement

[image: ][image: ]  Hair serum

[image: ][image: ]  Humectant pomade

[image: ][image: ]  Leave-in conditioner

[image: ][image: ]  Modeling clay, paste

[image: ][image: ]  Mousse

[image: ][image: ]  Pomade

[image: ][image: ]  Root lifter

[image: ][image: ]  Shampoo (normal, dry, color-treated)

[image: ][image: ]  Shine spray

[image: ][image: ]  Styling spray

[image: ][image: ]  Styling wax

[image: ][image: ]  Thickener

[image: ][image: ]  Volumizer

Color/Processing Products

[image: ][image: ]  Beard and mustache color

[image: ][image: ]  Bleaching products

[image: ][image: ]  Developer

[image: ][image: ]  Gray hair color products

[image: ][image: ]  Hair color correction

[image: ][image: ]  Hair color protection

[image: ][image: ]  Henna

[image: ][image: ]  Highlights

[image: ][image: ]  Lowlights

[image: ][image: ]  Permanent color

[image: ][image: ]  Peroxide

[image: ][image: ]  Relaxer

[image: ][image: ]  Semi-permanent color

[image: ][image: ]  Straightener

[image: ][image: ]  Temporary hair color

[image: ][image: ]  Texturing (perm)






Fixtures, Salon Furniture, and Hardware




Now on to the equipment you’ll need to serve customers, work on the books, display your retail products, and store all the supplies you’ll be using. You’ll find that when it comes to buying salon fixtures and furniture, the process is a little like buying a car. You’ll want to check out all the options and comparison shop to find what you like best at a price that fits into your budget. And while you can’t take a new shampoo bowl for a test drive, you may be able to visit a salon equipment showroom near you to see the stuff in person. One of the largest suppliers is Salon Equipment USA (SEUSA), which has a massive showroom in Los Angeles (and was one of the sources for the sample prices in this chapter). You’ll find its address, along with contact information for several other large suppliers, in the Appendix.





Manicure and Pedicure Supply Checklist







Your manicurist is the professional who will require the most equipment and supplies to do his or her job. The good news is that many of these supplies are bought only occasionally and in large quantities, so you can do a lot of manicures and pedicures with what you have on hand.

Here’s a checklist of the various supplies (other than capital equipment like manicurist tables, which are discussed in this chapter)your manicurist/pedicurist will need:

Manicures

[image: ][image: ]  acrylic nails

[image: ][image: ]  acrylic nippers

[image: ][image: ]  adhesive

[image: ][image: ]  alcohol

[image: ][image: ]  antiseptics

[image: ][image: ]  application brushes

[image: ][image: ]  assorted artificial nails

[image: ][image: ]  base coats

[image: ][image: ]  cotton

[image: ][image: ]  cuticle oils and creams

[image: ][image: ]  cuticle pushers

[image: ][image: ]  cuticle scissors or nippers

[image: ][image: ]  emery boards

[image: ][image: ]  finger bowls

[image: ][image: ]  hand creams and lotions

[image: ][image: ]  heaters for oil

[image: ][image: ]  measuring spoons

[image: ][image: ]  mending silk

[image: ][image: ]  mixing bowls

[image: ][image: ]  nail bleaches and whiteners

[image: ][image: ]  nail cleansers

[image: ][image: ]  nail clippers

[image: ][image: ]  nail dryers

[image: ][image: ]  nail files and buffers

[image: ][image: ]  nail forms

[image: ][image: ]  nail glue and resins

[image: ][image: ]  nail hardeners

[image: ][image: ]  nail polish

[image: ][image: ]  nail polish remover

[image: ][image: ]  orange sticks

[image: ][image: ]  sculpted nails

[image: ][image: ]  small application brushes and spatulas

[image: ][image: ]  thinners

[image: ][image: ]  tissues

[image: ][image: ]  top coats

[image: ][image: ]  towels

[image: ][image: ]  tweezers

[image: ][image: ]  ultraviolet light (for curing acrylic resins)

[image: ][image: ]  wet sanitizers

Pedicures

Same items as for manicures, plus:

[image: ][image: ]  acetone

[image: ][image: ]  antibacterial soap

[image: ][image: ]  astringents

[image: ][image: ]  toenail clippers

[image: ][image: ]  water basin/foot bath

[image: ][image: ]  white block buffer
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Smart Tip

You can buy with confidence if you purchase salon equipment and other items from online auction sites. Services such as eBay have internal safeguards as well as fraud protection and dispute resolution services to make sure buyers are satisfied.






If you can’t make a personal visit to a showroom, try calling one of the suppliers and asking if any of the salons in your area have the equipment you’re interested in. Then stop by the salon to see it up close and personal. But don’t make a clandestine visit. Do the owner the courtesy of informing him or her about your mission. It’s likely the owner won’t mind if you take a look around.

If you’re on a tight budget, consider buying used equipment and fixtures from professional equipment dealers or salons that have gone out of business. You could save as much as 50 percent off the price of the same equipment when new. To find used equipment, check the Yellow Pages under Beauty Salons–Equipment & Supplies–Wholesale & Manufacturers, as well as the classified section of your closest big-city newspaper.

Debbie Elliott in Portland, Maine, was able to save a lot of money when renovating her modest first salon by using salvaged materials. For instance, she bought scrap marble for $3 a square foot and mirrors for $29.95 each from a salvage company. When cleaned up and installed, it was impossible to tell the difference between the scrap materials and new. She also bought mahogany flooring for $1 a square yard that was left over from a commercial job. Another prized find was a $20 chandelier that she literally took off a garbage truck, then refurbished and beautified. “I had to put the business together very creatively in the beginning,” she says.
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Dollar Stretcher

If you’re looking for used equipment, be sure to check out Craigslist.org, where you can search the geographical areas of your choice to find bargains on both new and used merchandise. Craigslist sales are usually cash only and you must make your own arrangements to pick up and transport the merchandise.






Another great potential source of used equipment is online auction sites. A recent check of eBay yielded numerous listings for salon equipment, including one for a complete four-station salon package. It included four styling chairs, one shampoo chair, two hooded dryers, four two-drawer styling stations, and various accessories, all for $2,280. Shipping was free. Other auctions offered a new glass top, contemporary reception desk for $1,250 plus shipping, and new rolling carts with tray tops for $80 each with free shipping. If you shop carefully, you might be able to find used equipment at much lower prices. The downside to buying on eBay is that not all sellers will ship, so it’s up to you to make arrangements to pick up the items yourself. So read auction listings carefully before you bid.

Reception/Retail Area Equipment




You know the old saying: First impressions are lasting impressions. That makes your reception area one of the most important parts of your salon since it’s the place your clients see first. You’ll want to choose furnishings that are stylish yet comfortable, in colors that accent your salon’s overall décor.

You’ll need enough seating for six to ten people in the reception area of an average-sized salon. While individual chairs are much more attractive, many salon owners choose one-piece banks of seats in groups of three or four that can be placed against the walls. Individual chairs sell for around $200 each, while banks of three chairs are around $750. Two companies that sell reception room furniture to check out include Reception Furniture 4 Less (receptionfurniture4less.com) and Buy-Rite Salon & Spa Furniture (www.buyritebeauty.com). If space permits, add end tables or coffee tables on which you can display styling books and perhaps a fresh flower arrangement. You also should have a magazine rack to hold more styling books and magazines, as well as a complimentary coffee service on an attractive stand.

The reception desk is such a focal point that you should budget as much as possible for its purchase. There’s such a wide assortment of desks, from art deco to high-tech metal, in shapes from straight as an arrow to U-shaped, that it’s impossible to discuss them all here. The main criterion (besides cost) is that the desk fits the image you want for your salon. You can pick up a basic wood model for about $450, while a high-style version can run much more. (For example, the stunning Eurisko reception desk, with stainless sides and an illuminated front panel, runs $4,800.) Of course you’ll also need one or two task chairs (possibly on casters and preferably with a back since they’re more comfortable) to use behind the desk. Budget about $300 each for these. Naturally, you’ll also need a multi-line telephone for the reception desk. Phones and other office equipment are discussed later in this chapter.
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Smart Tip

The type of music you play in the salon should reflect the tastes of your clientele, not of the stylists or other employees. If you’re shampooing and perming in a retirement community in Florida, you shouldn’t be playing rap at ear-splitting decibels. “Soft rock” or “easy listening” are usually pretty safe choices for most salons.
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Smart Tip

If you decide to offer complimentary beverages to clients waiting for services, be sure to include specialty coffees and herbal teas on the refreshment table or cart. In particular, teas like peppermint and chamomile are refreshing and will put clients into a “spa” frame of mind.






One piece of equipment that bears mentioning now is your cash register, which will occupy a prominent place on your reception desk. There are a couple of ways to cache your cash. The first is to buy an electronic cash register. A basic model starts for as little as $99. (You can even get a stylin’ cash register in brilliant colors like fuchsia or royal blue.) If you plan to sell gift cards, you’ll need a bar code reader. Just about any company that sells office supplies, including Staples and Office Depot, and even retailers like Costco, sell cash registers at discount prices.

If space is an issue or you don’t want to mar the elegant lines of your reception desk with a cash register, you’ll want to use a point-of-sale (POS) cash drawer instead. Cash drawers can be used with a standard receipt printer or are printer-driven, and are attached via a USB, serial, or parallel port. You’ll also need an interface cable. A cash drawer starts at around $100, but be sure it will work with your printer before you buy. A lot of companies, including Salon Iris (saloniris.com), offer packages that include all the POS equipment you’ll need. The Salon Iris package is discussed later in this chapter.

If you’re planning to sell retail hair-care products such as shampoo, conditioner, mousse, and wax (and you really should), you’ll need either a display case or a shelving unit to showcase your wares. Unless the configuration of your reception area is unusual and you need custom-built displays, you can order standard display cases from salon equipment companies. A cube-style display case with adjustable shelves costs around $725 while an illuminated, six-foot wall display unit like the Enlightenment Wall Unit goes for around $2,450. Wall shelves can be an attractive alternative and can be either painted or stained to match salon décor. Glass shelves will give the salon a more contemporary look.

You should consider buying used display fixtures if you’re on a budget. Check your newspaper’s classified section for retail business liquidations as a starting point. Used display fixtures should cost about 50 percent less than new ones.

The salon’s sound system should be located in the reception area and controlled from the reception desk or business office. Expect to pay up to $2,000 for a commercial sound system with installation. A flat panel TV might be a welcome distraction for customers waiting in the reception area—assuming you can tear them away from their iPhones long enough to notice. You can pick up a 40-inch flat panel TV for as little as $400 at an electronics store such as Best Buy.

Finally, don’t forget to include artwork if there’s wall space. Another decorator option is a wall fountain, which is a natural choice for a spa because water therapy is considered soothing. While it’s impossible to put a price on artwork like paintings or prints, a 38-by-27-by-5-inch wall-mounted mirror waterfall fountain is about $900 from a company like Soothing Walls (soothingwalls.com).

Salon Equipment




As with the reception area, you can buy fixtures and furniture in a wide range of prices. (Please note that all prices in this section are manufacturer’s list prices; you may be abel to negotiate discounted prices.) Each stylist station should include a large mirror that’s hung at least at the height of most stylists (which is 5 foot 10 inches for the average-size American man), counter space for equipment, and storage cabinets, drawers or bins for brushes, combs, clips, and other tools. Select stations with wells for a hair dryer and curling irons, as well as an outlet strip. If you’re short on space, you might choose an upright free-standing “rollabout” styling station, and then mount a large mirror on the wall, facing the styling chair.

A budget-priced styling station like the QSE Styling Station starts at around $899. A 62-by-32-inch mirror starts at around $250. A basic wall-mounted styling station with a mirror like the Miami Styling Station starts at about $250. Naturally, you can spend far more for the really deluxe models, like a Eurisko styling station to match the reception desk mentioned earlier, which can run $2,900 or more. A free-standing ceramic top rollabout station starts at about $400, while a handsome wood styling cabinet is around $500.

You’ll also need hydraulic chairs to raise and lower the client to a level that’s comfortable for the stylist to work. An all-purpose styling chair in vinyl (both adult- and kid-sized) starts at around $150. A half-round anti-fatigue mat starts at around $60; a rectangular mat is about $75.

Hand-y Work

Although you’ll need a lot of supplies to stock your manicurist station, you don’t need too much equipment. The main expenditure will be for a manicurist table, which comes in regular and space-saving models. Like stylist stations, you can spend a lot of money on the table depending on the finish; a basic model with a work light starts at around $500. A ventilated table, which collects dust and fumes and channels them through a filtering system, starts around $300. You’ll also need a stool or a manicurist chair ($75 and up).

Pedicure equipment includes a pedi spa chair and matching technician stool. The moderately-priced Pibbs Pedicure Spa lists for $2,395, although you can spend far more. For instance, the Continuum Maestro pedicure spa lists for $14,700. If you’re short on space, you may prefer a basic portable pedicure spa with a heated footbath massager, which runs about $400.
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Bright Idea

Hot rock hand massage is a popular manicure add-on. After a nongreasy lotion is applied by the manicurist, small river rocks (which usually are heated in a crockpot) are placed in the client’s palms. Smaller stones are placed between the fingers, and then a warm towel is wrapped around each hand. The treatment both relaxes hand muscles and relieves stress.






It’s also strongly suggested that you invest in an autoclave that can be used for any of the personal care implements discussed in this chapter, including scissors, and manicure and pedicure implements. An autoclave uses steam to sterilize personal care tools and prevent cross infection. At about $1,200, the cost may seem high, but having an autoclave in your salon sends a message to your clients that you care about good health and cleanliness. A sanitizer also will do the job and starts at $295.

Shampoo Station Equipment

Your basic equipment will include sinks (either wall-mounted or pedestal) or “backwash” units that include the shampoo bowl and chair, and possibly a cabinet known as a bulkhead or back bar with a countertop for storing supplies. The faucets and waterspout are usually sold separately.

You’ll need about one bowl for every three stylists. According to SEI, you’d have to use your kitchen sink for 70 years to equal the wear your salon shampoo bowls will get in just one year, so buy the best you can afford. Wall-mounted shampoo bowls start at around $200, while a backwash unit lists for around $1,000. A shampoo bulkhead with storage for salon products and towels starts at about $1,200.

A basic shampoo chair starts at around $125, while a deeply padded, deluxe model like the electric Futura Shampoo Chair that reclines and has a padded kickout leg rest starts at about $1,100.

Floor hood dryers on casters start at $295, while dryer chairs are $350 and up. Additional equipment you may wish to purchase upfront includes a hair steamer ($395 and up), a hair processor (around $2,500), and an infrared heat lamp (about $429).

Keep in mind that when you’re purchasing salon equipment, you might be able to negotiate a better price by asking for package pricing. Don’t write any checks or hand over your credit card until you investigate every discount option available.

And by the way, unless your new salon space was previously occupied by a hair salon (or perhaps a restaurant), you should expect to have additional plumbing installed in the shampoo area. It’s possible you’ll also need plumbing and a 220-volt electric line or gas line for the washer and dryer you’ll use to launder towels and smocks.

Employee Lounge and Workroom Equipment




Here are a couple of areas where you can definitely buy used if the budget demands it. Furnish the lounge with a used table and chair set found at a secondhand dealer, a yard sale, or through the classifieds. You might also add a microwave oven and a small refrigerator so your employees don’t have to run out for lunch or soft drinks.

Since your workroom will be used for everything from storing towels and retail products to mixing tints and dyes and washing towels and smocks, go for basic shelving and storage cabinets (like the type you can buy at home improvement stores), which are both practical and durable.

Unless you want to drag the soiled towels and aprons home with you every night and fluff and fold at home all night, you should invest in a washer and dryer for the salon. While heavy duty models are preferred, basic models should be adequate when you start out. A basic Kenmore washer and dryer “bundle” runs about $1,100 at Sears, and they’re often on sale.

Security Equipment




No matter where you set up shop these days, the potential for break-ins and vandalism exists. Head off trouble by having a security system installed in your new salon. A closed-circuit video surveillance system, POS monitoring system, and building alarm all may be necessary to safeguard your building and assets.

For the purposes of this book, it’s assumed that the building you’ll be buying or leasing will already have a security system. But if you do need to install more or upgrade the existing equipment, you have a number of options. A local alarm isn’t connected directly to a central alarm company monitoring station or police department, but it’s loud and can attract unwanted attention that will scare off mischief-makers. Silent alarms are connected to a monitoring station, which notifies the police when the alarm is tripped. Perimeter or entry alarms sound if someone tries to enter your shop, while space protection alarms use infrared beams or motion detectors to determine whether someone is in your facility illegally. It’s a good idea to select a system that has battery or other emergency backup in case of a power failure.

Depending on where your shop is located (say, in an urban area or an isolated location), you may need a combination of alarm types to protect your shop adequately. Companies like ADT, Brinks, and Guardian all install commercial alarm systems, or you can consult the Security Control Equipment and Systems category at yellowpages.com or in the Yellow Pages for leads to other security system vendors and installers. It’s also possible that the same company that installs your sound system will be able to install your security equipment, so be sure to ask because you might be able to get packaging (read: discount) pricing.

Office Equipment and Supplies




Now that your salon is fully outfitted (at least on paper), let’s focus on the items needed behind the scenes to keep the salon humming along. Among them will be office furniture, computer and other office equipment, and office supplies.

Furniture

Chances are that when you design the layout of your new salon, one of the areas that will be allotted the least amount of space will be your office. But it’s an important space because it will be used for everything from conducting employee reviews to scrutinizing invoices. Your office is also a little oasis of quiet and solitude and, like the spartan quarters of cloistered nuns, needs to have only the basics to be functional.

Since your customers will never see your office, it’s OK to furnish it with an inexpensive or secondhand desk or computer workstation. You’ll also need a comfortable office chair (preferably one that’s ergonomic to minimize back discomfort), and a sturdy two-or four-drawer file cabinet.

If you go new, check out office supply stores like Staples or Office Depot, which sell reasonably priced desks for $100 to $200, and chairs for $75 and up. Ready-to-assemble furniture is also affordable, as is used furniture, which you can find through newspaper classified ads or Craigslist. A two-drawer letter-sized file cabinet costs as little as $100, although a higher-priced model may be the better buy because its drawers extend fully, making it easier to remove file folders from the very back.
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Beware!

Make sure the door to your salon office can be locked securely. In addition to keeping confidential employee records secure, a lock will keep your laptop or desktop computer from disappearing when the salon is busy. Only you and your salon manager should have a key to the door.






Personal Computer

You can get a lot of computer for the money these days. For example, one recent deal was for the Dell Inspiron One 20 All-in-One with a 500GB hard drive, DVD-RW drive, and a 20-inch widescreen flat-screen monitor for just $449. A basic laser printer runs as little as $100 at an electronics store like Best Buy.

If you prefer mobile computing, then a laptop or tablet is the way to go. The HP ENVY TouchSmart Sleekbook was just $749 at Best Buy at the time this book was written, and there were a number of other snappy models, including tablets, priced well under $1,000. Add in a wireless printer like the HP Wireless e-Allin-One for under $100 and you’ll be good to go.

Other useful add-ons include a scanner (which ranges from $100 to $150), a 1TB external hard drive for $70, and a flash drive (under $10). Of course, if you’re using Google Drive or otherwise saving to the cloud, you won’t need these external storage devices.

Software

Most of the salon owners interviewed for this book conduct business using Microsoft Office and QuickBooks Pro. Microsoft Office Professional includes Word, Excel, PowerPoint, Access (for database management), Publisher (which has newsletter templates), Onenote, OneDrive, and Outlook email. Office retails for $399.95. QuickBooks is an easy-to-use accounting package that keeps your financial records straight, manages your business checking account and prints checks. QuickBooks Pro retails for $199.95 (although it’s possible to find it discounted for less at places like Amazon.com). Don’t forget to add on an antivirus package like Norton (under $50) to keep your documents and computer safe from viruses and malware.

There are dozens of specialty salon and day spa management software packages on the market that can be used to manage the many details involved with operating a salon, writing a business plan, and handling online appointment scheduling. Salontoday.com has a software and technology guide on its website, or Google “salon software” or “spa software” to find others you can explore.

Some packages to check out include:

       •   Salon Iris software (saloniris.com). Geared toward hair salons and spas, Salon Iris Software has powerful POS functions like appointment scheduling, client and inventory tracking, and online booking compatibility. Other useful features include general ledger, tip tracking, mailing list creation, profit and loss statements, and a time clock, to name just a few. The software is compatible with most cash drawers and barcode scanners. The solo version with a limited menu of features is just $449. The professional package for unlimited users is $1,399, while the multiple computer version for unlimited users is $2,099. Ask about Salon Iris Cloud when you place your order. You can test drive the software for free. If you prefer not to purchse the software outright, you can subscribe by the month instead.

       •   Unique Salon Software (salonnow.com). This software, which bills itself as “the way salon software should be!” has an extensive list of features, including POS functions, unlimited client recording and tracking, payroll and tax functions, inventory tracking, booth rental functions, unlimited booking, accounts payable and general ledger functions, gift card programs, various management tools, and much more. The entry-level product (Solo Lite) is $295; the top product (Unique Pro Software with Hardware) is $1,185 and includes the software and POS hardware.

       •   Leprechaun Spa & Salon Software (leprechaun-software.com). With everything from a client database with unlimited entries, POS register compatibility, and appointment scheduling to salon/spa marketing tools, this software package was designed by salon owners specifically for salon management. Rather than paying upfront for the software, then paying for updates and service, you subscribe for $59 a month for the standard version; $99.99 a month for the premium edition. You can sign up for a free demo to try it yourself.

       •   QuickPlan Salon and Day Spa (quickplan.com). This low-cost software package is just $195 (or $145 for a download only) and is used specifically to help you write a salon and day spa business plan. It includes templates for the business description, industry analysis, marketing strategy, financial plan, and a five-year forecasting matrix. It also includes employee and operations manuals, and SBA forms to make it easier to apply for loans. You receive a hard copy of the plan, a CD-ROM, and immediate email download access.
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