

https://salonspanetwork.org
https://salonspanetwork.org

MUSE

Multi Unit SalonSpa Exchange

ISBN members say the greatest benefit of belonging to the professional
beauty industry’s only network of multi-unit businesses and attending
our annual Conference is the access to the exchange of real informa-
tion between peers.

To drive this valuable benefit and generate more data dialogue for
members year-round, ISBN is proud to launch a new series of quarterly
MUSE (Multi-Unit Salon/Spa Exchange) DATA Reports.

In these reports, we will share snapshots of data collected from trusted
industry leaders, partners and sources, as well as related perspectives
and trends from ISBN members.

We kick off 2020 with a look at what continues to be a key business
driver for the salon industry, hair color—with a focused look at how sa-
lons are using technology to reduce color waste, optimize color usage
and strengthen color revenue. The other topics our ISBN Data Commit-
tee will explore are:

DATA REPORT S

* Q3: Retail Trends
COLOR ISSUE 2020 « Q4: Consumer Trends

If you have key data points, questions or topics you would like ISBN
to pursue, or better yet ideas for resources or partners who can share
valuable data with the ISBN group, please reach out to me at
valorie@salonspanetwork.org.

Here's to a colorful, successful 2020!

22287 Mulholland Hwy +1 562-453-3995
#600 muse@salonspanetwork.org Valorie Tate

Calabasas, CA 91302 www.salonspanetwork.org ISBN Executive Director
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3-18
58%

76%

Hair color saw an increase of more
than 5% during the first half of 2019.

INDUSTRY REPORT PG. 5 >>

Forecast in color supply cost reduc-
tion by Element Salon in 2020.

CUTTING COLOR WASTE PG. 12 >>

Average cost per application varies
wildly between employees.
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services.
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COLOR RESEARCH 2020 PG. 30 >>
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ABOUT THIS REPORT

METHODOLOGY & OVERVIEW

Please note the content within this deck is for the exclusive use of ISBN
members and may be shared within their organizations only.

This first in a new series of MUSE DATA Reports from ISBN is a
collective effort to share data snapshots, trends and perspec-
tives from ISBN members, sponsors and industry partners.

ISBN's objective is to create a steady (and growing) flow and exchange
of data resources for members to tap into, and to provide a tool to
spark business dialogue, benchmarking, ideas and further exploration
of topics and resources sampled.

This inaugural MUSE DATA Report features a combination of data and
trend “snapshots” from a variety of ISBN members and sponsors who
graciously shared information. We also have excerpts from industry
data leaders Modern Salon Research (via our ISBN media alliance with
Salon Today) and The Kline Group.

We look forward to featuring more members in MUSE snapshots and
more comprehensive surveys, as well as engaging sponsors to partici-
pate in future editions.

Jayson Rapaport

ISBN Board Member &
Data Committee Chair

DATA & RESEARCH CONTRIBUTORS:
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http://bit.ly/37HJfBh
https://www.salontoday.com/
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INDUSTRY SNAPSHOT

SOURCE: The Kline Group + MINDBODY ONLINE
|

U.S. Sales of Professional Hair Care |
Products by Category in 2019 Hair Color

Hair color remains a vital driver for the profes- Conditioners/ 24%
. . . . . Treatments
sional salon hair care industry. Hair color is the
single-largest product category, representing Sg\é';g% _
one-third of industry sales in the United States.
Shampoos 20%
Source: Kline's Salon Hair Care H1 2019
Perming/
Straightening 2%

HAIR COLOR POPULARITY BY METRO *Exceeds 100% due to rounding

Among those who get services three or more times
per year, the following % of the metro areas
received hair color services.

New York-Newark-Jersey City, NY-NJ-PA 45.0%

St. Louis, MO-IL 45.0%

Nashville-Davidson-Murfreesboro-Franklin, TN 42.4%

New Orleans-Metairie, LA 42.3% D I D YO U KN 0W7
Buffalo-Cheektowaga-Niagara Falls, NY 41.9% _ _-

: : : According to MINDBODY Online,
Washington-Arlington-Alexandria, DC-VA-MD-WV 29.8% yearly average spend on salon
Seattle-Tacoma-Bellevue, WA 29.8% or spa services is $492, BUT 28%

spend $612 per year.
Austin-Round Rock, TX 29.7% P $ pery
Atlanta-Sandy Springs-Roswell, GA 29.5%
Houston-The Woodlands-Sugar Land, TX 28.9%

Source: 2019 MINDBODY Wellness Index Report-Beauty in America



http://bit.ly/2tpQuza

ADD MORE COLOR TO YOUR BUSINESS STRATEGY
WITH SMART DATA AND INSIGHTS!

oKline

Deep level of | | Coverage of Hot topic
6 0 + data - from hair care, assessment:
category to skin care, oV
Years of brand and || and nail care s
knowledge in the . /
salon industry Iitem categories
20 allservice || nard-to-rack | [
+ purchases for | | channels for RESEARCH
countries covered select professional SOLUTION
and global view regions hair products V
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INDUSTRY SNAPSHOT (cont)

SOURCE: The Kline Group

FORMULATIONS FOR HEALTHIER
SCALP AND HAIR INTEGRITY ARE
TRENDING, WITH CONSUMERS

OPTING FOR MORE SEMI- AND
DEMI-PERMANENT HAIR COLOR
SERVICES.

COLOR POP

Kline reports a shift in the recent trend of vibrant, pastel,
and silver colors (to accommodate demand for less dam-
aging color “pop” applications and accents), as well as to-
ward more natural, easier to maintain hair color shades.

MUSE DATA REPORT - COLOR ISSUE
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HAIR COLOR = GROWTH

/ Hair color was the fastest-growing

professional salon product category
Top 5 Fastest Growing

in the United States, with an in-
crease of more than 5% during the
first half of 2019.

1. Pulp Riot

2. LAnza

3. Kevin.Murphy
4. Joico

5.  Redken

* Among brands with U.S. revenues >$5M

Source: Kline's Salon Hair Care Global Database

HAIR COLOR =
STRONG REVENUE N\

Hair coloring services are also the biggest revenue genera-
tor in salons, accounting for 41% of U.S. service revenues
from January to September 2019.

Kline reports partial highlights as the best-selling color-
ing service, with 16% of all hair coloring service revenues
in 2019, and color glossing as the fastest-growing color
service.

Fastest-Growing Services

1. Color glossing/toning
2. Bleach and tone
3. Men's lightening

Services in the U. S. in Q1-Q3 2019.
Source: Kline's Kline PRO U.S. Database, Q3 2019.

21%

HAIR COLOR & RETAIL

The importance of hair color is also reflected in salons’ re-
tail success, with the sales of color care products. Color
care is the single-largest end benefit within the “care” cat-
egories (shampoos, conditioners, and treatments).

Care Products Sales by Function

Color care, 21%
Repair/condition, 20%
Moisturizing, 19%
Smoothing/frizz control, 12%
All other, 28%

Source: Kline’s Kline PRO U.S. Database, Q3 2019

41%

Hair coloring services are the biggest revenue generator in
salons, accounting for 41% of U.S. service revenues from
January to September 2019.
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SHAPING YOUR

NODERN
| RIBE

= IN GOOD COMPAN"

Be prepared to get down to business at the only conference
exclusive to senior decision makers from the industry’s
largest multi-location enterprises.

MAY 3 - 5, 2020

HOTEL DEL CORONADO | SAN DIEGO, CA

I @ 22287 Mulholland Hwy#600 Calabasas, CA 91302
562-453-3995 | 877-242-1241 | info@salonspanetwork.org

nternational SalonSpa Business Network
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HAIR COLOR 2020: MEMBERS MUSE ZONA

Frank Zona of Zona Professional reports the three-salon Boston business finished 2019 up about
5% in overall hair color revenue, marking a strong increase in their color business. Many strategies
were at play to support the growth, modernizing their approach to color clientele.

Other trends include:

* Direct dyes and evolving vibrant trend. Zona forecasts an increase in pastels as well as shades
of white and blues, with more options of blending versus coverage or heavy pigments. “We see
clients confident to leave some of their natural white revealed, for instance

* Downward trend: total number of visits per year. With the increase in balayage and away-from-
ZO NA the-scalp services, frequency of hair color visits was down.

PRO FESSIO NAL . _2020 Focus on Men: “Our me.n’s. hair cololr bus.in.ess is currently not signiﬁca.nt, butitisa tqrget

in 2020. We see an opportunity in soft skill training on how to consult effectively. Communicat-
BOSTON, MA 3 LOCATIONS ing with guys in the salon and bridging that comfort gap will be one of our biggest points of
concentration.”

(continued)



ZONA
PROFESSIONAL Cosmo Prof.

BOSTON, MA | 3 LOCATIONS

PROUD SPONSOR OF THE

licensed to

create.

Scholarship

For more information, go to beautychangeslives.org/cosmoprof
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BIOLA4LE HAIRCOLOR

BRILLIANT COLOR
[ERO DATIAGE

NO-LIFT HAIRCOLOR,
LASTS UP TO 20 WASHES

w Scan here to watch .
£ Biolage Haircolor- in action
with @alfredolew!s

; ":z:'EY
féit.}"’:mn
Rl TR
E‘E”i’b&u

CLICK HERE TO LEARN MORE- ABOUT
BIOLAGE HAIRCOLOR:

-hair-color
https:l/www.biolage.com/plant-baged hair-c

*No animal derived ingredient or by product.

BIOIH_@IGE

PROTESSTONAL BT NATU BY CHOICE.


http://bit.ly/36IHZN3
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USING DATA TO REDUCE COLOR WASTE
AND GROW COLOR REVENUE

Source: Jason Facio, Owner, Element Salons, Nashville
elementsalon.com @elementsalonnashville

When Jason Facio traveled from
Nashville to Atlanta for the Data
Driven Salon event in May 2019, he
was on a growth mission. Already
tapped into the ZeeZor network and
in the habit of poring over every P&L
line item for his four high-end Ele-
ment salons, he sensed he could
take his lucrative hair color busi-
ness to a new level of performance
simply by measuring and managing
hair color product usage and waste.
He just needed to leverage the right
system and engage his team.

CASE STUDY

“I'd really been looking at all types of new tech-
nologies to grow my business, from front desk
to back bar,’ Facio recalls. “I'd heard about
some of the systems to measure and track
color usage, but others were brand new to me,
so | talked to every vendor | could.”

When he sat down with Josh Howard and the
Vish team, Facio soon realized he'd found a so-
lution that made the most sense for his busi-
ness. By July—two months later—he agreed to
implement it.

“Of all the systems | looked into, Vish required
the least amount of behavioral change from
the stylist,” Facio notes. “The only step profes-
sionals need to add to their existing color pro-
cess is to reweigh the color bowl or bottle at
the end of each service” Once that becomes
routine, Facio says, the savings—and other

benefits—are obvious and rapid. (continued)


http://bit.ly/2vt4Oav
http://instagram.com/elementsalonnashville
http://bit.ly/2UlvLHR
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USING DATA TO REDUCE COLOR WASTE
AND GROW COLOR REVENUE

Source: Jason Facio, Owner, Element Salons, Nashville

Element Salons: Background, Objective, Implementation

Facio knows a thing or two about fast growth. After working at the front desk for 10 years, he purchased his first Element
salonin 2013, a single location with six stylists, from the previous owner’s estate. He added new business processes, partner-
ing with Summit Consulting and L'Oreal Professionnel for hair color. He soon bought another location, then opened two more,
growing from six to 60 associates, most specializing in color.

“Business was strong last year, but | was looking to secure more vertical revenue in hair color,’ Facio explains, partly to de-
fend against a potential decrease in retail sales lost to e-commerce and other channels, but mostly because he believed Ele-
ment was leaving money on the table—specifically in the color bowl and by under-charging for services.

Percentage decrease
“Once | said 'let's do it, to Vish, they immediately committed to fly someone to Nashville to help us launch,’ Facio says. “They n °_°'°r SUPP'Y costs
did a great job, with all-day meetings and trainings at each location.” Facio ;;;ngs for
How it Works

Vish is an online solution--a group of apps--to help salons’ measure, manage and grow hair color business. The system includes a Bluetooth enabled digital
scale connected to a tablet (Element uses iPads) for colorists to access the Vish app in the dispensary or at the color bar; a cloud-based web app or dash-
board for owners to view reports, manage inventory and more; and a front desk app to streamline communication and eliminate guesswork and paperwork
between colorists and the front desk team at checkout. According to Facio:

* Element colorists log in, pull up a client record, input a formula, and to weigh the hair color bowl or bottle as they mix the formula before each color
service.

* At the end of the service, the colorist logs in to the iPad again and reweighs the same bowl or bottle—a critical step, even if empty. The whole process
takes about 20 seconds.

* Vishrecords and tracks product usage data, automatically recalculating the formula “for next time” to the actual amount of product used, in the same
ratio, thus eliminating future waste.

(continued on next page)


http://bit.ly/2UlvLHR
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Stylist, hair color service and product
inventory details are pre-loaded into the Vish

system and can be updated regularly.

(continued)
* The app tracks how consistently colorists are following through with the reweigh of the color bowl at the end, an important metric.

* The system can also aggregate and report the average amount of product used per type of service, as well as the actual product cost per service, all
useful data for proactive salon owners or managers to have at their fingertips.

Multiple Benefits

Facio says implementing a system like Vish delivers many advantages.

1. It helps manage product waste by making people aware of how much hair color they are actually using for a particular service and automatically
rightsizing the formula,” he says.

2. Because the Vish app can communicate with the front desk, everything that gets measured gets charged. If a colorist adds a gloss service last
minute, they don’t have to remember to add it to the ticket. The front desk can see what was mixed and measured, and charge for it. Nothing gets

forgotten. It’s like a new source of revenue.”

3. The third advantage, according to Facio, comes from being able to know precisely how much product a salon is using per each type of service, and
being able to calculate actual product cost per service. That data can help fine-tune service pricing, and shape other areas of the business, too.

(continued on next page)



USING DATA TO REDUCE COLOR I —
WASTE AND GROW COLOR REVENUE (cont)

Source: Jason Facio, Owner, Element Salons, Nashville

“Salons typically incorporate service charges to help pay for products, usually a guestimate and a flat fee,’ Facio says. “Some might allocate $3 per ser-
vice, for instance, at the same rate whether a haircut or full head of highlights or gloss is given. Vish allows us to see exactly how much we spend, so we
can decide how to manage or pass along that expense more effectively and transparently.”

In the future, Facio can even envision an itemized “parts and labor” fee model, with a modest markup on the products. “The receipt would be completely
transparent for the stylist and the guest,’ he says, admitting he wants the Element team to be completely comfortable with Vish before testing new
strategies.

Positive Progress
The way things are going with Vish and Element salons, however, Facio may not have to wait too long to start experimenting.

“Right now, the only metric we care about, the only one we talk to our team about, is our reweigh target,’ he says. “The technology will automatically take
care of the waste issue as long as we are consistently weighing color bowls before and after the service.”

The goal as a company and for each colorist is to execute the reweigh step for 90% of all color services, and Facio says that within just five months of
launching Vish, they are already hitting 87%.

“We meet once a month individually with colorists to discuss their numbers,” he says. “We keep it positive, helping them realize we are not looking to call
out anyone for how much hair color they are using. Waste shaming is not at all what the Vish system is about. We only want to help them adopt a new
habit, to remember to take their bowl, whether empty or not, and put it back on the scale again instead of going straight to the sink. It's a very simple
change in behavior for a huge return.”

Facio forecasts a 30% decrease in hair color supply cost in 2020 versus 2019, given shifts Element has tracked since implementing Vish. He anticipates
enough of a bump in additional revenue in the future from adjusting or separating out product costs and service pricing to be able to fund other initiatives
important to long-term growth of the business.

“Based on projections, it would be enough to allow us to provide health insurance and possibly paid vacation as early as 2021," he says.

87% 57% 30%

(continued on next page)

Reweigh rate after six Reduction in the average Overall forecasted color
months of implementing cost per application in the supply cost reduction in
Vish. Their target is to get first six months. 2020 versus 2019.
to 90%.



http://bit.ly/2UlvLHR

If a salon wastes 25% to
40% of haircolor (which is
the industry average), that
means about $1.25 to $2
is being poured down the
drain every time a stylist
mixes and applies color.
Josh Howard, CEO of Vish

(continued)

Challenges and Culture
With any change to a salon process, there are go-
ing to be a few hiccups. Facio found the ones with
Vish to be quite manageable.

“We had some early learning around connectivity:
one scale connecting to the opposite iPad, like
two phones trying to connect to the same speak-
er. Just speed bumps”

Salon culture played a big part in keeping every-
one focused on success. “We didn't just jump in;
we have a plan and a goal and we help each other
Facio says. “In team huddles, we talk about what
our reweigh percentage was last week and do a
group cheer to celebrate milestones.

Reweighing the Benefits

“In a few months, Vish has become an integral part-
ner in the most profitable segment of our business,’
Facio concludes. Element even tracks inventory
and orders color based on Vish reports.

“Instead of tearing tabs off of color boxes and
counting up what we need, now we know down
to the gram how much of each color shade we've
used.

It's also another incentive to encourage Element
colorists to use the Vish system consistently.

“If you are not reweighing, you're going to run out of
your favorite shade,” we explain. No colorist wants
that to happen. Follow the system and you'll have
access to all the color--and color data--you need to
succeed.


http://bit.ly/37LjQqk

LET IT STAY
ORLET IT GO.

YOUR CLIENTS ARE UNIQUE.
DON’'T THEY DESERVE A UNIQUE
HAIR COLOR?

COLOR DIFFERENT

ELUMEN

The first and only
direct dye system.
Long lasting and
semi-permanent color.
Dedicated care line.

Full flexibility.

SEE A GOLDWELL CONSULTANT FOR MORE DETAILS
OR VISIT GOLDWELL.US
#ELUMEN #ELUMENPLAY
#COLORDIFFERENT #ELUMENATOR
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" MEASURING COLOR SUCCESS

Source: Vish CEO Josh Howard SPONSO D

FEATURE

“Vish is a tool to help salon owners and managers really understand their hair color business and run it effectively. It's not a magic wand to just drop in and
revolutionize business. But it is the future.”
- Josh Howard, Vish CEO

Most salons today run a profit on certain services and a loss on others, acknowledges Vish
CEO Josh Howard. And with the right tools and data, most could do better.

Vish color management software system gives salon leaders a tool to analyze exactly how HOW DOES |T WORK’

costs of goods and product waste per service are impacting the bottom line, and insights to
guide adjustments to improve profitability across the board. To get a multi-salon owners' view on

implementing the system, and to see the
results the business is experiencing after
just six months, check out the

Element Salons case study on page 12.

For key takeaways Howard and the Vish team put together exclusively for ISBN members
on how measuring color usage can drive hair color business, see the following report. It's
based on insights and data gathered from the more than 200+ salon businesses using the
Vish system globally.

VISH AT A GLANCE

Vish is an online solution—-a group of apps--to help salons’ measure, manage and grow hair color business. The system in-
cludes a Bluetooth enabled digital scale connected to a tablet for colorists to access the Vish app in the dispensary or at the

(continued on next page)
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MEASURING COLOR SUCCESS

Source: Vish CEO Josh Howard

30% 20%

AVERAGE HAIR COLOR WASTE GROSS PROFIT VARIANCE

On average, hair color waste calcu- On average, the gross profit per
lated by Vish is greater than 30%. service calculated by Vish varies
by up to 20%.

$3-18

COST PER APPLICATION

The average cost per application
variance between employees per
application.

(continued)

color bar; a cloud-based web app or dashboard for owners to view re-
ports, manage inventory and more; and a front desk app to streamline
communication and eliminate guesswork and paperwork between col-
orists and the front desk team at checkout.

Vish launched in April 2018, with ongoing upgrades and enhance-
ments implemented seamlessly via the app-based platform. Vish is
currently developing a global dashboard of cumulative hair color data
and trends for customers to use to benchmark.

Learn more details and meet with Vish CEO Josh Howard and team at
ISBN's annual Conference May 3-5 at Hotel del Coronado in San Diego.

MUSE DATA REPORT - COLOR ISSUE

HAIR COLOR REALITY CHECK

Howard says the most powerful factors affecting the overall
state of the professional salon hair color business for salons
are:
1. Hair color waste is on average greater than 30% across
all salons.

2. Hair color services are not equally profitable.

3. There is no standard amount of color per service being
dispensed by stylists.

“Most salon owners are operating under the belief that styl-
ists are using the recommended amount of color per service
(i.e. 40g of color for a single process), but through our analy-
sis, this assumption is flawed," Howard says.

WHERE THE MONEY IS

With respect to service profitability, bleaching services (high-
lights, balayage, etc.) are consistently the only services that
generate a healthy profit margin, Vish reports show. This is
due to high service revenue for the time taken and low product
cost.

The least profitable services are toners/glossing services,
which have high product cost and lower service revenue. “This
is alarming because we see glosses and toners as the second
or third most popular services in the industry. Furthermore,
salons are running a massive variance in gross profit across
all services (see chart 1)

Howard says that, historically, salon owners have been pric-
ing their services on average gross profit margin and unsound
assumptions. The standard in the industry is to look at total
product cost compared to total service revenue.

(continued on next page)

19


http://bit.ly/2S0KFAg

20

MUSE DATA REPORT - COLOR ISSUE 2020

(r, Tall )
(continued)

“While this calculation gives salon own-
ers a macro view of their color business,
it does not actually help them understand
where they can improve. Typically, we see
a 20% variance in gross profit per service,”
he explains.

PRODUCT USAGE

“Just as alarming, is product used per ser-
vice per stylist, Howard says. We see vari-
ances in average product used per service
per employee ranging from $3 per applica-
tion to $18 per application.”

There are a variety of reasons that contrib-
ute to the difference of product used per
stylist. Vish is working on a multi-variant
analysis to determine the most impactful
factors affecting the outcome, i.e seniority
level of stylist, services performed per day,
product type, etc.

These numbers seem extreme because
they are, Howard concludes. “Salons have
been operating costly hair color inventory
based on the honor system, and stylists
historically have had no incentive to be
efficient-they are driven by speed.”

BEFORE: SALON EXAMPLE

Source: Vish CEO Josh Howard

# of Base Product Gross Gross

Service Services Price Dispensed per Profit Profit

Service Margin
Single Process 1279 $59.00 $6.93 $§22.57 48%
Half Foils 773 $79.00 $3.74 $35.76 45%
Toner 545 $27.00 $6.02 §7.48 28%
Gloss 389 $42.00 §7.23 $13.77 33%
Crown Foils 353 $49.00 $2.40 $22.10 45%
Single Process 260 $59.00 $6.38 $23.12 39%
Full Foils 196 $109.00 $6.51 $47.99 44%
Balayage Highlight (Full) 34 $134.00 $4.44 $62.56 47%
Balayage Highlight (Half) 32 $99.00 $3.04 $46.46 47%
Balayage Highlight (Face Frame) 16 $59.00 $1.17 $28.33 48%
41%

Chart 1 - Typical service menu and product cost for one location of an 8-chair salon in North America. This chart
shows 6 months of usage. Gross profit margin is $93K USD.

PRICING PROBLEMS

Howard also notes that salon owners typically do not price permanent color services differently than
semi-permanent applications, even though the price per application is significantly different.

“Most salons carry multiple manufacturers within their salon due to preference of certain products
for certain applications. Vish has collected data and will be looking at the most profitable color lines
(manufacturer) and efficiencies within and across the lines (i.e. comparing profitability of permanent
color brands within a salon and globally).


http://bit.ly/2UlvLHR

AFTER: VISH RECOMMENDS

Source: Vish CEO Josh Howard

# of Vish Change in Gross Gross

Service Services Suggested  Service Price Profit Profit

Price Margin
Single Process 1279 §72.86 $13.86 $36.43 50%
Half Foils 773 $86.47 $§7.47 $43.24 50%
Toner 545 $39.04 §12.04 $19.52 50%
Gloss 389 $56.46 $14.46 $28.23 50%
Crown Foils 353 $53.79 $4.79 $26.90 50%
Single Process 260 §71.75 §12.75 $35.88 50%
Full Foils 196 §122.01 $13.01 $61.01 50%
Balayage Highlight (Full) 34 $142.88 $8.88 $§71.44 50%
Balayage Highlight (Half) 32 §105.07 $6.07 $§52.54 50%
Balayage Highlight (Face Frame) 16 $61.35 $2.35 $30.67 50%

50%

Chart 2 - once you understand your ACTUAL gross profit, Vish recommends the price you should charge. These new
rates on 50% gross profit margin for all color services. We recommend to not pay commission on the product cost. In this
salon example, the gross profit with Vish is $137K USD (increase of $43K+ in profit).

WEIGHING SOLUTIONS

Once a salon or salon group begins utilizing Vish and stylists adopt the consistent practice of weighing
and reweighing the color bowl or bottle with the digital scale connected to the Vish app (Vish assists
with training), the issue of product waste is managed and reduces automatically. But it's the other in-
sights and data the salon owner and managers receive from Vish that add even more value.

(continued on next page)




MEASURING COLOR SUCCESS

Source: Vish CEO Josh Howard

(continued)

“You start seeing who is most profitable per service on your team with product usage, and exactly
how much you could save if everyone would be as efficient,” Howard says. That data can be used to
guide group classes or one-on-one education on application techniques, for goal setting, incentives
and more.

Howard says the Vish team recommends salons target a profit margin of 45% or more on all color ser-
vices, but works with each salon customer to customize their rates per service, setting up a product al-
lowance per service and an option that triggers an automatically marked up “Extra Product Charge” fee
to be added to the service ticket when a stylist exceeds the product allowance per service with a client.

HOW DO HAIR COLOR BRANDS FEEL
ABOUT REDUCING COLOR WASTE?

Howard says reaction from the major hair color
manufacturers has been positive, and that inno-
vative brands don'’t see Vish as a threat but as a
benefit to drive the health of salon business.

“Technology is hitting and changing every indus-
try, and ours has the opportunity right now to
digitize the color bar’ Howard says. “Yes, it can
cut into hair color sales in the short term, but the
relationship between the salon and the manufac-

turer strengthens overall. No one benefits from WHAT SURPRISES SALON OWN-
salons losing money on color waste or lost ser- ERS MOST ABOUT VISH

vice charges. With the savings, salons can rein- . Variability in how much hair color product per
vest in growth, hire more people and open more service is used by their stylists

M n
locations. . Fastresults: how quickly they see substantial
reduction in product waste

WANT TO SEE MORE AND VIEW SAM- [ ittt
PLE REPORTS? REQUEST A DEMO. >> ¢ :



http://bit.ly/2S0KFAg

MEASURING COLOR SUCCESS

Source: Vish CEO Josh Howard

FIVE RECOMMENDATIONS TO IMPROVE PROFITABILITY

AND EFFICIENCY

#1 - Don't pay commission on product
costs.

Be sure you back out the actual average product
cost per service. This means being sure you know
what those costs are and can back them. Applying
an “average” product fee per service or client does
not reflect salon reality. This is particularly amplified
in larger salon organizations, Howard notes.

#2 - Be sure your add-on service system
is working.

Be sure you back out the actual average product
cost per service. This means being sure you know
what those costs are and can back them. Applying
an “average” product fee per service or client does
not reflect salon reality. This is particularly amplified
in larger salon organizations, Howard notes.

#3 - Stop treating add-on services as
discountable

Instead position as a luxury services or upgrades.

#4 - Eliminate hair color waste.

Automating the process delivers proven results,
reducing inventory purchases by 25-40 percent
for many salons, as well as an increase of 5-15%
in color revenue due to no more “lost” or forgot-
ten service charges against add-on products
used.

#5 - Effectively price your services.

Knowing the actual product cost per service-as
well as the time and labor involved--helps ensure
the salon can evaluate and price services appro-
priately and can achieve a consistent profit mar-
gin per service, including the option to charge ac-
curately for incremental product used per
service.


http://bit.ly/2S0KFAg
http://bit.ly/2S0KFAg
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HAIR COLOR 2020
MEMBERS MUSE RATNER

RATNER COMPANIES

Norfolk, VA | 800+ LOCATIONS
Source: Phil Horvath, President and COO

Hair color remains a hero service, says Phil Horvath, president and COO of Ratner Com-
panies, which includes Hair Cuttery locations nationwide, as well as Bubbles, Salon
Cielo and other brands. “It's one segment consistently driving growth for salons in one
shape or form.”

Diverse appeal: “We see so many segments of consumers really enjoying and seek-
ing hair color services. From GenZ to Boomer, the motivation for more color is strong.

Value sector: “Our color business is thriving as we help more consumers want to
experience lower cost and lower maintenance options.

Trending: Balayage is a driver, as are fashion colors at all ages—especially doing
more “pops” of color.

Men's color: We still see some success in gray blending for guys, but for younger
clients, blonding and highlights are becoming more common.

Focusing on: Developing the category strategically and more effectively. “Hair color
is one of our 7 key imperatives for business in 2020, Horvath says. “We see value in
growing the business because we measure and know that our color clients are more
loyal and spend more on retail products.

Education updates: “We are investing in more hair color training in 2020, because
customers expect and deserve it



http://bit.ly/2UlvLHR
http://bit.ly/36JfEpI
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http://bit.ly/319zidr

INSIDE THE NETWORK

Wonder how fellow ISBN members are doing with color biz? Here's 5 snapshot, based on recent

analysis of service menus and interviews.

Foil or Highlights
Pricing

59779

Average starting price of a full set of highlights.
+  Most common price was $70
+  Lowest starting price was $38.50
+  Highest starting price was $162

Balayage

ISBN members

interviewed cited balayage and

hair painting as one of the fast-

est growing segments of their
color business.

Single Process
Pricing

503.12

Average starting price of a single process color.
Most common price was $50
Lowest starting price was $20.60
Highest starting price was $124




INSIDE THE NETWORK (cont.)

. Gray Single Highlights  Balayage
Gray Bl_endmg Blending Process
Services
Great Lakes $48.67 $56.20 §78.75 $105.50
$ 4 ( ! 8 5 Midwest n/a* $62.00 | $94.00 n/a

. Northeast $44.00 $64.63 $107.41 $125.15

The average price ISBN members Pacific Northwest $42.50 $53.53 $93.13 $113.50

charge for gray blending. Of all mem- Southern States $34.17 | $60.54 | $91.50 | $109.73

bers that offer color services, only

50% offer a men’s specific color. Only West Coast n/a* $71.00 $120.33 $173.76

20% have a specific section targeting

male clientele. ]
*Sample size too small

West Coast Salons have
the highest average price for all
color services.

1. Highlights - $120.33
2. Single Process - $71
3. Balayage-$173.67
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GOLDWELL.

COLOR GROWTH

According to trend experts at Goldwell:

Blonding and hair painting remain the services most
likely to motivate clients to choose the skill and ex-
pertise of a professional colorist.

Colorists are becoming more creative and experi-
mental with new techniques of hair painting, like Ox-
egenation, a multi-layering of tone-on-tone colors that
gives a hazy, soft effect. It is accomplished by hand
painting the strongest concentration of color at the
regrowth area and blending to a lighter tone of the
same shade at the mid-shaft using free-hand tech-
niques.

Demand for vibrant and pastel shades remains strong.
However, we also see that clients want the ability to
experiment with bright, bold color without the com-
mitment of permanent color. In response, Goldwell
introduced Elumen Play, a semi-permanent line of in-
termixable pastel and vibrant shades.

Pink, blue and violet are our most popular shades.

HAIR COLOR &
INNOVATION

« Sustainability is an area of increased importance

to many of our salons, which is a trend we ex-
pect to see grow. We encourage Goldwell salons
to join Green Circle, and those who did diverted
59,000 pounds of waste via the program last
year.

+  We are also seeing more ingredient-conscious

consumers. To address their concerns, we
launched Nectaya, our ammonia-free permanent
hair color line and Elumen, a direct-dye color line.
Both lines appeal to clients who want healthier
hair by offering improved hair structure. Elumen
is also a safe alternative for clients with allergic
reactions to oxidative colors.


http://bit.ly/317yANQ
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L wtisa

“COLOR BAR"
RETAIL

+ Time- and money-crunched clients continue to
stretch the time between salon appointments
and search for solutions to help keep color
looking salon fresh at home.

M E N 'S HAI R + Retailing professional color refreshing prod-
ucts, like the Goldwell DualSenses Color Con-

ditioners and Root Powder, while educating cli-

CO LO R ents of the benefits of going to a professional

stylist vs. at-home color, will help to both build

. . retail sales and strengthen client loyalty.
* Qualitatively, we hear that men are still very SNl ES e SIAE L IEn I CTE]

private about hair color use and prefer an ap-
plication that is more “discreet” than bowl and

brush. ey

* The ability to apply the Goldwell Men's Reshade
directly on to the hair is part of the appeal of
the line to salons, barbers and clients.


http://bit.ly/317yANQ
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BEAUTY PULSE COLOR RESEARCH

Source: Source: Salon Today Beauty Pulse, Modern Salon Research, Bobit Business Media

In November of 2019, Salon Today launched an
exclusive Beauty Pulse “fast” survey in collabora-
tion with ISBN on the topic of hair color business.
Responses representing 140 salons, spas or bar-
bers from within the Salon Today and Modern Sa-
lon database and balanced geographically across
the U.S. were completed. All respondents offer
hair color services; 15% report multiple locations.

Below the Line Opinions on Color Trends

In 2015, Modern Salon Media conducted a large research project to help provide quantitative
data around color trends and expectations in the market. Five years ago, the number one
reason all women surveyed—home color consumers and salon clients combined—say they
colored their hair is to cover gray/look younger (46%), followed by a desire to look and feel
more attractive, and the “need to make a change.” At that time, the major opportunities in the
market were to convert home color users. Today, many salons are also focusing on potential
in the men’s market, the evolution of vibrant trends and the ballooning of an older demograph-
ic as millennials start graying.

The Salon Today/ISBN “Beauty Pulse survey asks respondents to forecast these future color
op-portunities and benchmarks what they expect from color brand partners.


http://bit.ly/2UlvLHR

types of color services or sales into 2020 than in 2019?
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Q1. Do you expect your business to do more, less or the same of the following

Source: Salon Today Beauty Pulse, Modern Salon Research, Bobit Business Media

Key findings:

About 60 percent of survey respondents pro-
ject they will do more hair color services for
female clients in 2020, whether those clients
are age 35 and above or younger than 35. Less
than two percent forecast any decline in color
services among women clients.

Also, strong growth is projected for: Color Care
Retail, Balayage and Conversion to Gray/Gray
Blending.

Only 16% forecast Vibrants/Pastels services
down, with about half seeing a flat year for the
category, and nearly 30% anticipating contin-
ued growth into 2020.

Balayage/Hair Painting

55% MORE

33% SAME

7% LESS

5% N/A

Color Care Retail

Vibrant/Pastel/Fashion
Colors

59% MORE

33 % SAME

3% LESS

5% N/A

28% MORE

48 % SAME

16% LESS

8% N/A

Conversion to Gray or
Growing Out Natural
Gray

Men's Color Services

51% MORE
44% SAME

4% LESS

1% N/A

29% MORE

52 % SAME

9% LESS

10% N/A


http://bit.ly/2UlvLHR
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BEAUTY PULSE COLOR RESEARCH

Source: Salon Today Beauty Pulse, Modern Salon Research, Bobit Business Media

Q2: What percent of your salon, spa or barber business’ male clients do you
estimate currently receive professional hair color?
Key findings:

While 88% of respondents indicated some of their male clients received profes-
sional hair color, 77% say less than one-fourth of their male clients do so.

Over 28.97% of the US population is over 55, with the
median age of men being 36.8.

25%

75%

- 75% Do Not - 25% Currently
Receive Color

Receive Color

&3 $41.50

The average men'’s hair color price of the ISBN mem-
bers that offer a men’s color service or gray blending.



BEAUTY PULSE COLOR RESEARCH

Source: Salon Today Beauty Pulse, Modern Salon Research, Bobit Business Media

B2B Color Trends

Are you demanding more? When asked the same question

5: What do you see as the greatest opportunity to grow your hair color
Q y 9 PP ytog y about what their expectations were related to their color sup-

business and profitability in 2020? What tools, resources or trends will ST, s ReTdEnS (o Meta: Seion 205 Sy s
you tap to make color growth happen? a number of key business requests significantly lower than
those who answered the current Salon Today/ISBN Beauty
Pulse survey about their expectations for 2020. In 2015, less
than half of respondents thought accessibility, business sup-
port, samples, sales incentives flexible minimum purchases
2 and personal attention were critical.

1

The largest increases in expectations from 2015 to 2020 are:
1. +25% increase in samples

2. +25% in customer support

_Bala age & Hair Paint- Gray Coverage & Gray 3. +24% increase in sales incentives

Ing Services Blending Services

“We now offer a quick balayage face-frame ‘My boomer clients are aging alongside me. 194: What ?\0 you ?r your (iplor,i,Sts expect
to introduce clients to hair color.” They want natural color and easier mainte- rom your hair color suppliers:

nance. Some are deciding to grow out their
gray, but still want it to look good with their skin

tone.”
S . -
s e
& S o &
[= n £ < o
E D ORE B 7
.2 € a a | Q 3 > 5
= = s = B o = £ Bl o
3] % T » = 3 € S N &
y Y M PRl BN
- - - ’ - - 2 - 9 © 7] O B - 22
Education & Training Men'’s Hair Color 3 Bkl E . M =
- 52 7 K < =
+ Social Media Services a = B 8 = Bl S8
. L . , , . . e € FEN e
‘Continuing education is still the key to grow- Men’s hair color will be our first focus to & 3 o N <
ing hair color business. But we'll also work grow in 2020." =
with a social media consultant to learn how
to better showcase our color and find new PRIMARY
clients. expectations

SECONDARY
expectations
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HAIR COLOR 2020: MEMBERS MUSE

“We're still finalizing numbers
2019 numbers, but it was a strong
holiday season, and hair color re-
mains our number one service,
according to Ulta Beauty Sr. VP
Services and Trend Nick Stenson.
Sales growth in hair color busi-
U LTA BE AUTY ness year over year is substantial,

he says, although clients did wait
CHICAGO,IL | 1,200+ LOCATIONS longer to take care of holiday hair

zourc_es:;r. VP S;rvices/'::rend Nick Stenson and color and cuts in 2019. “There was
t t - -
EATNE PHECTOr SIHON Barver a big, last-minute push at the end.”

Dimension is driving appointment stretching.

“In the past, clients couldn't go 4-6 weeks between color touch-ups. As trends have
evolved to more balayage and babylights and away from the root or scalp applications,
Stenson says it is important to create other opportunities to get clients back in for color
support.

Darker shades and tone-on-tone opportunities

“We're seeing more conversation about what is happening in the brunette market, now
adding dimension to a darker hair story, with more shine and color enhancing treatments.”

Twilighting is a new trend.

Again, Stenson sees more excitement for brunettes, specifically around a warmer pal-
ette, reflected “as the golden hour transitions into evening tones.”

HAIR BY ULTA BEAUTY PRO AND DESIGN TEAMS



http://bit.ly/2UlvLHR

MEMBERS MUSE: ULTA

(continued)

Semis and demis grow.

Ulta colorists are prescribing semi- and demi-permanent applications, touting ease and less time
for a glossy end result, to fill the gaps between what has become an every 8-to-10 or 12-week
highlighting calendar.

New color tools.

Stenson says 2020 is the year for salons to coax a guest who has been comfortable as a tradi-
tional brunette to experience a new level of custom color, with timely launches of new color series
and care products to support salons’ efforts.

BIG IDEA: Design Teams
Watch Nick's BIG IDEA from 2019 focused on creativity at WATCH NOW >>

ULTA and how that's delivered real results.

ULTA BEAUTY TOP 3 PERFORMING
HAIR COLOR SERVICES IN 2019

PHOTO:ULTA PRO TEAM

Highlights (full, partial or root blend)

. All-over color (gloss, multi-tone)

Specialty color (root touch-up, color
correction, gray blending)



http://bit.ly/3aYm5sA
http://bit.ly/2GFtNcY

MEMBERS MUSE: ULTA

Ulta Beauty Creative Director Ammon Carver also sees overall consumer trends that support in-
clusion and diversity aligning with hair color, as part of a general shift towards conscious beauty:

* Color mentality: “Think about what's happened with balayage and vibrant hair color he says.
“There's so much more acceptance, experimentation and openness about color, from all types
of clients.

* Health and sustainability: “Consumers are so much more aware of where their hair color and
other products are coming from and what the company'’s position is on ingredients, packaging,
the environment and more"”

* Values-driven demand: “GenZ kids are our next big customers. They use technology and per-
sonal passion to connect with companies that share their world values, and smart salons and
brands will think ahead on how to secure loyalty as consumers and talent.

* Value-based expectations: People remain accustomed to getting the most bang for the buck,
wanting hair color and other salon services that help them stay beautiful and on-trend while
protecting the pocketbook. “The birth of balayage came about because of recession, but it's
still here today,” Carver says.

Another key takeaway? Carver doesn't see the huge spike in vibrant hair color slowing down.

“We eliminated the fear factor of trying on extreme shades, and now the shift is to select applica-
tions that don't damage or create irreversible change to the hair. Instead of saturated colors, we'll
do more smoky and pastel looks. There is still an energetic vibe, but in 4-6 weeks, the client can
try something else.

To that point, Carver sees steady increases for options like layering an accent color over a single
or small section highlights, and for weekend color glosses designed to wash or fade out.

Carver also notes an uptick in using extensions to add color without affecting the base color at
all, and he believes more clients will opt to purchase hair to sample variable colors while preserv-
ing the integrity of their locks.

ULTA BEAUTY'S NICK STENSON AND AMMON
CARVER AT NAHA 2020. CARVER WON MEN'S HAIR-
STYLIST OF THE YEAR.
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PENZONE SALONS + SPAS

COLUMBUS, OH 6 LOCATIONS
Source: Debra Penzone, CEO

Even after a “killer performance year in 2018" in sync with a company-wide rebranding of the 50-year, six-location, high-end salon business, CEO Debra
Penzone says Penzone Salons + Spas achieved 3 percent growth in hair color business in 2019, and projects color will continue growing into 2020.

* Hair color represents a large and growing portion of our business overall, with a strong base of gray coverage and all-over color among existing
and longer-term clients,” she says.

+  “Along with new branding and a new generation of clients, we've seen boosts in balayage and fashion colors.” Specifically, balayage/ombre ser-
vices saw the biggest growth in 2019, with a 31% increase over the prior year.

* Refreshing retail: Hand-in-hand with service trends, Penzone reports strong sales of take-home color shampoos and conditioners to help extend
fashion colors and further capitalize on the trend and help clients keep hair feeling and looking healthy.

* Proof in the consultation: Penzone professionals now build structured consultations into every service, so were able to
quantify substantial increases in consultations focused on balayage and ombré services in 2019.
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(continued)

» Branding foils: For clients who still prefer to be “blonde over blonde,” Penzone Salons + Spas
offer and celebrate foiling as a Grand Highlights luxe service.

» Natural appeal: For guests feeling more comfortable with a more root-y, natural vibe, Pen-
zone says colorists are offering more blending options and helping clients embrace—but still
enhance—those options.

* Gender-fluid: As part of Penzone's updated approach to all things beauty, she notes their
businesses no longer market or track any services or clients according to gender at their
salons, spas or even barbers.

“We want everyone to feel comfortable and confident exploring whatever color options or other
services work well for them,” Penzone says. “Our Salons + Spas can take care of you whether
you're 80 or 16. We focus on the human guest and make them feel their best selves.”

31% 3%

Percentage increase in balayage/ombre The overall growth in color business from
services in 2019 over 2018. 2018 to 2019 for all locations.

BIG IDEA: Reinventing Your Brand

Watch Debbie’s BIG IDEA from 2019 focused on reinventing WATCH NOW >>
a successful and well-known brand.



http://bit.ly/3aVDvG1
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MUSE DIRECTORY

Help support the sponsors and contributors of the first ever ISBN Data Report. These companies are dedicated to the success of ISBN and it's
membership.


http://bit.ly/2S0KFAg
http://bit.ly/37HJfBh
http://bit.ly/38KQmcq
http://bit.ly/37K7PBB
http://bit.ly/2UlvLHR
http://bit.ly/2GEMMEI
http://bit.ly/2Ua6Iap
http://bit.ly/2OcRDB8
http://bit.ly/2u40bn1
http://bit.ly/2OebL5N
http://bit.ly/317yANQ

MUSE TOGETHER MU’E

Thank you for exploring this first MUSE DATA Report. Let us know:

What you find most useful or interesting from this edition

How you are sharing with your team

What DATA topics you'd like ISBN to feature in future reports

What DATA or trends you can contribute from your organization

What other DATA sources ISBN should tap into, with your support or recommendation
How your hair color business is doing—additional thoughts for follow-up!

S

Up next quarter will be TALENT TRENDS, which will play well into our ISBN Conference
this May 3-5, 2020 in San Diego, CA which will focus on Shaping Your Modern Tribe.

We hope this new program, focused on delivering data and trend report, adds depth,
meaning and value to your membership of ISBN.

International SalonSpa Business Network
salonspanetwork.org

22287 Mulholland Hwy #600
Calabasas, CA 91302

+1 562-453-3995
muse@salonspanetwork.org
www.salonspanetwork.org

SCOTT MISSAD VALORIE TATE DEANNA RAMIREZ MICHELE MUSGROVE

ISBN President ISBN Executive Director ISBN Assistant Director SBN Communication Director

CEQ, Gene Juarez Salons & Spas @
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