Note that the proposed figures are pro-forma based on typical figures they don't represent a specific salon and there will be differences when a specific salon is considered.

Key point from the figures is that the majority of cashflow for the first 2 years is paid to the vendor for vendor finance.

Amortise the equipment, fitout and goodwill all over 10 years. i.e. plan to completely redo the fitout and equipment every 10 years.
Include a description/table of the key figures as a full P/L and balance sheet is quite complicated to read even if you know what you're doing.



Purchase Price 

80k



Purchase Terms

40k cash + 20k p.a. over 2 years



Revenue


200



Operating Expenses

160



Net Profit


17



Staff



3 full time

Get the pro-forma balance sheet checked by an accountant for credibility purposes with investors.
Sources of funding: saved money, vendor finance, bank: credit card/personal loan/overdraft, equity investors friends/family emma, dave etc
Part-time office manager and/or senior staff member: bank cash each day, collect parcels, order supplies (me: pay bills/salaries) both: keep bank records

Potential investors: emma/cleo, dave, cliff, Robert hook
Avoid equity investors if possible. Positives include more working capital with less stress of financing problems, and also extra ideas and advice input.

Equity investors option:


Form a company


Parcels of 10K – 30K investments


Me to have a CEO/MD title


Salaries for melody and myself


Pay 10% of annual profit in dividends


Option for me to buy them out for 30% return in first year, 30%+20% in second year, 20%+20%+15% in the third year onward to avoid exponential growth and reflect reducing risk.


Quarterly report to shareholders

What if someone wants to get out, should have an option for the company to buy-back the equity but setting the buyback price could be difficult.


Issue myself more equity over time to reduce the other’s percentage hold in the business

Use vendor financing even if cash is available to preserve cash balances for working capital/expansion as it is interest free/no collateral almost free money.

SAVED UP TO HERE

Promotions


Voucher to bring a friend in and you both get 25% discount, hand out to every customer for a 3 week period (i.e. once for every unique customer)


Pamper gift packs – combine haircut/facial/massage into a pamper pack and market through magazines, massage outlets etc for birthday gifts also target male settings like car magazines in regards to gifts for women

Advantages


Hairdressing like bars is an industry that suits the owner not actually working there on a daily basis (except one-man salons), contrast newsagents and motels where the owner usually works in the business

Business card for each hairdresser to hand out to walk-in customers to encourage repeat visits.

Make occasional follow-up calls to customers to find out what they think and get suggestions for improvements.

No signs with prices it’s a bit tacky.
Survey salons in the area to check prices and aim for mid pricing.

Obligations


Workers comp – 1% of salary total, include yourself if company but not if sole trader.


Super


PAYG tax


Council licences?

Check the award for minimum pay rates and conditions e.g. leave loading
Essentially this is the same business model as coca-cola operationally (one of the 10 biggest companies in the world and multi-billion-dollar business), i.e. have a single very simple product and try to sell it to every person on the planet, although the growth model of growth by acquiring multiple salons is different. The operational model for buying and operating should be like macdonalds, an extremely efficient and organised well-oiled machine for buying and operating salons. 
Don’t get over-zealous with cost-cutting etc this could destroy the business, but also cant afford to waste money either, just steer a middle road of effective operation – i.e. the plan does not need an increase in profitability as part of the plan this would just be a bonus.
When large the job of the CEO of this business is subtly but critically different from a normal CEO, it is NOT primarily to increase profits (cut cost, increase services etc), it is to keep the machine functioning efficiently and continue to execute the business model. This is a fundamental difference.

Corporation vision – ‘to own an operate a multitude of hairdressing salons on planet earth’

Central high-volume processing center for payroll, ordering products etc. 

Operate as ‘cells’ of 10 stores with one manager responsible for operating 10 stores e.g. hiring staff and getting the staff mix right. This will help avoid the problem of ‘this is a billion dollar company it can afford to spend money’ which would destroy the business model if everyone started to think like that.

Develop in-house training for staff on business concepts like financial statements etc. Most staff responsible of managing businesses aren’t given training in business concepts.
Want to miss some deals to ensure that we’re not overpaying, say aim for 10% of potential purchases to fail. Ideally every deal would go through at market price but some sellers are unreasonable so missing occasional ones is a good sign that overpaying isn’t happening.
Distribute 5% of net profit as dividends.

Issue corporate bonds as early as possible with annual issues to reduce reliance on banks calling in overdrafts. Still need a generous overdraft as aim for zero working capital, with net cash holdings going negative and positive and being about zero over the longer term.

Manager of a cell operates only is not involved in acquisitions. This is a different set of skills but more importantly the manager has an emotional input to buy regardless of cost to increase size and for buying excitement. Have an objective independent acquistions unit make decisions on acquisitions. This is analogous to balancing sales (say ‘yes’) and credit (‘say no’) in a bank (although credit will still say ‘that’s good credit’ at some point).

Cell manager manages 10 salons (probably more relevant to say manages salons up to 30 employees total), area manager has 15 direct reports. Can handle 50,000 salons with four levels of management.

Closely related businesses that could be included are beauty/nail salons/services and tanning, although tanning is: capital intensive, seasonal, and optional all bad things

The customer base is made up of two quite separate groups: walk-ins and regulars. e.g. if you take over a salon moving to other premises you will loose the regulars but get the walk-ins

Other analogies:

Model T ford, a simple business model (although unique and new at the time) implemented with ruthless efficiency.

Subway, although subway is branded and franchised, it proves you can operate a company based on tens of thousands of small retail operations.

When the workload grows after 2 or 3 salons probably makes more sense to hire an office manager on 45K rather than quit a 120K job, also at this stage the business could only support a 45K payout and I couldn’t live on that.

Valuation methods for small businesses (1) net assets plus goodwill, circa one year’s net profit as goodwill amount, (2) capitalisation of net profit at rate of circa 20% pre-tax return. These two methods may give grossly different figures.

Expansion into different cultures may require choosing different businesses as some cultures may have self-employed hairdressers, e.g. in asia buy internet cafe’s instead of salons.Look for businesses that are simple, cashflow, and where there is one on every street corner.
This business model based on running each salon simply and effectively, and then buying more salons, its not based on trying to take one salon and create an impossibly big cashflow business out of a fixed X square feet of floor space with a fixed population in the catchment area. However according to ABS 25% of salons make losses so it could be a significant challenge just to run each one profitably.

Proposed model: 


80k equity: raise 20k me, 30k investor 1, 30k inv 2


Buy for 80K, 40K cash and 40K over 2 years


Leaves 40k equity in cash


Net profit 40K per year, 20k to repayments and 20k surplus


Salon 200K revenue, 20K rent, 90k salaries.
Me to take more share than dollars would suggest in return for managing the business for free for 2 years. Aim to split equity 33%/33%/33%.
Possible plan


1. Raise equity for first purchase as previous paragraph (80k purchase)



2. Operate for 1 year


3. Buy another salon, hire manager 2 days a week


4. Operate another year


5. Buy another salon, enxend manager to full time


6. operate another year.


7. Buy another salon (total of 4), quit job and manage it myself full time

Massage/waxing/nail technician/hairdresser:


Rent out rooms/chairs on either a weekly rental or a 

Percentage commission, e.g. 50%/50%, 

X dollars to house and Y dollars to masseur for each 1-hour massage. Fixed 

Hire as an employee

Fixed rent provides more certainty but then there's no incentive for salon staff to refer to massage.
Massage rooms for rent: $103 week for 3 days in terrace house, $350 per week , $100 per day (includes full admin support). $260 week (includes receptionist), $250-$400 month?, $300 week, $130 week, $160 week, $450 week, $250 week (average of this list of figures is $320 week).
Renting out a chair when there are spare chairs is a lower-risk option as there is immediate positive cashflow or neutral cashflow for percentage, rather than hiring another staff member which has immediate negative cashflow. However could disrupt the culture of the place, also would need some rules about who gets the walkins.

Salons in country towns are an attractive option due to lack of competion and lack of alternatives for the townspeople, i.e. probably a lower-risk alternative, however possible problems: getting staff, difficulty physically visiting regularly, lack of growth possibilities.
Major advantages summary


A cashflow business with low asset requirements


A simple and essential business that hasn't changed since biblical times. Hairdressing is mentioned several times in the bible.


Along with food one of the few essential services that everyone must have


Salons are cheap to buy, both in dollar and percentage terms, not as glamourous and in-demand like restaurants and wineries


There are a large number of salons in existence with even a small shopping complex sometimes having 2 or 3 salons, this is important in ensuring that prices settle to realistic levels and there are many to choose from.


Disadvantages




Salons are quite small enterprises in dollar terms with a typical mid-range salon having a net profit of only 30k. Owning several salons would be necessary to build up a substantial business.



According to ABS figures only 75% of salons generate a profit (i.e. 25% are loosing money at any given time) so there are no guarantees although they are towards the lower end of the risk spectrum compared to other business opportunities.

Start the business plan with an overview of the industry: a cashflow-based service business comprising a large number of small businesses. Typical salon between 6 and 10 chairs, with 2 staff plus the owner (quote specific figures with endnote references).
Insurances: contents theft/fire, professional indemnity (i.e. getting sued), business continuity (loss of profit after fire etc) (probably expensive), workcover.

Note that in Canada staff in salons are usually paid by commission not wages, 50%-60% of sales (40% in a beauty salon).

Need to allow for depreciation of the fittout and equipment (chairs, clippers etc). Over say 10 years, and fittout seems to cost 30k – 50k, say 1 year's net profit.
Put in a wood floor it looks much better than tiles, the new york look – wood floor, glass and stainless steel.

Alternative plan: buy a one-person salon with 6 chairs and gradually build up the business my advertising and promotion to eventually have 3 staff. 

Advantages: lower up-front cost




Potential for higher gain of value


Disadvantages:




Lot more time and effort (and cost) involved, may be difficult when working full time




One staff member would need skills in all areas of running the salon

This would be a good option for second and third salons after quitting job. Probably not an option initially as too much manual involvement also would need 15K + 10K working capital and unlikely to have that.
Seems to be common that owners offer 1 weeks training. Take 1 week of annual leave and spend it in the salon getting training from the owner that should address the experience gap a lot (do this for 2nd and third salon also every one will be different).
Advantage: this business is suitable for a structure where the owner(s) do not work in the business on a daily basis.
Advantage: highly suitable for buying overseas salons as well. On early investigation basic structure of the business is the same but details change, e.g. Canada staff paid percentage commission not fixed salary. Investigation has reviewed salons for sale in the USA, Canada and Thailand. Financial and operational structure seems similar to Australia.
Briefly mention that if the business was successful it would be the intention to expand overseas although this would likely not be for quite a few years.

Overseas issues: taxes, regulation requirements, adequate supervision of staff, language, timezones, cultural issues (e.g. in asia it is common for employers to buy gifts for employees on major festivals this does not generally occur in Australia), risk of scams, repatriation of profits/dividends to Australia, risk of losses on long-term currency exchange rate moves (try to avoid by raising debt in the currency (could be done in aust with an Australian bank) to offset gains/losses).
Maintain a clear separation between the acquisitions unit and the operations unit. There are totally different set of skills and also important to keep them emotionally separate, operations would say yes/no to acquisition for many reasons that aren't objective or sensible.

English-speaking countries: USA, new Zealand, Canada, United Kingdom (England/Scotland/Ireland), South Africa

Some English: Philippines, hong kong, Singapore, Thailand
Review of business operations: overstaffing (low hour/revenue per person), cost of services too high/low.

Retail options: need hair products display to set the scene maybe, but also include pampering products: soaps, towels, perfume/skincare, scafes. Needs to be small items due to space limitations, maybe plants as well but stick to the pampering/luxury/indulgence theme.

Small section mixing plants with gifts for men, e.g. leatherman supertool, pens, knives try to have a few things for each type of man: outdoorsy, handyman, white-collar. Have a clear small sign saying 'gifts for men' as people might wonder what those things are doing there.
Hire people with strengths in my weak areas: managing people, dealing with wholesale suppliers.

Without disrupting the business too much it might be a good idea to offer tea/instant coffee/chilled filtered water, also wine/champagne where appropriate such as south yarra, st Kilda
Just to be clear it's the intention NOT to rename all the salons to a common name but preserve each individual name and identity, on the basis that women would prefer a small personal individual salon over a 'bulk-operation' impersonal chain idea.

Run operations in each country as a stand-alone business, reinvesting all cashflow into new salons in that country, maybe repatriate a small amount for dividends and to pay head office expenses.

Business plan


1. Review of hairdressing industry: what it is, major services, structure of a typical salon physically and financially. Ownership structure of the industry: self-employed owner-operators, franchises and chains (just cuts, john brennan hair (40 salons), guy in queensland), silent partners (larger salons).

2. Business model proposed, buying multiple salons keeping each one separate


3. Suggested ownership structure and roles, capital contributed, role of each person

Difficulties: although there is a large number of salons in existence, turnover is low salons are often kept for 10 to 20 years which means there may be only a few dozen salons for sale across Australia at any given time. In other words as the second and third salons are bought they may be widely spaced across Sydney, or even in country towns/interstate. This will make it difficult to properly supervise operations.

Stock up heavily on the gifts-for-men in November and December and tactfully mention 'how is your christmas shopping going, we have some gifts here etc.etc.' for sales

Negative with retail side of the business is that retail is capital-intensive and requires complex stock control, that is not the main aim of the business which is intended to be a cashflow service business. However if its tactfully done there should be a stready streem of customers to feed the retail operation.

Have a small number of lines as we want to avoid a situation where money is needed to fund a large holding of stock, this would disrupt the business model/plan. Try to stick to things that every man/woman would like (e.g. supertool, decorative compass) rather than specialist things like hobby supplies (e.g. squash/tennis racqets). Stick to a few choices in each category to save space/stock cost, e.g. one supertool, a few pens rather than the whole range of 7 or 8 supertools each with minor differences. Perfume is a good gift for women e.g. mother-in-law at Christmas.
When a large business have separate business units managing the retail operations and hairdressing operations both on the same floor space.

For each new city (interstate or overseas), set up a 'cell' of 3 or 4 salons with one full-time manager. Treat each city as a separate market and grow the business in each city separately.

Note that boost juice opened its very first store interstate (in Adelaide)

Separate cities


Advantages: gives wider range of salons to choose from when buying


Disadvantages: logistics of visiting salons in different cities, new regulations to learn and comply with

Why we don't want franchising for this business as a giver or receiver – franchising involves developing a brand name (which we don't want as explained previously) otherwise it is selling the intellectual property of how to run a business, for a very high fee. Typically 70k upfront in return for nothing, and up to half the ongoing profit forever. Also severe limitations on expansion and other issues. Don't want to offer it either as it is really an intellectual property issue and while that's fine it’s a different field of business, and without a brand name much of the benefit is lost. There are many possible successful business models and this proposal is just one of them, but hopefully a realistic and successful one (e.g. could build up salons and sell them like jim did with lawn mowing rounds, but this has the feel of linear not exponential growth (although mathematically no different) and lack of enough buyers would probably ruin that idea. Major advantage of this model is the control involved, the ability to hire and fire staff in any salon across the whole group regardless of it's size.
Aim for debt of 30% to 50% of assets when listed. When unlisted its very difficult to value the equity so look at interest cover, say interest cover of at least 5 times.

It is not part of the business model to ever sell salons. Fix them and only sell or close when they can't be fixed, e.g. (1) if several other salons opened close by and the floor space was too large to support the new amount of walk-ins and regulars, (2) if the landlord demands excessive rent and will not compromise.
When large this model is a bit of a valuation multiple arbitrage, can buy a business on 1.5 times profit but the listed group is valued at 10 times profit for debt-raising purposes.

Don't ever forget that the vendor finance could be continued even when the group is large, its off-balance-sheet debt which is easy to get. On the other hand it makes the financial figures less clear as there would be a mix of different terms and proportions for every recent acquisition. With a large enterprise it might be better to raise debt through issuing bonds and may in cash for businesses this makes the finances clear and simple and can negotiate a lower price for cash-up-front.
Plan is to buy approximately 1 salon per year over 5 years then more if successful.

Buy salons in metropolitan south-western Sydney for the first 3 to 5 salons.
Map out a 3 year plan (5 years is depressing).

Try to stick to vendor financing for the first few years to preserve cash balances even if there is plenty of cash (that’s WHY there will be plenty of cash).

Will need a pro-forma balance sheet and P/L.

Don't write everything that you know about hairdressing in the business plan it could go on for hundreds of pages. It needs to be short and snappy say 10 – 15 pages max.

Key questions to ask a seller


What is the rent


What staff are employed and what are their salaries


What was revenue and net profit for last 2 tax years


Monthly trading figures if possible


What value has the accountant placed on stock, equipment for tax purposes.


The age of the fitout, i.e. when it was done

Keep separate accounts for working capital (all regular expenses) and capex (buying equipment, advertising and promotions etc.). Working capital is ONLY for sales income and all regular expenses. Maybe need a separate budget category for promotions and advertising.
Simulations suggest a starting working capital requirement of 30k would be needed. Assumptions: 180k expenses 200k revenue, weekly inflow varies randomly between 0.25 X average and 1.75 x average. This is 2 month's gross expenses. Aim for 30k working capital account and10k capital account.
Working capital for Julia Ross: cash 1.7% of revenue, receivables 14% of revenue, payables 6% of revenue, overdraft 3% of revenue.

Suggested working capital to revenue ratios: grocery store 10%-15%, heavy equipment manufacturer 20%-25% (i.e.( current assets – current liabilities) / revenue)
In the ideal business model average working capital would be zero fluctuating between positive cash balance and negative overdraft with medium term average of zero. However this requires a generous overdraft. 

Most companies have both cash and an overdraft which isn't very logical except in a case where the bank called in the overdraft.

For second salon, could raise capital from original investors but that increases their risk, also could look for new investors it’s a much less risky proposition once you've already been doing it live for 2 years.
Note that the price is critical to making all the figures work, the difference between 60k and 80k might seem like a random number but it makes the difference between plenty of surplus cash and something where you're going to get into trouble and you can't get out.

Look for ad mentioning 'quick sale', as I want a quick transaction too and also it suggests a cheap price, just try and determine that there isn't a major disaster about to happen.

Maybe let emma and cleo manage some salons in Melbourne, but I want to manage the finances and stay in control.
Include the following few paragraphs as shareholder agreement/resolution and get signatures.
What about a chairman, maybe don't have one or be that myself.

Directors: myself, melody?, emma, cleo, cliff.

MD responsible for all operating decisions including hiring and firing staff, operating expenditure and capital expenditure.
Strategic decisions requiring a majority vote of shareholders


Buying or selling a salon


Raising equity my issuing more shares


Buying-back shares from an investor wishing to exit

Restrictions on share transfers: require majority approval of the new buyer before registering a sale of shares?

Strategic mission (initially): "to own and operate hairdressing salons across Australia."

Aim to own 40% of the stock as minority investors wouldn't like the idea of someone owning more than 50% as it effectively makes their votes meaningless with that person having sole direct voting power.

Financial and operational structure in overseas countries seems very similar to australia, however if there are regions/countries where the price is on a much higher multiple, try establishing from scratch, i.e. lease space and put in a fitout. This could even be a slight advantage as the business would be capitalised on a higher multiple for bank lending purposes.

Good way to give staff a benefit is to reduce their hours, say from 40 to 38 on the same salary, basically a free benefit if you make sure they take the time off during quiet periods when there would be say 3 staff for 1 customer etc.

sacking staff is free and instantaneous so you can't get a much better investment than buying an overstaffed business and sacking 30% of the staff. If the business is truly overstaffed there should be very little impact on revenue from cutting staff out but a big impact on expenses. Can check overstaffing by:


revenue per staff member (low, ie. Low (productive) hours worked)


absolute values, staff per salon


comparison with other companies, e.g staff in competitor's salons in the area

revenue:

· revenue figure is probably more important than net profit because you can vary the staff up or down to balance correctly against the revenue figure. 
· The revenue figure is a 'hard' figure that is easy to measure and verify 

· revenue cannot be directly changed which is why its important to take it into account. Expenses can be controlled directly especially staff costs (rent is changeable in theory but not really in practice), 
· sticky and will only change slowly unless you stuff something up, 
· you can't easily increase it.
· The revenue is what you are paying for when you buy the business, the expenses are just a necessary evil which you must supply to keep it going

Steps involved
1. Start with the revenue

2. Apply a 30% multiple to arrive at a purchase price

3. Design a cost structure to support this

4. Estimate changes required to create the cost structure (i.e. if rent is too high forget it because you can't really change that)

5. Buy it

6. Implement the cost structure

7. BUT this approach doesn't allow for increasing revenue over the medium term

Steps of sophistication/disconnection


1. buy an existing business and run it


2. buy revenue and design a cost structure


3. design an achievable revenue and implement both the revenue and the costs structure

Staff numbers might be too low i.e. missing out on potential walk-in traffic but this is harder to measure as its difficult to estimate the potential of walk-ins, and building up regulars is expensive and might take a long time. Justifying putting on extra staff involves either the potential to service more walk-ins (instantaneous and free), or build up client base to increase revenue (slow, expensive and uncertain). One benefit of this situation is rent will not increase in the medium term so building a bigger operation has a multiplying affect caused buy the rent being cheaper in proportion after the changes.
Run the salon and record the number of walk-ins that were rejected because all staff were busy at the time (most walk-ins won't 'come back later today', can check this by offering them an appointment time). This is a critical statistic as if it is high it justifies putting on new staff, also this is a bad situation as it looses the potential for a new regular, and if people are rejected several times they wont come back and will spread a bad reputation. Need to record the time as well, if all the walkin-rejects are concentrated in a narrow period of time the only solution to this is to hire one or more part-timers who only work that busy period.
Note that there is one situation where revenue CAN be changed instantly and for no cost, that's when there are high potential walk-ins and insufficient staff, hire a new staff member and there is an instant increase in revenue (but also cost obviously)
To be realistic you should include a clause in the business plan for exiting the business if it is a failure, i.e. selling the salon if the initial one doesn't work.

Business plan


Overview of the hairdressing industry


Proposed capital structure


Roles and responsibilities


2 year or 5 year plan


Financials, 5 years forecast P/L, cashflow, balance sheet, equity


Timeline of proposed future acquisitions


Expense budget – promotions, equipment, software, legal/accounting


Related businesses – beauty, nails, tanning, massage
Each salon needs to have a character and service a certain type of person, this goes beyond demographics (age/sex/socio economic status) to personality, some would like glitz and glamour, others a more laid back style. Although scary in terms of getting it right one benefit of this is that it would be possible to have two salons quite close (not next door) and both being successful if they draw in different demographics.

Risks: landlord increasing the rent (look for at least 3 to 5 years unexpired lease), new salons nearby (e.g. in country town).
Salon in a country town might be an attractive option as very stable and comparatively low risk.

Promotions activities need to be very carefully targeted, there is a strong school of thought that advertising is a waste of time and money (Richard branson) and the best way to grow a business is word of mouth (clayton's kitchens). In some target markets word-of-mouth follows quickly – teenagers, women. In other cases advertising of various forms might be necessary – hardware, electrical retailing (men don't spread word-of-mouth). Also never forget that every cent wasted is a cent that can't be discounted off the price to attract customers and generate word-of-mouth comments.
Another idea – take over a cheap salon in an expensive area, rip out the fittout and put in a luxury fittout, and replace it with a high-end beauty salon (could generate half a mil in profit each year) but need 4 to 8 rooms for this i.e. a lot of floor space.
Don't forget that the location is an important element in start-up salon's and for potential to grow, i.e. there's no point in buying a salon with one person and six stations, expecting growth, if there are three or four other salons in the immediate area. Elements of location:

Amount of walk-past traffic, e.g. little laneway vs. major street


Visibility, e.g. wide open front window vs. narrow closed front window


Number of other salons close by

There is still the potential to grow with other salons near by but this would only happen with a long and expensive marketing campaign, just hiring more staff wouldn't do it.

For reasons not fully clear this business will have a clearly separated 'acquisitions unit' which buys and develops new salons and an 'operations unit' which operates salons.

I feel strongly that its works better when the owner is not physically present in bars, hair salons, car mechanics etc. Conventional wisdom is that the owner should be present - employees work harder when the owner is present (probably true but overridden by other factors), and the owner 'drives' the business through strength of personality, however - Both staff and customers don't relax when the owner is there. They get stressed and uncomfortable, when the owner is absent they can relax and get on with the job of running the business and interacting with each other as equals in a relaxed way. This can be explained as people relax when there is only their own kind present, and after all most customers are employees as well.
If buying a one-person salon, to reduce risk put the hairdresser on a 50% commission of services rendered. This comes very close to the 30k award salary. Might have to make them a contractor with an ABN and paying GST but I'm not sure about the legalities. This is also good motivation to improve the client base although no customer wants the hard sell.

Options for growth

Capital – equity from private investors, debt, vendor finance debt, franchise owners


Method – buy salons, start new fitouts from vacant space, buy-gut-fitout

Aim to try all financing approaches just for the hell of it? you probably need a mix of methods anyway.

Finances for one-person salon

Revenue

66k


Salaries

36k


Rent


15k


Other expenses
5k


Net profit

10k


Cost


15k

Software – use salon software package initially but eventually need an in-house computer system and in fact this will be a major factor in the company's competitive advantage functions

Salon touch-screen interface for client bookings and POS sales


Stock control and product ordering


Preparation of accounts, tax, gst for salon owners


Payroll


Management reporting and statistics


Direct marketing and promotions campaign functions


Windows based .NET with SQL server back end

Since there is very limited space for retail items like gifts need to stick to high-end genuine brands like genuine leatherman tools, waterman pens etc

Obviously need to match the salon type to the socio-economic region, e.g. mostly cuts in a low region, luxury pampering in a high socio-economic area.

Bi-monthly strategy meetings: pricing review, planned promotions for the next few months, seasonal issues (e.g. get in gifts before Christmas).

Market style – a simple essential service (low-end salons), luxury for women (high-end salons) 

Another service of the corporate centre – professional negotiator for negotiating new leases with landlords, right personality and also matched with strong market research. Also producing a high-quality employment conditions contract for staff, this is beyond the knowledge of most prospective business owners.
All men need to get their hair cut too so although they won't spend as much time and money there as women there should be plenty of them to have jewelry at Christmas as another gift idea
Ethnic salons – in high Korea area have a salon managed by a Korean and staffed by Koreans.

Conveyancing – transfer business name registration, pay stamp duty, collect keys, pay for the salon itself, also – change details with suppliers, change POS setup with bank, change utilities details, tax file number notification of employees to ATO,

Its possible that my business model will only work for one segment of salons, e.g. a 'just-cuts' basic services or medium-level, not high-end luxury salons. That fine there is plenty of room for expansion interstate and overseas without having to expand into all segments of the hairdressing market.

Interesting point wikipedia basically defined 'business' as 'productive activity' and running a business as 'organising people's productive activity'.

The success of jetstar and quantas shows that multiple brands can be a winning strategy, especially if they target different market segments. A brand can't be all things to all people you can't be rich and poor at the same time and if you try and cover all segments you usually end up with nothing (unless the common factor is exceptional quality like Mercedes bens, wedgewood china etc, even then it doesn't really work targeting the low cost sector).

Try giving the customers what they want (ask them to find out), e.g. jetstar won't let you refund fares, starbucks only serves coffee in huge cups not small ones, many of these things cost nothing to provide.

It might be possible to create an instant client base for a new salon by doing a massive letter drop, say 10,000 flyers in letterboxes. Alan bond used the method of doing a big flashy promotion every time he opened a new block of subdivided land for sale.
Lack of liquidity in the market for sale of salons could be a problem for expansion, possible solutions


Expand interstate, overseas and to the country early on


Buy every salon that comes onto the market this is still 500 salons in a single year, however can't buy more than, say, 20% of the stock otherwise the pool of frustrated haridressers looking to buy a salon will bid up prices


For overpriced salons don't ignore them put in a low offer, in a few months the vendor will come back and realise no-one will pay the initial asking price (unless occasional fool comes along.


Rent vacant shops and put in a fitout, you get a nice clean new fitout however its increasing the number of salons in the surrounding area and might lead to a low number of customers on average


Use the cashflow from the salons to start/buy other businesses

If you ever get a chance to buy a successful salon, say 5 to 10 staff for a couple of hundred K, just be careful because there is no upside and great downside, its unlikely that profit could be improved but it could easily decline so unless its really cheap it might be safer to buy small salons and try and grow them. There is less risk of large loss in this approach and more upside. However if one can be bought cheaply with a strong cashflow this could pay for itself and be a good asset (still this is more of a bond situation, its not a growth asset business model). The counter argument is the building up a salon could be slow and expensive are there's the problem of starting with a crappy fittout.
How about issuing high-yield junk bonds at, say 12% interest


- would need to have track record but could start when still only having one salon


- it would be preferable to not repay the capital and having a floating overdraft but in practice may need a, say, 5 year term


- problem - most investors wouldn't understand financial statements so they couldn't tell whether the business was conservatively run


- maybe combine 50% equity with 50% debt to give investors more upside, retain higher percentage of ownership, and reduce the risk of financial stress due to debt repayments


Apparently normal junk bonds have yields 1.5% to 3% over the corporate rate
It works a lot better if you wait for a good deal to come along rather that saying 'I've decided to invest in something soon' and going looking for something. This is how companies blow up a lot of money.

With the quality well-established salons it's purely a question of price, if the price is good buy it, but if you're only going to get a bond return forget it.

Perfumes would seem to match up with the target products of salons although no-one seems to do this. To do it properly you would need some basic training for the staff about the different products. In a larger salon only the receptionist/sales girl would need this training.

Try this approach for established salons – ignore the asking price, look at the whole package and come up with a price, offer the lower of the asking price or the selected price. However the best opportunities are when it’s a really good deal already.

