The Profitability Turnaround

OPERATIONAL EFFICIENCY STRATEGY FOR BEAUTY SALONS

A 7-step roadmap to correct the 170% variable cost structure
and maximize revenue per hour.




Executive Summary: The State of the Business

The current business model is structurally broken with variable costs exceeding revenue. Profitability
requires an immediate dual focus: Aggressive Revenue Expansion and Strict Cost Discipline.

THE CRISIS THE GAP THE FIX

1.7x $60k | 7 Steps

Variable Cost Ratio Monthly Revenue Opportunity Strategic Roadmap
The business generates a -70% Monthly Revenue Opportldy. A targeted plan to boost blended
gross margin before paying a The salon operates at 60% Average Order Value (AOV) and
single dollar of fixed overhead. capacity. 600 hours go unused align the $17,917 monthly wage bill

monthly. with actual demand.
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The Core Problem: Variable Costs Exceed Revenue

170%

Variable Cost Ratio

Every service currently generates a 70%
loss before fixed overhead. The business
is bleeding cash on every ticket. Pricing
correction is mandatory immediately.

Deficit

Mandate: |dentify top
50% of volume to
minimize loss per
transaction.

Revenue Variable Cost
$1.00 $1.70
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Operational Bottlenecks: Capacity & Labor

THE CAPACITY GAP

60%

Utilization

e 1,500 Available Hours
e 900 Hours Used
e 600 Hours Unused Monthly

r Opportunity: Filling just 15% of off-peak 1
time = $9,000 monthly revenue.

THE EFFICIENCY DRAIN

Fixed Wage Bill:
$17,917 / mo

Cost Per Visit:
$29.86

Status:
Pre-Commission

Root Cause:
Inefficient Client
Journey Mapping
creates non-billable
wait times.
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Seven Levers to Profitability

SUSTAINABLE PROFIT

REVENUE DRIVERS EFFICIENCY DRIVERS
(EXPANSION) (DISCIPLINE)
e 5. Optimized Staff Scheduling
e 6. Backbar COGS Control
e 7. Fixed Cost Audit

1. Strategic Pricing Review
2. Service Mix Engineering
3. The Retail Opportunity
4. Add-On Penetration




Revenue Driver 1: Strategic Pricing Review
Correcting the Margin with Precision

The Move: 5% Price Adjustment

Price  Volume
Hair Services: $65.00 = $68.25 Increase > Churn = Profit
Skin Services: $80.00 = $84.00 (5%) (<2%)

Target Uplift:
$1,500 / month




Revenue Driver 2: Service Mix Engineering
Prioritizing High-Margin Volume

Current State Target State

Hair
Services
(50%)

—>
Skin Nails
($80 AOV)/ \($45 AOV)

Low Margin Dominance High Value Shift

Goal: +3% Blended AOV Increase

Operational Note: Ensure technician capacity aligns with mix shift to avoid bottlenecks.
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Revenue Driver 3: The Retail Opportunity

Leveraging Inventory for Margin

Gross Margin Comparison

The Logic: Retail carries a 60%
Gross Margin. It is cleaner revenue

than services. Service Margin

The Goal: Increase retail sales mix  Lower
to 150% of current levels.

Financial Impact: Retail Margin
'|'$2 000 Monthly Higher, at 60%

Contribution

Requirements: Fund $3,334 in upfront inventory. Do not discount.  FinaNcIAL

MULS




Revenue Driver 4: Add-On Penetration
Maximizing Every Ticket

" e Standardize upselling
$15.00 scripts.
(Target Add-on

Spend) * Focus on low-friction
et items (e.q., S5 deep
conditioning).

$12.00
(Current Add-on
Spend)

. . " e Critical Success
Financial Impact: e

+$1 ,800 per month Adoption.
(Pure Margin Lift)

Operational Note: Training and consistent coaching are key to driving staff adoption. = rwancia .



Efficiency Driver 1: Optimized Staff Scheduling
Aligning Labor with Demand

7 .
The Problem: //g Idle Time
$17,917 monthly wage bill

often pays for idle time. Billable Time '

2.

The Strategy: ——
Cut 5% of non-revenue- Monthly Savings: $900

generating labor. Action: Analyze client journey to
eliminate wait times.

Requirements: Analyze client journey to eliminate wait times. FINANCIAL



Efficiency Driver 2: Controlling COGS & Backbar
Stopping the Waste

Financial Impact: ~$230 Monthly Savings

MEASURE BUY TRACK
No eyeballing. » Negotiate bulk volume » Strict inventory
Accurate mixing. with top 2 suppliers. variance tracking. e« mumen
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Efficiency Driv Driver 3: Fixed Cost Audit

Reducing the Structural Burden

Total Fixed Overhead: $10,000

Negotiate 5% Reduction
Rent: $6,000 (60%) ——————— e $300/mo

A Audit CAC vs LTV. Cut
Marketing: $1,000 T — if non-performing.

Impact: Lowering fixed costs directly accelerates the break-even date.
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The Cumulative Financial Impact

Projected Monthly Cash Flow Swing

+$530 ~$6,730

+$900

+$1,800

Current State Pricing Retall Add-ons Scheduling Cost Savings  Total Improvement
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Immediate Next Steps (30-Day Plan)

udit fixed costs.
alculate Top 50% volume contributors.

rain staff on Add-on scripts.
etail inventory.

Track daily churn for
14 days post-launch.

vj Adjust schedules to match 80% demand If volume drops >2%,
peaks. iterate immediately.

/| GO LIVE: Launch new pricing.
vJ Monitor daily churn.
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From Broken Model to
Sustainable Growth

“Profitability isn't just about getting more clients;
it's about pricing correctly, utilizing capacity, and
stopping the leaks.”

STRATEGY COMPLETE




