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Show Me the Money

Numbers don’t lie. Do you want more clients,
increased profits and a happier team?

Two of the notso-secret kc:_vs to operating traditional spacan cqual approximarcly 70%
a successful spa are retail sales and service of all revenue?' Because of this, you need to
upgrades. It can be difhicule, however, to learn create nonlabor-driven sources of revenue and
about realistic, measurable, tangiblc programs increase the pmfits derived from the use of
that will accomplish these goals. Simply put, this hands-on services in order to increase overall
two-part series will result in increased proﬁts. proﬁtabi]ity. Wich person nel costs rising,

reduced losses, and a more coherent team reward

and recognition program if you follow the
S < )

suggestions provided. This is not rocker science, Editor’s Note: This article is the first part of a
bur racher a course of action cnuplcd with two-part series rcg:lrding thei mportance of retail
disciplinc and persistence. ina spa operation. Part two will appear in the

Numbers speak for May issue of Skin Inc. magazine.

themselves -
Spa-ing is the fourth |argcsr leisure

industry in North America. Revenues were

'
1 -
\ »
$13.4 billion in 2006, an increase from $8 \ ‘ i
billion in 2003, )-'iclding anannual grm\'th ‘ 4
rate of more than 18%. Cosmetic surgery i
adds anocher n—
$15 billion to the mix. The number '&I , = b

oi:spa visits SU]’PESSCS th(.‘l'l'lC park

artendance.!

Spa locations are growing
at 16% annually, comprising
160 million individual visics.' Icseems
that for every spa or medical spa char
opens, one will close. The competition
is fierce. Many who enter the business
have little or no experience in the feld
and even those who open franchised spas
are finding the business to be much more
difhcule than they imagined.

Spa employee salaries and wages
exceeded $9.3 billion in 2006. Did

you know that personnel costsina
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' AN INCREASING

nu lﬂb(?l' O{:Sl(iﬂ carc bmnds arc

bccoming less channcl—spcciﬁc.
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the importance of retail income is vital and
essential to a spa’s financial viability. Market
athome products as solutions to clients’
skin care concerns.

])JL[\'.J‘{LL'kl ]:.IL'T\ !l.l\ L'l‘TnPI[L‘Ll d rc“m; SCL
of statistics.” The organization has found that
the skin care market is worth more than
$7 billion and is estimared to grow to $9.2 billion
by 2010. This rate exceeds 6% per year. Of specific
interest is that the anti-aging portion of the
marker is mpdndlng at 17.9%, while nm]\'rup is
increasing 5.9% and hair care is growing at 2.8%.
The numbers speak for themselves: Focusing on
anti-aging skin carc has the greatest potential to
help your bottom line. But do not be naive and
ignore the other major market segments, because
theyare also important.

The number of North Americans between
the age of 55-64will jump 19.3% to 35.4 million

b\' 2010, less than chree vears from now. Teens
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and twentysomethings are thinking about their
skin, wrinkles and extrinsic aging. Gone for
most are their parents’ sun-worshipping days of
reflectors, and mixtures of iodine and baby oil.
The mass-market merchants, infomercials and
multilevel nmrl\cring companics arc flooding
into the higher-end skin care market. Major
mainstream cosmertic cnm;unm are PHIL |Ll\m:_{
formally professional-based product lines.
Products are Iindmg their way into more retail
outlers, Internet sites and relevision channels.
Even several makeup companies are going the
route of utilizinga multichannel distribution
ncework comprised of infomercials, branded
retail concepe stores, the Interner and sales to

'\l'{ln carc PI'( ‘f-&:\\lt‘ll.ll\.

Choose wisely

An increasing number of skin care brands
are becoming less c[w.}nnd-\pculit . What

"'\'N‘li
o

does this mean to you? Several things
and bad. The media, through the massive
advertising and public relations efforts of these
large multinational companies, is increasing]y
drawingattention to the need to take better
care of your skin and the advances in the efficac y
of skin care produc ts during the past several
years. This can bring clients into your spa. Ye,
TI]L'\C VCry same LIIL'I]'[\ may comc in JNJ\IH':,: tor
the much-touted products that they have read
about or seen on television. Bur, ¢ arrying these
products also has the potential to pu the skin
care [n'ul'cwnn.xl and spain price u\m}m[l[inn
with other distribution channels that may be
L\l\|i.\ ac L‘C‘\Il"lc [O consumecrs, suc h as l‘”]”lk‘
sales outlers and rerail stores. The Ln:‘uHJr_\ to
this is that if you spend the time and money ro
orient clients and parients to a brand, you mighe
want that brand to be a destination product
with channcl-specific distribution only available
thz'mlgh p:'ufts\iuim]\ such as _\‘nur\dl" and not
On every corner.

Clients come to spas and medical spasin
scarch of ways to improve the quality of their lives
as they seck methods thmw:;h which they can
sustain the benefits of the professional treatments
they receive.” When individuals come into your
business, they are primed for both a service and

the potential to purchase products. Thisis a sale




RETAIL

for youto lose because individuals come
to spas sccking improvements. Do not
lose this opportunity because 20-40% of a
spas gross revenues should be attributed to
retail sales and treatment upgradcs.

IF}-'our spasces 20 clientsa da’\! and
halfof them spcnd $750on pmducts per
visit,and purchase four times ayear, you
will net, after commissions, $300,000 in
proﬁt, assuminga one-time mark up. If the
average sale increases or the percentage of
clients that purchasc products increases,
the profics skyrocket. If your spa has
40 clients a day, the profit is $600,000.

You can do your own math to see the
importance of retail sales.

Increasing sales

Without the appropriate service
upgradcs and home care pmducr sales,
clients' skin will not reach its full potential.
If one home care pmduct is sold to a client,
there is a 25% chance she will return; two
products 50%; and three or more—more
than 75%. The better the treatment, and
the more unique and efhicacious the

WITHOUT

the appropriate
service upgrades
and home care
product sales,
clients’ skin will
not reach ics full

potential. \

products sold, the more your business
grows. Itis less mstly to retain a client than
to artract a new one. There is a famous line
that world-renowned bank robber Willie
Sutton uttered when he was asked why

he kept robbing banks: “Because that s

where the money is.”

Common Retail Mistakes and Obstacles

According to Retail Management
for Spas from The International SPA
Association (ISPA), some of the most
common mistakes spa owners and

directors make include:

o The spaislike an assembly line with

barely enough time to turn the
room.

o There is no person or tcam
specifically charged to drive retail
sales.

o Thereisliccle or no follow-up after

clients leave the spa.

» Thereislictle or no product
training,

o Thereislittle or no sales training,

Obstacles that must be overcome
include:

o Lack of retail knowledge and skills

o Lack of specific product features
and benefits

o The skin care professionals don't
like the products.

o The skin care professionals don't
use the products that they are
trying to sell themselves.

o The skin care professionals are
attempting to sell products that
they themselves feel they cannor
afford to buy.

o Lackof training in how to speak
about products effectively

o Fearofselling

o Dislike of sclling
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‘ R E WA R D client brand loyalty and expect your

vendors to share in this by providing free products.

Pay attention to retail sales because it is
agreatsource of additional proﬁts without
significant costs associated with it. The
second part of this series will address how
to keep your retail investment low and
proﬁts high. As important, it will pr(widc
specific advice about making your vendor
into a strategic partner that shares and
INVESES in your success.

Obstacles to selling

One of the most common questions
asked of consultants in regard to retail gocs
something like chis: “Can you come to my
spa and teach my team to sell? I just cannor
seem to get my team focused or interested
in selling recail products.” In most cases,
this proves to be a waste of time. First, you
have to look at your internal operation in
order to uncover any obstacles that may be
present making the process problemaric.
Without addressing them and removing
them, rerail sales and upgrades will not
reach their revenue and profit potential.

There is an adapration of an old adage
thatis highlighted in the International
SPA Association’s (ISPA) book, Retail
Management for Spas (Hay House, 2005).
Itis analogous to facilicating skin care
professionals selling retail and upgrades
inaspasceing, You can teach your team
members to fish but they must have: bait
(good products and services); fishing rods
(selling tools); time to fish (scheduling
that allows time to speak with and educare
clients); and incentives to fish (motivation
and rewards).

See Common Retail Mistakes and
Obstacles to find our more about the
challenges faced by spa owners and skin
care profcssionals when rctailing. These
obstacles are exacerbated by little or no

significant incentives for them to sell.
Thcy also feel that when rl\cy were
hired or were in school, rerail selling
was never taught and did not believe it
would be an intcgm] part of their job
rcspm‘.sibifitics.

Marketing fuels sales

Markcting is important to your spa.
Initial[y. focus your markcring efforts on
your most profitable current clients. Ask
them why thcy use your services. Learn
from them. Market thrnugh education.
Establish a list of referral sources and
consider kccping alist of clients who
you would like to see more often and
collecr their contact information. Reach
out to them each evening by uﬂi’ring
laseminute spccials and incentives for
the next day to fill in the appointment
book. Don't be shy—tc[] them whar you
are duing and why: thcy will appreciate
the honcsty. Reward client brand onalry
and expectyour vendors to share in this

by providing free pmducrs.

Specific solutions

Part two of this series will focus on
spcciﬁc solutions to the aforementioned
problems: how to overcome obstacles;
[(cys to successful retail sales; motivational
tps:a pmducr selection gu ide: several
team compensation suggestions; incentive
and reward programs; and how to establish
an achievable action plan that includes rips
on negotiatin gwith and transh}rming your

\’C['Id()i’s into SUathiC P.ll'tl']CI'S. )
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Turn ldeas into Action

Clearly, improving retail sales and service upgrades
is an essential building block to ensuring the financial
viability of a spa.

However, in this case, just knowing this isnt better treatment results and increased retail
enough—it is now time to move from theory sales. Again, just to emphasize, it is about
to practice. You need to be able to plot specific educating—not selling,
courses of action to take in order to translate your The skin care professional must create an
goals into realistic, measurable and achievable atr-home skin care protoco] that will extend
action steps. Information on overcoming and complement the results of whatever
obstacles. finding the keys to successful retail professional treatment or service a client has
sales, mortivational tips, a guide to product had at the spa. Link specific products with
sclection, staff compensation plans. incentive spcciﬁc services and treatments to create
and reward programs, and establishing an action pre-and post-treatment protocols, and every

plan thatincludes ideas on negotiating with and

transforming your vendors into strategic partners

o L
are all necessary for strong retail growth, and thar Editor’s note: This article is the second part

type ofinformstioncinbe undhere ofa tWo-part series rcgardmg the importance
of retail ina spa opcration. Partone appcarcd

Sell though education in the April issue of Skin Inc. magazine.

In the spa, selling must be based upon
education. The more you and your spa’s team
members know, the better you can impare
knowledge on to clients. That, in turn, will yield

66 June 2008 © Skin Inc.  www. Skinlne.com
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service should be tied to no less than one product
for arhome use. Reach our to your vendors to do
this for you, if you need assistance. They should
be able to prepare and equip you with key selling
points to usc in advocating arhome products,
and if they will not do this willingly. get another
vendor. Make your vendors an extension of your
staff, ndding their expertise and experience to
your spa’s knowledge base.

One important caveat: [ you carry more
than three lines, it will |ikcI_\' be hard o get the
support—fnancial and otherwise—froma
vendor, so don spread yourself too thin. [Fyou
carry too many lines or only a product or two
from a particular vendor, support can be harder
to come by. If you invest in vendors, they will
investin you—it‘s 4 two-way strect. Tr)' to limit
yOUTr $pa to carrying two to four lines. More than
that can be C(anfusing and ovcrwhdming to
clients and staff.

,TF YO U invest in vendors, they will

investin you.

68
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For cxampfc. anideal scenario, dcpcnding on
your spa‘s size, mighr be to have a high—cnd line,a
medical line, a lower price-point range anda spa
line plus body products. A private label line may
also have a role, but beware, as most private label
products do not carry with them all the training
and support needed to grow your business. Make
sure your vendors providc qual ity support and
education, and ensure che different lines you
carry have different selling poines. Then always
carry six deep of cach item.

Next, move into cstab]ishing aclear rerail
serategy. fyou need assistance, look to a
consultant or vendor who acts as a strategic
partner to help. Also, check out professional
journals and magazines such as Skin Inc. magazine
regularly to getideas, and hind ways to network
with your co”cagues. Make sure you set aside
time for the ongoing training of your staff,
as well so they can develop selling skills and

www. Skinlnc.com

productand protocol knowledge. One way to do
this is to have vendors conduct monthiy producr
knowled ge sessions for your team.

Establish job expectations
Hire for success. By making sure everyone
on your staff—from front desk personnel to
skin care professionals to nursesand even the
office manager—understands that selling retail
pmducts is part of their job. you can casily grow
the power of your retail business. If you don't
reinforce chis notion regularly, however, you will
likely have a very limited chance of succeeding,
To ensure your team members keep up with their
sc[]ingdutics. you need to continually clarify job
rcsponsibilirics. driving home the obliga[ion of
all staff ro participate in the retail sclliug process.
This must be done with enchusiasm and passion,
asitisan important part of seeing to it thar
~ -
everyone gets the best possible resules from cheir
skin care program.
Teach your staff to create a shore dialogue
with clients, relacing the services a clientis signing
s = =
up to receive or is receiving with your home care
products. In effect, have your team members
become trearment tour guides. They should be
mindful that less is more—conversations should
be shortand to the point, and any conversation
with a client needs to focus on what the client
wants to improve upon, not what the skin care
professional initially thinks is wrong withan
individual’s skin. Ask questions, dont eell. Find
ways to suggest how a client can obrain cheir
skin care goals. Listening to their thoughts
£ & £
makes the sales process focus on what the client
wants to address and helps to building a trusting
8 £ e
relationship between staff members and clients.
Ateer that relationship is established, chere will be
ample opportunity for further recommendations.
Also, do not underestimate the imporeance
ot front desk personnel to the sales process.
Those team members need to be rewarded for
success, as well. All too often, the front desk
staffers are the first ones to gain a clients truse,
beginning by answering the phone. making an
appointment, greeting, the individual ac her first
L= L=
service and speaking with that person as she
~
exits the spa. Simple etiquette goes along way.
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Atfeer a treatment, the service provider should

walk the client to the front desk, ensuringall

is well and letting her know what products are

recommended for achome use. The front desk

personnel should then aid in c[using the sale.

PAYI N G COMMIsSSIoNs is NOt

effective unless you monitor pcrformance

and provide feedback.

June 2008 © Skin Inc.

Top training

Sellingisa learned skill. You must assume your
staff members are coming to you with liccle—if
any—sales training, Establish a structured
program to teach them how to recommend
products and upgrades, and include in chis
training such basic principles as where to stand,
what to say and how to say it, and the importance
of‘alt\'a’\-‘s maintaining eye contact. At the risk of
being repetitive, look to your key supplicrs ora
consultant to help you in this task if necessary.

One of the most effective tools can be
role-playing, Start every day witha member
of the stal‘Fbcing assigned ro speak on the key
sc“ing points ofaline or spcciﬁc pmducr. And
look to your supp[icrs o pm\'idc you with this
information. Invite vendors and suppliers into
your spa to conduct training on site, as well as to
prm'idc.‘ the appropriate incentives for your staffif
team members perform successfully.

Information is power. Show-and-tell
presentations by staff are invaluable. [dentify
the products that your team members need
more information on, and get the vendor to
explain why a particular product or line is worth

purchas‘ing and reccommending,
g s

The right products and
vendors

Now to ensure you are carrying the right
products. Make sure the pmduct lines you select

meet the clients needs, not yours. Your lines

wwuw. Skinlnc.com

must HE I}'IC ({CI]\OgF&PhiC\ OI"‘\'OLIF Pl'.ll_'l'iL'L‘. f\”

too often, spas carry lines thata member of the
stafflikes or is familiar wich. Unfortunately, that
just doesn't build a retail business.

The product line’s distribution channel
also must protectyou and your scaff. Thisisa
non-debatable and non-negotiable fact. Ifyou
carryaline readily available via retail outlets and
channels other than skin care professionals or spas.

your success will be limited—if notimpossible.

Commissions, incentives and
contests

With the growth of sales, the growth of
rewards for sales should increase, too. Most spas
pay commissions as follows: For 6% of sales, less
than 1% commission; for 7% of sales, under 5%
commission; 5-9% commuission for 10-14% of
sales; and 12% commission for 15-19% of sales.
In fact, 50% of all spas do not pay frone desk
personnel any incentives for retail sales! And if
the staff does not have any incentive to sell, they
wont. Providing incentives for front desk staff,
as well as esthericians and other team members,
isa key to retail sales. Think about assigning one
person to be the retail driver, and have that person
keep track of what s selling and who is selling it.

Mo\-ing‘ into using commissions to

motivate your staff, know that paying

—_— e
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Keys to Retail Success

o Offer superior services that provides resules—fluff-and-
buff erearments are losing appeal.

¢ Provide outstanding customer service—treat clients like
guests ata five-star resort.

o Demonstrate good listening skills.

o Commit to ongoing staff education and training.

o Pick your vendors carcfully—select limited distribution,

destination products.

Hire for success.

o Establish realistic sales goals.

Commission Options

m Sales Volume in $
1 % Commission

$501- =$1000

m % of Service Revenue
from Retail Sales
% Commission

>60%

40—-60%

72 June 2008 © Skin Inc.

commissions is not effective unless you
monitor performance and provide feedback

to staff members every month to show them
how thcy are doing. And there are several
alrernartives to paying straight commissions

on sales. First, create a minimum sales volume
for cach staff member before commissions

kick in, and make the percentages higher as an
individual sells more. Increase percentages as
sales volume goes upAH)r chmplc. the first
$300 week in sales pays 5% in commission.
Then a $501-1.000 week pays 10%, and, beyond
that, a week with more than $1,000 in sales pays
a 15% commission or |1ighcr,

Anotherideais to set up an incentive system
based on sales as a percentage of service revenue
by treatment rypc—if'up to 40% of a service’s
revenue is from retail sales, chat leads o a 10%
commission. Having 40-60% of the service
revenue be from retail means a 15% commission,
and a 20% or more commission would be
when 60% of the service's revenuc is from retail
sales. Sull anocher OpLion is to ti¢ sales goals
to specific treatments—for facials, 50% of the
treatment revenue should in retail sales: for bod_\"
trearments, 15% of revenue from retail sales; for
laser services, 15-20%: 10% for in]cctiblcs; and
10-15% for hair and nails.

[fnone of these SYSTEMS SCCM 1o fir your
business, dcw:[np one of'_\'our own dusign. No
one formula is pcrfcct. so find the pl;m that
makes selling the most exciting to your staff. And
to be sure vou are gerting the right idea, involve

) 5 s &
team members in these discussions.
Esscntia]ly. anincentive program should be

PLI[’POSL"d riven. [)il.']'i danarca you want to sce

www, Skinlnc.com

improvement in—such as the number of items
sold, the average sales per team member, or
promution ofa spcciﬁc item or line—then be
clear how the success will be measured, and stace
the reward specifically.

Toalso give retail sales an inventive flair, make
ita game for your spa’s staff. Incentive programs
that have been highly successtulinclude:

o Tic Tac Toe—Make a board wich squarcs,
which does not necessarily have to be
limited to nine. When an item is sold, have
the seller put their initials in a square. The
first person to make a line or the one with
the most boxes at the end of the contest
wins.

o Up, Up and Away—Fill balloons wich
coupons for prizes and money. Then, when
atarget or goal is hit, have the staffer break
a balloon and win the subscquent prize.

o Got the Fever—Drawa simple
thermometer onalarge picce of paper with
agoal number at the top, and color in the
sales volume or item total along the way.
The first team member to the top wins. This
can also be used for an entire staff reward.

o Offto the Races—Sct up arace track ona
board with goal numbers on it and assign
cach statt member a horse. The first one
around the track wins.

o Poker—For cach retail sales item or rarget
hit. provide the tcam member with a card
from a special deck. At the end of the
contest period, the staffer who can make
the best poker hand wins.

o Pass the Buck—The person with the
highest single sale of the weck, largest
upgrade or other measured retail sales
goal gets $25 or $50. Obviously, the firse
seller of the contest period is in the lead,
so she gets to hold the money. As cach
subsequent sale is larger and larger, the
person hoiding the $50 has to passitto the
new leader. The person holding the money
atthe end of the pcriod getsto kccp it.

¢ Go For the Gold—An Olympic-type
competition thar pays tor achicving gnals
such as largest weekly sales, most items per
sale, mostsales per day or highest weekly

S;llt.‘!i. The gL).lIS can vary ['.l'()l'l'\ \\'L‘L‘I'( o
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HIGHER

retail sales and
faster turnover
cqual greater

profits.

\\’CL‘](. ascan thl’.‘ PTiZCS. .'ll'id you can I'Ell‘lk
s:aﬂ:mcmbcrs ﬁrst, SCCOHd. tI]il’C] ‘.ll‘ld SO on.

FOI’ any OFEhL‘SC gamcs. E}'I(.‘ rcwards can bc

structured to be creative and include one or more

of the following: increased commissions during
the contest, free products, professional magazine
subscriptions, gift cards or professional mecting
attendance options. A favorite reward is also the
secret shopper assignment, in which the contest
winner is assigned to go to a competing spa that
you admire and have a paid trearment or service.
They then report back to your team on the pros
and cons of what others are doing,

Vendors as strategic partners
Rewa rding your spa's staff membersisa great

way to encourage them to hel p move retail

sales, sure, but how should you pay for these

rewards? By now, you can likc!}-' guess the answer:

Get your vendors to chip in b_\f supp])’ing free

products, cash and the like if cheir products are

at the center of the retail sales drive. It really is a
win-win situation.

And even though all vendors cantalways
doall of the following, do be sure to ask them
what kinds of incentives they can offer you. If
they do not do what you need, move on. The
vcndor—providcd incentive options can include:
no minimum orders, seasonal incentives,
participation in cmploycc incentive programs,
employee discount programs, education and
training programs, marketing and open house
support, trade-out and buy-back programs, dircct
shipping to clients, newsleeeer support, collateral
materials at lictle or no cost, special discounts for
testers, no-questions-asked returns, visitations,
technical support, hotline options, protocol
development, signature treatment design, menu
assistance and a speaker’s program.

Stellar retail space

Moving into the location of the products
themselves, your retail space should be nearand

RETAIL

clean, provide goad visibility, create excitement
and be casily accessible to your clients. It should
also be educarional and informative, organized
by collection, range and order of application.
Allocate at least 15% of your facility's space to
retail and keep impulse items by the checkout
counter. Also, remember thar most women's
average ]\t‘iﬂht is 5 feer, 5 inches, so kccp
pr(\dLIL s at cye IL\ L] as I]]ULI'! as you can, and
put the spa name everywhere to help build
vour brand. ant—of—pu rchase displays and
shelf-ralkers help build retail sales volume and
profits, as well.

You should be able to measure your sales
asa PL reentage of total spa revenue, b\ ty pc

appard*rn [:nl sales per ncknt. saks by staﬂ
member, sales per square foor, and inventory
turnover by item. Note chis simple fact: Higher
retail sales and faster turnover equals greater
Pl’(‘ﬁ[s. SO '\,"(Ju Shﬂllld [(‘(\k toturn .\'kﬁul' In\'(:l'ltk)r}
over every 60-90 days.

Be the seller

Fina“y. all of the above retail initiatives lead to
aretail sales program? chat has you preparing fora
sale cquippcd with busincsa—spcciﬁc informartion
about your spaon product knowledge, sclecting

) & »
the righe product mix, making sure your skin care
(= (= ’
supplicr Is astrategic partner, in\'csting in cr.linimbv
and cducarinu your staff, uskinﬂ and discm'crin"
your client’s nuds lcarmnu o :mmll\ J\L—not
tell—clients about pmblr.ms presenting products
as solutions and as a concinuation of professional
treatment protocols, practicing overcoming
£ &
objections, and closing the sale. And never forget
to follow upw rich c,a”s after clients visics so you
can build on that initial sale, translating the

rearments and products into future visits and
additional retail revenue, )
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