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Disruptions

U.S. sales in the beauty services industry reached nearly
70% of pre-pandemic levels in 2021, achieving a market
value upward of $57 billion.

Digital Makeover Continues for Beauty Services
Industry

Beauty services are pursuing initiatives from booking and
payments innovations to “treat now, pay later” programs,

while retailers are experimenting with technology-driven
“salon experiences.”

Convergence of Beauty Services and Products
Puts Spotlight on Partnerships

Digital transformation was key to the beauty service indus-
try’s survival during the pandemic, but new trends signal
both challenges and opportunities ahead.

Hair Services Dominate the Beauty Market

Hair services accounted for well over half the value of the
$57.1 billion U.S. market for beauty services.
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24 How Digital Platforms Are Easing Spas’ and
Salons’ Top Pain Points

With many salons and spas struggling with staff shortages
and other challenges, an industry insider explains how dig-
ital payment platforms are making a difference.

30 Beauty and Wellness Outlook Remains Robust

Considering that 26% of consumers plan to spend more
money on their appearance this year than they did last
year, the beauty services space has a bright future.
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Need to Know

Beauty Se rvices Beauty services have been making a

strong comeback since the height of the

Rebounding pandemic.
From Pandemic

: : 57.1B
Disruptions ¥

Value of the total U.S. beauty
services market in 2021

Although the global health crisis impacted nearly all indus-
tries, beauty services were among the worst hit, with an
estimated 20% of salons shut down permanently due to
COVID-19, according to a recent report.

$233.8B

Value of the worldwide salon
services market in 2023

The industry’s growth was strong going into the pandemic, and
as the worst of the crisis has receded, the beauty service mar-
ket has begun to rebound. Sales in the United States reached
almost 70% of their pre-pandemic levels in 2021, with a mar- b
ket value eclipsing $57 billion. This comeback has extended
globally, with the worldwide market for salon services valued
at an estimated $233.8 billion in 2023. Nevertheless, emerging
shifts are creating new challenges as well as opportunities
for the industry.
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Need to Know

Consumers’ definition of
beauty is merging with that
of wellness, with demand
for services on the rise in
both sectors.

Beauty services generally fall into three major market catego-
ries — hair, skin and nail services — with a smaller category
comprising sales of in-salon merchandise. Haircutting and
styling services generated nearly $22 billion in 2021, while hair
coloring, tinting and other hair care services accounted for $11
billion. Skin services made up the second-largest segment,
at nearly $12.5 billion, followed by nail services, at $8 billion.
Core services in hair care were up anywhere from 23% to 100%
between 2021 and 2022.

One recent report also found that the definition of wellness is
expanding to include beauty services, with 65% of Americans
in 2022 believing that beauty and grooming are a part of well-
ness. Moreover, although women generally spend more on
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Several specific beauty and wellnhess
services were on the rise between
2021 and 2022, according

to a recent report.

- N 4 e
Top three Top three
beauty services wellness services
A Manicure/pedicure IV therapy
(up 50%) (up 50%)
A Eyebro.w waxing/ Red light therapy
threading (up 50%)
(up 50%)
A BOTOXfillers Massage
(up 37%) (up 37%)
N J X J

Source: Mindbody. 2022 Mindbody Wellness Index: Beauty Report.
https://www.mindbodyonline.com/business/education/research-report/2022-
beauty-and-wellness-trends-report. Accessed April 2023.

beauty services than men, millennial men offer an unusual growth
opportunity: Men ages 25 to 40 have greater purchasing power and
are tapping certain services, including barber services and advanced
skin care, more than any other demographic.
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Need to Know

Technology is blurring
the line between services
and products in the

beauty industry.

A report
predicts several
top trends
affecting the
beauty services
industry:
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Despite the market’s recent rebound, the pandemic’s disruption of
the beauty services industry is expected to continue, with experts
predicting that sales will not return to pre-pandemic levels until
2027. Some of the important challenges service providers will wres-
tle with in the meantime are labor shortages and the rising costs of
doing business. As with other verticals, personalization is coming to
the fore, with strong growth anticipated for specialized services in
luxury spas and salons.

Technological innovations are playing a powerful role as well, and
these are beginning to blur the line between service and product
offerings. As retailers experiment with experiential in-store offerings
using augmented reality (AR) and virtual reality (VR), salons and spas
are finding new revenue streams through software that allows them
to expand their services into digital product offerings and eCom-
merce. Given these trends, partnerships with retail brands could
hold particular promise for service providers.

S

Growth in players
offering both products
and services
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Growth in advanced
procedures

Growth in specialized
rather than generic
services
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News and Trends

Digital Makeover
Continues for Beauty
Services Industry

CIBC Innovation Banking recently announced its provision
of $12 million in growth financing for Dublin-based Phorest
Salon Software, a top provider of online booking and man-
agement software for salon entrepreneurs. The company
will leverage the financing to accelerate the launch of next-
generation platform and machine learning initiatives.

Phorest boasts more than 155,000 hair, beauty and clinic ser-
vice customers worldwide that use the software to facilitate
every point of the salon experience, from online bookings
and stock control to eCommerce and payments. The com-
pany says the software is intended to allow salons to focus
on success by reducing their administrative burdens.
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Avere Beauty rolls
out ‘treat now, pay
later’ program for

its customers

Pittsburgh-based Avere Beauty has launched a “treat
now, pay later” option to make its services more afford-
able. Customers will be able to use the option to cover
med-spa services, laser treatment and other services
from Avere Beauty. Using a state ID and mobile phone
number, eligible customers can choose from a variety of
monthly payment plans.
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News and Trends

Beauty retailers (IS e T "

lean into in-store i : ’
‘salon experiences’
to drive sales

A number of beauty retailers are experimenting with
immersive store experiences to invite shoppers back to DONNA ARNOLD SALLY
brick-and-mortar in the pandemic’s wake. Retailer Sally enior director ofr reta [
Beauty, for example, is utilizing technology to create
“memorable and personalized” interactions at Studio

by Sally, a do-it-yourself-centric concept store, which
opened in March. The store is the culmination of the
company’§ modernizat.ion BEFES SIES EE Pandemic’s Sales associates at the concept stores will consist of
onset, Wh'Ch spurred-lt to update legacy pqlnt—of—sale trained cosmetologists who will work with customers in a
systems |n.-sto.re e |mpl.e.m.e.nt 2 MEY SelEom o SR “salon-style consultation” to help them achieve at-home pro-
POTIE FERISIS Liveielry vty fessional results using the stores’ products. The focus will

be digital-first, from virtual check-in and digital education
to streaming demos and take-home videos from the individ-
ual sessions.
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News and Trends

Ulta Beauty seeking
to accelerate
innovation with new
funding program

Ulta Beauty launched a digital innovation fund, Prisma
Ventures, which will invest $20 million in technology
startups. The investments will be allocated to companies
working on emerging technologies, including AR, VR and the
metaverse, custom beauty products and more. Moreover,
recipients of the funding will have access to Ulta Beauty’s
consumer insights and market testing capabilities.
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PYMNTS Intelligence

Convergence

of Beauty Services
and Products

Puts Spotlight

on Partnerships

The pandemic’s closures of in-person businesses forced a hard dig-
ital pivot on beauty services providers — one that allowed many
to survive. With increasing consumer demand for convenient and
contactless payment options, however, the industry is finding value
in digital transformation long after most pandemic strictures have
eased. Nearly 90% of Americans used some form of digital payments
in 2022, 62% used two or more forms — up from 51% the year before
— and the use of mobile wallets has surged.

The beauty industry is on the road to wellness, but as pandemic-
fueled trends evolve, it is seeing new shifts in how consumers pur-
chase and interact with both service and product offerings, creating
challenges and opportunities for both.
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PYMNTS Intelligence Online booking is now a must in the
beauty services industry.
<
10% h8%
Digital shift
becoming permanent
Share of salon Share of salon and

and spa customers spa customers who
Whether spas or salons, providers of beauty services are who prefer online continue to use
expanding their digital presence, from booking and pay- booking over only online booking
ment capabilities to customer outreach and advertising. calling in for future bookings
Online booking, in particular, is now a must. Nearly half . .
of beauty and hair salon customers book their appoint- upon trying it
ments outside of a salon’s operating hours, and a larger

percentage of customers, after using online book- -
ing functionality, keep booking appointments online.
Without offering customers a convenient way to book
and pay for appointments, beauty services providers can
no longer compete with more technologically advanced
establishments.

Digital payments can also help beauty services providers lower
costs. Traditional payment methods, such as cash and checks,
require manual handling and processing, which can be labor-
intensive and costly. Receiving paper checks, for example, has
a median cost of $1 to $2, compared with a cost of 26 cents to
50 cents for an automated clearing house payment.

%
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Responding to the
growing convergence of
services and products

Although the beauty services industry is on its way to well-
being, a recent report identifies a number of new challenges
that have grown out of the pandemic’s market disruption.
While researchers forecast strong growth for specialized
offerings, such as luxury spas and salons and nonsurgical
skin services, they predict a slower recovery for traditional
salons and spas due to both an increase in labor costs and
consumers having become accustomed to do-it-yourself
solutions during the pandemic.

According to the report, the number one beauty industry
trend is a blurring of the line between brands that offer prod-
ucts and those that offer services, which is being driven by
both groups. Retailers are seeking to grow foot traffic with

B2B and Digital Payments Tracker®Series | 21
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Beauty services providers can add
new, lucrative revenue streams by
diversifying into product sales.
o o
55%-80%
Average profit margin for beauty
products
o o
& 5%-20%
oace 'M; Average profit margin for beauty
- services
.

technology-fueled “experiential” offerings that mimic salon or spa
services. Meanwhile, sales of products from within spas and salons
are expected to outpace the overall services market. For this rea-
son, the report recommends that service providers leverage their
stronger relationships with customers to expand into product sales
as a way of diversifying their revenue streams. In particular, partner-
ships with beauty product brands can benefit service providers by
offering marketing and other sales support.
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Chart of the Month

y

The Beauty Services Market Is Dominated

Hair Services by Hair Services
Dominate the

2021 US beauty services market, $ billions
B e a u ty M a r ket B Hair services [ Skin services [ Nail services Merchandise sold at salons and spas

Haircutting Hair coloring  Other Makeup Tanning Merchandise
and styling and tinting hair care 1.0 06 sales

According to recent research, hair-related
services comprise more than half the over-

all beauty services market. Hair services L II| 86 57.1
accounted for $32.9 billion of the $57.1 bil-

lion U.S. market for beauty services in 2021,
with haircutting and styling the largest seg- Skin care 0.8  Nalil
ment, at $21.9 billion. In comparison, skin Waing: mepvices
care generated a total of $12.5 billion — Dlepidp s

including injectables and waxing services
— and nail services accounted for $8 billion. \

Source: McKinsey & Company. The Beauty Battleground: The
Sprint to Win on Services, July 2022. https://www.mckinsey.

com/industries/retail/our-insights/the-beauty-battleground-

the-sprint-to-win-on-services. Accessed April 2023.
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Insider POV

- . As salons and spas across the country recover
How Digital il Sl

from the pandemic’simpact, anindustry insider

Platfo rms Are Easi ng explains how digital systems are improving the

customer experience and helping to attract

Spas and Salons Top and retain customers.
Pain Points

Although the beauty services industry is rebounding from the
pandemic, spas and salons still face significant pain points.

Fortunately, some of the biggest challenges — from staffing
Enhancing payment and shortages to scheduling issues — can be addressed with a
digita[ processes enables straightforward solution, according to Jason Foodman, CEO and

president at Rosy Salon Software, the first cloud-based salon
software offered as a subscription.

the business to save time
and effort and maximize

profit. Cutting-edge payment In an interview with PYMNTS, Foodman explained that integrated
processes allow salons to digital payment and scheduling platforms can help beauty ser-

check clients in and out vic? -compgnies improve the customer experience and business
faster and even make tipping efficiency in a variety of ways.
easier, providing convenience
and a seamless experience
for the salon guest.

JASON FOODMAN
President

Rscy
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At a high level, bundling payments and scheduling into a single dig-
ital platform helps spas and salons focus more on what matters
— their customers. One of the top pain points service providers cur-
rently face is a lack of adequate staff to handle their customer needs
— with a report finding that more than half of hair and beauty ser-
vice companies have unfilled vacancies — leading many providers to
look for ways to save time and become more efficient with fewer
personnel.

“By moving scheduling, payments, confirmations, etc., into an
integrated digital process, it takes less time to complete tasks,”
said Foodman.

He explained that digital platforms make it easy for customers to
book appointments online and receive automated confirmation
and reminders about upcoming services. Then, when customers do
arrive for their appointments, these platforms can support desk-
less check-in and checkout at the establishment. These capabilities
reduce the need for staff to handle such tasks while also increasing
the likelihood of clients showing up.

Digital platforms’ payment capabilities also play an important role
in promoting efficiency. For example, these platforms can come with
optional card-on-file features, which speed up the payment process
while also supporting deskless check-in and checkout.

At the same time, these platforms can support digital tipping, from
a dedicated iPad, for instance, which makes tipping service providers
fast and easy, he said. Further, companies can leverage digital pay-
ment platforms to limit the negative impact of no-shows.

“No-shows are an ever-present problem that can result in signifi-
cant losses for the business. ... [Integrated payments solutions with]
features such as card-on-file and deposits can help salons curb the
problem and reclaim costs, therefore directly and positively affect-
ing the business’s bottom line,” Foodman said.

Companies can also use solutions like the one Rosy offers its clients
to tamp down on walkouts.

© 2023 PYMNTS All Rights Reserved
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“To keep clients from skipping out without paying for services, the
business should consider holding a credit card on file, even taking
deposits, before scheduling an appointment. There’s also the option
of running a pre-authorization before starting the service to confirm
the card’s validity.”

If it seems as if digital platforms with all this functionality are spe-
cifically tailored to address the unique needs of spas and salons, that
is because — at least in the case of Rosy — they are. The company’s
founder, Foodman explained, was a former salon and spa owner dis-
satisfied with the available software at the time. He thus set out to
design his own solution that better met the industry’s needs — and
this process remains ongoing.

“The software will continue to evolve, driven by industry trends,
along with our customers’ input and feedback,” Foodman concluded.

Digital payment and scheduling platforms can
help spas and salons streamline their operations
by:

e Enabling online appointment booking and
reminders
e Supporting fast and easy tipping options

o Offering deskless check-in and checkout
capabilities

" [17 L1774
[ 1
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What’s Next

As the beauty and
4 wellness industry
continues to expand

Beauty and and demand grows,
Welln ess Outlook benefit from upleveling

their payment technology.

Re m ai ns RO b u St Digital payment solutions,

including those provided by American

Express, can help manage increasing
transaction volume and make for a secure
and seamless customer experience.

In the coming months, the market for beauty services is
expected to keep expanding. Consumer interest in haircuts,

nail care and other services will not disappear. In fact, it These solutions can also give merchants
looks as if it may actually increase, with one study finding important insight into spending trends to
that 26% of consumers plan to spend more money in 2023 help prepare for the future, including what
on their appearance than they did last year. Moreover, the

global professional beauty services market is expected to types of beaUty products and treatments
expand at a compound annual growth rate of 4.7% through are popular and where customers are

2032. Service providers can make the most of this oppor- spending their money.

tunity by ensuring they have the digital systems needed to

keep up with customer expectations.
TESSA DOOLEY AMERICAN
Vice president EXPRESS
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PYNNTS PYMNTS is where the best minds and the bgst content meet
on the web to learn about “What’s Next” in payments and
commerce. Our interactive platform is reinventing the way
in which companies in payments share relevant information
about the initiatives that shape the future of this dynamic
sector and make news. Our data and analytics team includes
economists, data scientists and industry analysts who work
with companies to measure and quantify the innovation that
is at the cutting edge of this new world.

AMERICAN American Express is a globally integrated payments com-
EXPRESS pany, providing customers with access to products, insights
and experiences that enrich lives and build business success.
Learn more at americanexpress.com, and connect with us on

Facebook, Instagram, LinkedIn, Twitter and YouTube.

Key links to products, services and corporate responsibil-
ity information: personal cards, business cards, B2B supplier
center, travel services, gift cards, prepaid cards, merchant
services, Accertify, Kabbage, Resy, corporate cards, business
travel, diversity and inclusion, corporate responsibility and
Environmental, Social and Governance reports.

We are interested in your feedback on this report. If you have ques-
tions or comments, or if you would like to subscribe to this report,
please email us at feedback@pymnts.com.

The B2B and Digital Payments Tracker® Series may be updated periodically. While reasonable
efforts are made to keep the content accurate and up to date, PYMNTS MAKES NO REPRE-
SENTATIONS OR WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE COR-
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TENT IS AT YOUR SOLE RISK. PYMNTS SHALL HAVE NO LIABILITY FOR ANY INTERRUPTIONS IN
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