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The hair salon industry is a significant sector of the economy that provides grooming and styling services to customers of all ages and genders. The industry has evolved over time, adapting to changing consumer preferences and trends. However, like all industries, the hair salon industry is affected by external factors such as political, economic, social, and technological changes. In order to gain a better understanding of the hair salon industry, it is important to conduct a PESTEL analysis, which examines the factors affecting it. Additionally, it is helpful to analyse the industry using Porter's Five Forces framework, which looks at the competitive forces that shape the industry. These two tools ‘are among the most important and popular concepts taught in business schools around the world’ according to Anton (2015). 
In this report, we will provide an overview of the hair salon industry, including its current state, major discussions, and prospects, as well as conduct a PESTEL analysis and analyse the industry using Porter's Five Forces framework.
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One source for an overview of the current state of the hair salon industry in the UK is the IBISWorld Industry Report for Hairdressing and Beauty Treatment in the UK (2022), the key highlight for this coming period is that ‘industry operators are expected to face increased cost pressures as a result of the introduction of customs checks for UK-EU trade’. This report provides a detailed analysis of the industry, including market size, growth trends, and key success factors. It also covers industry challenges and opportunities, as well as the competitive landscape.
[bookmark: _Toc128985135]Key aspects
The hair salon industry is a competitive and rapidly evolving industry that operates in a highly dynamic business environment. Some of the key aspects of the business environment in this industry include:
[bookmark: _Toc128985136]Market saturation 
The hair salon industry is highly saturated, with numerous salons offering similar services in most regions. This makes it challenging for new entrants to gain a foothold in the market and for existing salons to differentiate themselves.
[bookmark: _Toc128985137]Changing consumer preferences
Consumer preferences in the hair salon industry are constantly evolving, with trends and styles coming and going quickly. Salons must be agile and adaptable to stay relevant and meet the needs of their clients.
[bookmark: _Toc128985138]Increasing competition from alternative service providers
In recent years, alternative service providers such as mobile hairdressers and home-based stylists have emerged as a threat to traditional salons.
The industry has also faced challenges, particularly in the wake of the COVID-19 pandemic. Many salons were forced to close for several months due to lockdown restrictions, which has had a significant financial impact on many businesses. Cerf (2020) says that ‘shutting down personal businesses such as hair salons has been helpful medically but disastrous from an economic perspective’.
Despite these challenges, the industry is expected to continue to evolve and adapt to changing consumer preferences and trends in the coming years.




[bookmark: _Toc128985139]Main discussions

The hair salon industry is a complex and dynamic sector that involves various discussions and debates. Some of the main discussions related to the hair salon industry are labour, sustainability, diversity and consumer safety.
One of the main discussions in the hair salon industry is the treatment of employees. Many salons have been criticized for their employment practices, such as low wages, lack of benefits, and long working hours. ‘Hairdressers wages in the industry are significantly lower than wages of many unqualified workers’ says Cutcher (2001), despite the skills required for this labour.
The industry is increasingly focusing on sustainability, with many salons adopting eco-friendly practices, such as using renewable energy sources, reducing waste, and using natural products.
There is a growing awareness of the need for diversity and inclusion in the hair salon industry. This includes ensuring that customers of all races and genders feel welcome and represented in salons, as well as increasing diversity in the workforce.
With the COVID-19 pandemic, there has been a renewed focus on consumer safety in the hair salon industry. Salons are adopting strict hygiene and sanitation practices, and many are investing in new technologies to reduce the risk of infection, things such as hand hygiene have become vital, as it is ‘widely accepted as the cornerstone of infection control’ as said by Roshan et al. (2020).
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In business, before any important decision can be implemented, a full analysis must be conducted. PESTEL analysis is one such method used to evaluate the external macro factors affecting an organization. It evaluates political, economic, social, technological, environmental and law factors.
The PESTEL analysis shows that there are both positive and negative factors that can impact the hairdressing salon business. It is important for businesses to monitor these factors and adapt their strategies accordingly to minimize risks and take advantage of opportunities.

[bookmark: _Toc128985141]1. Political factors 
Political factors, such as regulatory compliance, play a significant role in the hair salon industry. For instance, health and safety regulations set by government agencies can impact the way salons operate and provide services to customers, additionally, trade agreements between countries can affect the import and export of hair care products and influence the competitiveness of hair salons in different regions.
Politics has to do with government, and Sahrash & Rao (2022) say that ‘the taxation policies it adheres to are crucial factors in determining the stability and sustainability of an organization functioning in that environment’.
Government regulations related to health and safety, licensing requirements for hairdressers, and zoning laws can affect the operations of hair salons too. Changes in these regulations can impact the way hair salons operate and the cost of doing business.
Tax policies, such as increases in sales tax, can affect the prices that hair salons charge their customers, which can impact the demand for their services.
Trade Policies such as tariffs and import/export restrictions can affect the availability and cost of hair care products, hair salons that rely on imported products may be affected by changes.
The political stability of a country also affects the hair salon industry because unstable political environments can lead to economic uncertainty, which can impact consumer spending and lower demand for hair care services.
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The economic environment within a hair salon is shaped by various internal and external factors that can affect its performance and profitability. 
Economic factors such as changes in disposable income, market demand and interest rates, significantly influence the growth of small and medium-sized enterprises in the hairdressing and beauty industry. It is important to understand these economic factors and their impact on the industry for business success and strategic planning.
The hair salon industry is highly competitive, with many salons competing for the same pool of customers, this competition can drive down prices and profit margins making it challenging for new or small salons to succeed. 
The location of a hair salon can impact its visibility, accessibility, and potential customer base. Salons located in busy shopping centres or near high-traffic areas may have an advantage over those in more remote or less visible locations.
For these reasons it can be hard to succeed as a new hair salon, in a study of funding for small businesses such as hair salons, Madichie et al. (2019) recommend ‘cautionary utilisation of personal savings’ when investing in such a business.
[bookmark: _Toc128985143]3. Social factors
The hair salon business is influenced by a range of demographic factors, including age, income, gender, household size, births, deaths, and urbanization. Understanding these factors can help hair salon owners tailor their services to meet the needs of their local market.
Hair salons are often a place of community as well, Finlay et al. (2019) talk about various meeting places including salons, and say that ‘these places enrich social interaction, sense of community, and belonging outside of the home and workplace’. Which is why a hair salon should be welcoming and a positive environment for the customers.
The age of the population can have a significant impact on the hair salon business. As people age, they may require more hair care services, such as hair colouring, styling, and hair loss treatments.
Income levels can also influence the hair salon business. Higher-income individuals may be more willing to pay for high-end hair care services, while lower-income individuals may only be able to afford basic haircuts.

[bookmark: _Toc128985144]4. Technological factors
The technological environment is an important factor that can impact the hairdressing industry. Businesses that keep up with the latest technological advancements can stay competitive and respond to changing customer needs by using digital tools and integrating technology into their operations, this allows hair salons to improve the customer experience and attract more customers. 
The use of online booking and payment systems can make the booking process easier and more convenient for customers, many hair salons have implemented online booking systems to allow customers to book appointments quickly and easily.
Hair salons can leverage digital marketing to reach a wider audience and attract more customers. Social media platforms such as Facebook, Instagram, and Twitter can be used to showcase work, offer promotions, and engage with customers.
With the help of video conferencing tools, hairdressers can provide consultations, give hair care advice, and even offer tutorials on how to style hair online, growing their brand.
Technological advancements in hair styling tools have made it easier for hairdressers to achieve desired hairstyles. For example, hair straighteners, curling irons, and hairdryers with advanced features can make the styling process faster and more efficient. Miranda-Vilela et al. (2013) discuss hair straighteners and how they are ‘high demand by customers aiming at beauty, social acceptance and ease of daily hair maintenance’, which shows how quickly technological advances take over in the industry.

[bookmark: _Toc128985145]5. Environmental factors
Environmental factors are an important consideration for the hairdressing industry. Businesses that prioritize environmental sustainability can improve their reputation and attract environmentally conscious customers. By reducing the impact on the environment through proper waste management, saving energy and water, and using eco-friendly products, hair salons can operate responsibly.
Environmental regulations, social pressure from customers, and cost savings from resource efficiency are important factors that drive the adoption of green innovation in the hair salon industry. 
Hair salons produce a significant amount of waste, including hair, chemicals, and other materials. Proper waste management is important to minimize the environmental impact of hair salons, so some salons have implemented recycling programs.
Hair salons consume a significant amount of energy for lighting, heating, and styling tools, the use of energy-efficient lighting and styling tools can help reduce energy consumption and minimize the salon's impact.
They also consume a significant amount of water for washing hair and cleaning, the use of water-efficient fixtures and equipment can help reduce water usage.
A variety of chemicals are used in their operations too, including hair dyes, shampoos, and other hair care products. Some of these chemicals can be harmful to the environment if not properly disposed of, so salons can minimize their environmental impact by using eco-friendly products and following secure disposal guidelines.

[bookmark: _Toc128985146]6. Legal factors
Legal factors can have a significant impact on the hairdressing industry. Businesses operating in the industry must stay up-to-date with the legal requirements and regulations that apply to their operations, by complying with these requirements, hair salons can operate legally and ethically while providing quality service to their customers. 
Hair salons must comply with employment laws such as minimum wage requirements, overtime pay, and workplace safety regulations. Compliance with these laws can impact the cost of labour and the profitability of the salon.
There must be respect for the intellectual property rights of others, this includes not using trademarked names, logos, or images without permission.
They must comply with health and safety regulations to ensure the safety of their customers. This includes maintaining a clean and sanitary environment, properly disposing of chemicals, and following hygiene protocols.
Hair salons must comply with licensing requirements in order to operate legally by obtaining the necessary permits and licenses from local and state governments.
They must comply with tax regulations and pay taxes on their income, which will impact profitability and potentially prices.
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Porter's Diamond Model is a framework that explains why some countries or regions are more competitive than others in a particular industry. The model was developed by Porter (1990) and was first presented in his book "The Competitive Advantage of Nations" where he says ‘a nation’s advantages in competing against other nations are reflected in its performance in international economic transactions’.
The competitive advantage of the hairdressing industry using Porter's Diamond model, includes factors such as factor conditions, demand conditions, related and supporting industries, firm strategy, structure, and rivalry. 
Factor conditions refers to the factors of production that are necessary for the industry to compete effectively. In the case of hair salons, the most important factor is skilled labour. Hairdressers and stylists are the backbone of the industry, and their availability and expertise are crucial. 
The demand conditions refer to the size and growth of the market, as well as the sophistication and diversity of consumer needs. The hair salon industry is highly dependent on consumer demand, and its success is determined by the availability of customers, since the demand for hair care services is influenced by changing fashion trends, personal grooming habits, and the overall economic climate.
The hair salon industry relies heavily on related and supporting industries, such as hair care product manufacturers, beauty schools, and trade organizations to thrive. The quality of these industries can have a significant impact on the competitiveness of the hair salon industry.
Firm strategy, structure, and rivalry is the way firms are organized and compete with each other. The hair salon industry is highly fragmented, with a large number of small and independent businesses and some major organizations. The industry is also characterized by intense competition, with many salons offering similar services at competitive prices, trying to out-do each other and gain the loyalty of local customers.


[bookmark: _Toc128985148]Cultural web
The cultural web is a tool used to visualize the different cultural traits or influences affecting organisational culture.
The Cultural Web model applied to the hair salon industry consists of:
· Stories: hair salons may have stories that reflect their unique history, such as how they were founded and their journey to success. 
· Symbols: symbols used in hair salons can include the salon logo, the salon's decoration and design, and the products and tools used in the salon.
· Power structures: power structures in a hair salon may include the salon owner, managers, and stylists. The owner and managers may have decision-making power over salon operations, while the stylists may have power over their own clients and styling techniques.
· Organizational structures: organizational structures in hair salons can vary, with some salons having a traditional hierarchical structure and others having a more flat or decentralized structure.
· Control systems: control systems in hair salons may include scheduling software to manage appointments, product inventory systems, and financial reporting systems.
· Rituals and routines: hair salons may have rituals and routines that shape the culture of the salon, such as how clients are greeted and served, how appointments are managed, and how products are recommended and sold.

By understanding the elements of the Cultural Web, hair salon owners and managers can identify areas where they can shape and reinforce the culture of their salon to build their brand. For example, they may focus on creating a positive and welcoming environment for clients, building strong relationships with staff, and establishing clear communication channels within the salon.
[bookmark: _Toc128985149]Impact on the organization
Culture can have a significant impact on the organizational efficiency of a hair salon. The culture of a salon can shape the attitudes, values, and behaviors of its staff, which in turn can affect how effectively the salon operates. 
The culture of a hair salon can impact how motivated and productive its staff are. For example, a salon that values teamwork, communication, and creativity may have staff who are more engaged and motivated to provide high-quality services to clients. Conversely, a salon that has a negative or toxic culture may experience lower staff morale and productivity, leading to decreased efficiency.

Culture can also impact how effectively a salon provides customer service. A salon that has a culture of putting clients first, providing personalized services, and maintaining a high level of professionalism may be more efficient at meeting clients' needs and retaining loyal customers. 

In summary, the culture of a hair salon can impact organizational efficiency in a variety of ways. By fostering a positive, productive, and customer-focused culture, salons can improve staff morale, increase customer satisfaction, and stay competitive in a rapidly changing industry.
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In conclusion, the hair salon industry is a dynamic and evolving industry that is impacted by several external factors. Businesses in the industry must adapt to these changes in order to remain competitive and meet the changing needs of their customers.
The industry is highly competitive, and businesses must differentiate themselves in order to attract customers and remain profitable, which by understanding the external and competitive environment of the industry, businesses can develop effective strategies to succeed in this market.
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