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Executive Summary 

Beauty Concepts, Inc. is discount beauty supply distributor of American Crew, Aquage, 

Biolage, Nioxin, Redken, and Joico products.  This business-to-business model will provide salons and 

licensed cosmetologists an electronic means of purchasing their beauty supplies, which today, is not 

option by most of our competitors.  Not only will we provide them a discount pricing strategy but the 

ability to order their supplies in convenient and user-friendly manner.  Other advantages we have over 

our competitors is the ability for customers to track their orders via a link to Federal Express website.  

(Federal Express is the carrier we choose to ship our product).  We also will have a customer loyalty 

program, which will provide customers with an incentive to reorder from our site.  As well as other 

incentives discussed within the paper for attracting and retaining customers. 

 Every licensed cosmetologist has a permit number issued by the state in which he/she is 

working (Note you can’t have a salon without a licensed cosmetologists).  This will allow us to 

regulate, who we are selling our product to.  Our site will allow everyone to view the products and 

information but when an individual wants to see pricing information or purchase a product they must 

first provide us with a permit number.  We will check this permit number with a database of all active 

permits in all 50 states before we will allow any pricing information or purchases to occur. 

 The management team of Renee, Diane, Karri, and Serhat bring to the team a wide variety of 

backgrounds to aid in the success of the business.  Serhat has professional training with a degree from 

the German government in communication electronics specializing in information technology. Serhat 

has done consulting for Hewlett Packard Germany, where he used Visual Basic to link SAP with 

Microsoft Product.  Renee brings to the table a wide variety of technical knowledge especially about 

networks and pc’s.    Diane, who is a project manager with a Fortune 500 company, manages all 

aspects of a financial project that has a budget of $1.8 million dollars and approx. 40 people. With this 

position she uses SDLC methodology to ensure on-time, quality deliverable is produced within the 

specifications of the customer.   Previously, Diane was on a SAP project as a Business Team Lead for 
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the financials (AR, GL and Deduction Mgmt) and master data set up (Customer, Products, Pricing and 

Promotions).  Karri brings to the team a financial background.  Karri has an undergrad in Accounting 

and is a CPA.      

 
Company Background 

History: 

Beauty Concepts, Inc., which will be based in Sioux Falls, SD, is a new start-up venture that is 

designed to be a “one-stop-shop” for salons and other licensed cosmetology professionals to purchase 

beauty supplies.  We choose only to sell to salons and other licensed cosmetologist for several reasons.  

One reason was because if you sell to the end consumer they only by the product one item at a time 

and the salons will more than likely buy in bulk.  Another reason is that the salons and licensed 

cosmetologists are considered experts in the field and will have the ability to recommend the 

appropriate product or products to meet the needs of the individual consumer.   

Mission Statement 

 To be a customer driven, low-cost provider of beauty supplies that is accessible to any 

professional with Internet access. 

Future Strategy: 

 As we start our business, we will be focusing on a select line of products that we will expand as 

we grow.   

Market/Competitive Analysis 

 We will be concentrating exclusively on selling products to salons and other licensed 

cosmetology professionals.  We will be starting with product lines from: American Crew, Aquage, 

Matrix Biolage, Nioxin, Redken, and Joico. 

 There are many beauty supply wholesalers, but only a handful currently sell online. We 

evaluated 6 companies that we found online. They are: MegaSalon, Health & Beauty Depot, Spiral 

Haircase, Cavallaro and Company, The Londoner, and Davidson Beauty.  Most of the stores offered 
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the ability to view the types of products they sell, although 3 of the stores did not allow purchases 

online and seemed to be simply web presences for existing stores.  Those that did allow online 

shopping concentrated their marketing efforts on costs by providing discounts off of suggested retail 

prices.   

Some of the weaknesses of these websites included limited ways to contact the company (one 

offered only an online form to fill out, while the other two only offered email) and little or no 

information on the company’s background.  This was very disturbing because there are quite a few 

customers who try to research and build relationships with the companies they conduct business with.  

All online merchants we studied offered a wide selection of product lines (some as high as 40 different 

brands) for hair, skin and nail care. 

The market is somewhat competitive with local or regional distributors.  Unfortunately for 

salons and professionals not near a distributor, they have to order their products through a mail order 

catalog.  Depending on the layout of the catalog, it may be hard for the professionals to make sure they 

are ordering the correct product.  Our company proposes to offer a detailed web site that professionals 

can go to and make sure that they have ordered the products that they wanted.  However, if the salons 

and professionals want to visit the local distributor, the distributors are only open a limited number of 

hours.  By allowing the salons and professionals to access our site 24 hours a day, 7 days a week they 

can order or view the products at their own convenience. 

Service and Product Analysis 

Beauty Concepts, Inc. will carry the highest quality product lines in the area of professional 

hair care products, through the use of an online beauty store.  The product lines, which our company 

will distribute, will come from some of the most widely respected names in the industry.  Through our 

online store we will supply the best selection of merchandise to salons and licensed cosmetologists at 

very competitive prices.  Our customers will be able to conduct purchases online 24 hours a day, 7 

days a week.   If a customer locates a better price somewhere else, and they contact our company, we 
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will send their order free of freight charges.  Our company will strive to meet a 24-hour turn around on 

product delivery, upon receipt of order.  We understand that salons and licensed hair care specialist do 

not maintain a large amount of inventory, and require fast service. 

  Our company will distribute items that target all family members.  Additionally, we will carry 

specialty products that target thinning hair, permed and color-treated hair, and various types of hair 

conditions.  The brand names of product, which our company will handle, are American Crew, 

Aquage, Biolage, Nioxin, Redken, and Joico.  For all stock, we will inventory various sizes to meet all 

requirements of the end-consumer. The perceived quality will be recognized through brand recognition 

evidenced by numerous mediums, such as: trade shows, industry periodicals, and manufacturer 

pamphlets.  All of the products, which we will distribute, are environmentally safe and hair stylist 

tested – not animal tested. 

 The product line breadth will be met through the different types of products that will be offered 

within a brand name.  We will offer various categories of products: cleansing (shampoos), conditioning 

(detangler, reconditioners, reconstructors), styling products (gels, mouse), and finishing products 

(pastes, hair sprays).   

Pricing Strategy 

 Our pricing strategy will be that of national pricing.  Since we are primarily dealing with one 

channel of distribution, Retail Internet, we will offer one level of base prices.  Our final price will 

allow a substantial enough margin over our costs to cover operating expenditures and an acceptable 

profit margin.   

To align our prices with other competitors, we will perform market research to ensure 

resistance is not met at start up time.  Our goal would be to ensure that our prices are not substantially 

higher or lower than the competitors, or our prospective customers will question the quality of our 

products.  We plan to offer promotional activity to lower the cost of our product by 10%.  Some of the 

funding will be received through purchases that our company makes from the manufacturer.  By 
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receiving off-invoice discounts and accruals that will be derived through volume purchases we can 

pass this savings along to our retail customers. 

We also intend to have a fixed shipping and handling charges based on the total purchase cost.  

For example purchases up to $100, we would charge $7.99, for $100 to $200 we would charge $9.99, 

for $200 to $300 we would charge $11.99, and anything above $300, the shipping and handling would 

be free.  These charges would be higher than what it actually costs to ship the product.  Therefore it 

could be an added source of revenue.  It may not be a material dollar amount but those small dollars 

start adding up over time.   

Sales and Promotion 
 

Beauty Concepts, Inc. represents itself as a customer orientated discount distributor. It is very 

important for us to supply customers’ their products in a timely and professional manner. Therefore, it 

is necessary to be flexible and to continually adjust the concepts to the customers’ needs and wants. To 

reach this goal we make flexibility a key part of our marketing concept. Furthermore we intend to 

present our customers a better price than the competitors as long as our profit margin will allow it. We 

believe that because of our small company size and low overhead costs we are in a position to make 

ourselves a key player in the beauty supply market. 

Customer Acquisition: 

 To attract customers to our website, we will make our website search-engine-friendly by 

including a meta tagi and register our site with the main Web search engines, like Excite, Yahoo, etc. 

Other online commercial mediums, like banners are not a component of our concept, because we are in 

the Business-to-Business model and they do not provide a cost effective means of advertising. The 

exception is that we will request industry sites, like trade associations, have links on their homepage to 

our website. Traditional commercial mediums, like direct mail and trade shows will be key elements to 

our marketing strategy.  
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Customers Loyalty: 

The average costs to attract new customers are five times higher than retaining one.  Keeping 

that in mind, we designed a customer loyalty program to help attract and retain customers.   In this 

program every customer will receive points for their purchases.  These points will accumulate and 

allow the customers to receive gift certificates to apply against future orders.  For example, if a 

customer orders $1,000 worth of merchandise they would receive 10 points.  Once the customer 

accumulates 25 points they will receive a $10 gift certificate to be used against future orders.  We felt 

this would a competitive advantage over our competitors without greatly impacting cash flow. 

Customer Recognition: 

 What happens if someone other than a salon or licensed cosmetologist wants to purchase an 

item we have on our site?  We would have a database built into our site that would allow that 

individual to enter in his or her zip code.  It would then give them list of our customers, with their 

permission, who carry that product in the surrounding area. 

 Order Tracking:    

 We have decided to use Federal Express as our delivery carrier.  We will have a link from our 

site to www.Fedex.com to allow our customers the ability to check the shipping status of their orders 

24 hours a day 7 days a week. 

Gift Packages: 

    We will also provide pre-assembled gift packages to our customers, which they will in turn sell 

to their clients.  This tends to be an extremely popular means promotion as well as allow our customers 

to target the gift-giving sector.   

Customer Contact: 

We will be in permanent contact with our customers.  We plan to send e-mails out to customers 

containing information like current specials, trends, to inform them about new products, account 

balance or orders, etc.  We also will have a telephone number on the web site to provide a human 
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element to the mix.  Some individuals who have problems, questions, or concerns and want to speak to 

an actually individual, they may do so during normal business hours.  For after hours, a voice mailbox 

will be available for them to leave a message and their call will be returned as soon as possible.  

Retention of Information: 

 We will have secure database that would retain majority of their information, like name, 

address, phone number, state cosmetologist license number, resale certificate number, etc.   A resale 

certificate number is a number provided by a state that indicates that the customer is in fact purchasing 

the items for resale and not for personal use.  (Note without this certificate XYZ corporation is only 

liable to charge sales tax on orders with a shipping address of South Dakota.  Beauty Concepts, Inc. 

has no nexus in any other state, therefore they are not liable to collect and remit sales tax on an order 

with a shipping address outside the state of South Dakota.  Nexus is the term used by states that 

generally states that if a corporation has a physical presence, sales personnel or does not ships it’s 

product via common carrier then they are liable to that state for income taxes as well as collecting and 

remitting sales tax.  Beauty Concepts, Inc. will only be physically located and have all the sales 

personnel in the state of South Dakota, and will be shipping the products via FedEx, a common carrier, 

they will only have nexus in South Dakota. )  This secure database would not contain any credit card 

information unless the customer requests that the database retain this information.  This feature will 

allow our customers to order their items in an efficient and accurate manner.      

Finances 

Beauty Concepts, Inc. is incorporated as a Sub-Chapter S corporation in the state of South 

Dakota.  We will lease office space in Sioux Falls, South Dakota and the 4 shareholders will be the 

only employees working in the organization at this time.  

Sub-Chapter S Corporation: 

 Beauty Concepts, Inc. would be legally structured as a Sub-Chapter S Corporation.  Internal 

Revenue Code §1361(a)(1) defines an S Corporation as a “small business corporation for which an 
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election under section 1362(a) is in effect for such year.  Section 1362(a) basically states that IRS 

Form 2553 (Election for a Small Business Corporation) must be filed with the Internal Revenue 

Service to make the Sub-Chapter S election.  This will allow the shareholders to get cash out of the 

corporation without double taxation, as well as decrease the amount of FICA tax paid by the employer 

and employee.  The net taxable income generated from a Sub-Chapter S Corporation flows through to 

the shareholders individual tax return regardless of distribution in the form of actual dividends.  The 

shareholder would report and remit there pro rata share (this is established in the articles of 

incorporation) of the taxable income on their personal income tax return.  In addition to federal tax 

savings the Sub-Chapter S creates a corporate veil.  This ensures that the legal liability is at the 

corporation level and limits the shareholders liability.  In other words if the corporation was sued for 

some particular reason, the shareholders personal assets outside of the corporation would not be at risk 

for loss. 

For a better understanding, lets compare a Sub-Chapter S corporation to a C Corporation.  In 

the C Corporation legal structure the Corporation reports and remits the tax.  If a shareholder wants to 

get cash out of the corporation they have 2 options, pay themselves a high salary or distribute 

dividends.  If they pay themselves a high salary, it is subject to individual income tax and payroll 

taxes, such as social security, Medicare, unemployment, etc.  These additional taxes decrease the cash 

flow of the corporation and the individual.  If the corporation distributes dividends to the shareholder, 

the shareholder has to include the dividend on their personal income tax return but the corporation 

receives no tax benefit from the distribution.  So the shareholder and the corporation pay tax on the 

same dollar, hence double taxation.  With a Sub-Chapter S election the shareholder reports and remits 

the corporate net taxable income on their personal returns therefore the dividends are tax free when 

they are distributed from the corporation as long as the shareholder has basis in the corporation.  When 

a Sub-Chapter S election is made the shareholders can lower their salary, which in turn lowers payroll 
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taxes, and increase the dividends to get the cash out of the corporation without paying double taxes. 

(See Attachment B) 

Incorporating in the State of South Dakota: 

One of the primary reasons we choose South Dakota was the fact that the state of South Dakota 

has no corporate or individual taxes, unlike the state of Nebraska who has both personal and corporate 

income taxes.  We evaluated incorporating in the state of Nebraska and it would have been an option if 

we intended to add 30 new jobs and invested 3 million in capital expenditures.  This would enable us 

to qualify for LB 775 incentive program.  This incentive is used by corporations like First Data 

Resources, ConAgra, etc. to essentially pay no Nebraska income and sales tax.  Our projections at this 

time does not allow us to qualify for this incentive therefore we choose the state of South Dakota for 

incorporation.   

Assets: 

Beauty Concepts, Inc. will have very little fixed assets.  One reason is that they will be leasing 

the office space.  Another reason is that they will be contracting with a web host provider that will 

provide the server space.  They will however, need capital expenditures of at least one PC, a printer, a 

copier, phone system, office furniture, etc.   

Liabilities: 

Beauty Concepts, Inc. should have no debt because all of the shareholders will contribute the 

necessary capital to purchase the needed fixed assets listed above and the cash flow needed to get the 

business going (i.e. first month rent, deposits, etc).  Beauty Concepts, Inc. will have a line of credit 

established at the bank to ensure the corporation has the necessary cash flow to operate effectively.   
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Appendix B    
Financial Analysis    
S Corporation versus a C Corporation    
    
 Corporate Level  
 S Corporation C Corporation 
Gross profit  385,000.00 385,000.00  
Operating Expenses (25,000.00) (25,000.00)  
Salary Expense    

Salary Expense (64,000.00) (200,000.00)  
FICA Tax (SS & Medicare) (4,896.00) (15,300.00)  
Unemployment  (640.00) (2,000.00)  

Net Taxable Income before Taxes 290,464.00 142,700.00  
Taxes - Corporation  23,903.00  
Net Income After Taxes 290,464.00 166,603.00  

   Dividends (290,464.00) (166,603.00)  

 0.00 0.00  
    
 Shareholder Level (Each - 4 Shareholders)
 S Corporation C Corporation 
Salary  16,000.00 50,000.00  
Income from S-Corporation 72,616.00 0.00  
Dividend Income 0.00 166,603.00  
Net Taxable Income 88,616.00 216,603.00  
    

Tax Due  - (Assuming 28% tax bracket) 24,812.48 60,648.84  
    
Shareholder Cash Received S Corporation C Corporation 

Salary - Net 12,376.00 38,675.00  
Dividends 290,464.00 166,603.00  
Income Tax Remitted (24,812.48) (60,648.84)  
Total Cash to shareholder 278,027.52 144,629.16  

    
Net Difference of cash to Shareholder S Versus C Corp. 133,398.36  
    
Salary Expense:    
   Employee: S Corporation C Corporation 

Wages - 4 employees  (Shareholders) 64,000.00 200,000.00  
Employers Share FICA (SS & Medicare (4,896.00) (15,300.00)  
Federal Withholding - 15% (9,600.00) (30,000.00)  
State Withholding (No State Income Tax) 0.00 0.00  

Net To Employee (Shareholder) 49,504.00 154,700.00  
    
  Employer:    

Employee Share FICA (SS & Medicare (4,896.00) (15,300.00)  
Unemployment (Assume 1%) (640.00) (2,000.00)  

    
NOTE: a higher wage is generally used at the C Corporation level.    
This allows the corporation to receive some benefit for the distributions.   
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