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Executive summary
• Inflation means prices are rising.

• Inflation can affect the costs of your 
business.

• Inflation can make your customers 
reduce what they will spend - decreasing 
your revenue.

• Be aware of your emotions - a strong 
fear response will not help you plan.

• Review the financial data of your 
business over a few months to 
understand any impact inflation is having 
on costs or revenue.

• Once you have diagnosed what the 
issues are, make a plan.

• Ensure you execute the plan and review 
if your actions are helping.

• Have a plan B if your initial plan
     doesn’t work.
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What is inflation?
Inflation means prices are increasing, and 
things are getting more expensive; the pounds 
you had in your pocket a year ago cannot buy 
as much now.

The official inflation measurement is called 
the “consumer price index” (CPI). CPI takes a 
basket of goods, including rent, food, and gas, 
and looks at how prices have risen or fallen 
over time.

When writing this (late 2022), 
inflation is running at 9.1%, 
meaning prices are increasing 
9.1% yearly.

When you purchase goods, it’s unlikely 
that you do so in the exact proportion of 
how inflation is calculated, so it’s likely not 
affecting you the average amount.

For example, if you don’t use the average 
amount of gas or your rent has not risen, 
you may not feel the impact of inflation. 
However, if your gas use is high or your family 
consumes more food than average, then you 
may be experiencing price rises more than the 
average person.
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What second-order 
consequences should 
you consider?
A first-order consequence is the immediate result of something. The second-order consequences 
result from the first-order consequence, so second-order consequences can take longer to 
happen. For example, revenue could decline if inflation makes customers worried about costs and 
cut spending.

Another second-order consequence could be a recession. A recession is a decline in revenue for 
the whole country. The federal reserve board controls inflation by increasing interest rates to 
reduce overall spending. This can cause a recession. If you are worried about a recession, you can 
download our free recession survival guide to learn about strategies to consider.



6

How do you know 
if your business is 
being affected?
You should be monitoring the financial health of your business 
through a set of Key Performance Indicators (KPIs). Review your 
KPIs monthly to check how your business is trending financially.

Business is about making money, and tracking your financial 
performance will help you improve your results. In business, you 
get what you measure.

As part of these KPIs, review your costs each month to see 
the impact of inflation. Look at whether your overall costs are 
increasing. If your expenses are rising for the same items, then 
you may be experiencing the effects of inflation.

The other important part of a business’s performance is its 
revenue. You should be tracking your revenue performance as 
one of your KPIs. Many beauty businesses need to monitor this 
and compare the income to previous years since many service 
areas can be seasonal (e.g., Body contouring services tend to be 
stronger from February to August). Inflation can affect revenue 
as consumers cut back on discretionary items, so you should also 
track if your income is affected by inflation. Remember, don’t 
use inflation as an excuse - check that your services are of good 
value and provide your customers good service. More often than 
not, revenue impacts are due to issues within the business rather 
than external factors like inflation.
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What should you do if 
your costs increase due 
to inflation?
Be aware of your emotions
Towards the end of the great depression, in 
Franklin D. Roosevelt’s inauguration speech, 
he famously said, “all we have to fear is fear 
itself.” In general, fear of business or life 
decisions is often a bigger problem than 
we are facing. Remember that we have a 
powerful response to perceived danger.
This fear response made sense when we 
lived in caves and were being chased by
wild animals, but in the modern world, where 
there are fewer threats to our life, it’s less 
productive. Before coming up with your plan, 
be aware of whether you have strong
fear emotions. 

The first stage of dealing with fear is to be 
mindful of how you are feeling and sit with 
those feelings without judging yourself.
You can also write down these feelings, 
which will help get them out of your head.
Next, you can try taking a series of deep 
breaths and focus on these breaths in your 
body. When we feel fear, our muscles often 
tense up as we trigger a “fight or flight” 
response - try tensing and releasing your 
muscles sequentially to release the tension 
in your body. The present moment is all 
that exists, and thinking about what might 
happen in the future is unproductive.

To center in the moment, try naming objects, 
their color, and their shape in your surroundings 
for a few minutes. This can make it easier to 
create an action plan.

Consider the severity of
the impact
If your business is already profitable and your 
costs have risen, you may be able to ride 
inflation out. Things that go up usually come 
back down, and we may find that inflation 
reduces again over time. Sometimes the right 
thing to do is to “do nothing.”

Suppose your business is less profitable or 
loss-making. In that case, you may need to take 
action, especially if your personal costs have 
increased, meaning you need your business to 
help you fund your living expenses.

Review your costs
It’s a good discipline to review all your costs 
regularly - quarterly is recommended.
One way to do this is to check every bill from 
the last three months. You should be able to 
access this via your accounting system or by 
asking your bookkeeper to provide you with 
a report. For each invoice, ask yourself if you 
need that expense going forward.
Consider stopping or pausing some costs.
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Review the effectiveness of 
personnel
If you have people working with you, this is 
an excellent time to review if they are making 
you more than you are paying them.

Remember, business is not family, so you 
must ensure that each person adds value to 
the business. If you deem people not to be 
providing more value than they are taking, you 
may need to pay those people less or let them 
go. These are difficult conversations to have, 
but it’s always best to be upfront and honest 
with your team so that they can learn from 
the experience.

Review the service providers 
you use
You likely work with several third parties to 
help you with various areas of the business. 
Consider if these providers are adding value 
compared to the money you are paying them. 
Can you reduce their scope and fees or 
manage without them?

Some providers will be willing to renegotiate 
with you to keep your business, and in 
the same way as your team, have direct 
conversations with them to explain what’s 
happening in your business and ask for
their help.
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Look at the price you are charging 
for services
One of the most critical areas of a business to understand 
is how much a service costs to perform compared to what 
you charge for the service. It is called “unit economics,” 
which means how much you make or lose for each “unit” 
you sell. Costs associated with providing a service can 
include the amount you pay the operator who provides 
the service, any consumables you use, and costs of the 
beauty technology (you can divide the monthly cost over 
the number of treatments to figure out an average cost 
per treatment). Once you know the cost per treatment 
of each service you offer, compare this to the price you 
are charging. You need there to be enough of a positive 
gap between what you charge and what it costs to make 
enough gross profit. The gross profit you make is the 
difference between what you charge for a service and 
what it costs you to provide it. This gross profit is then 
used to cover your overhead costs (e.g., Rent and bills) and 
hopefully leave some profit!

If there is an insufficient margin or gap between what you 
charge and the service costs, you will need to reduce what 
it costs to provide the service or increase your prices.
It’s usually better to start by considering costs, as rising 
prices typically reduce demand. One way would be to 
conduct more services yourself if you currently have a 
team offering some of the services.

If you decide to increase your prices, you should compare 
your prices to what similar services cost in your local area. 
If increasing prices makes you a more expensive option 
locally, you need to ensure your service is more high-
end in terms of your quality of service and convenience 
compared to the cheaper competition.

If you are unsure of the prices and quality offered locally 
by your competitors, you may need to go and check out 
other locations or send friends in to check them out.
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What should you do if 
your revenue decreases 
due to inflation?
If you see an impact on your revenue due to customers spending less money, there are some 
actions you could consider taking.

1.  Look at your pricing

Depending on your unit economics 
calculation above, this can be a time 
when reducing your prices could have 
advantages. In times of rising prices, 
the best value options tend to win.

3.  Consider adding
essential services

Some services will still perform during 
more challenging economic times. 
One example is pain-related services - 
people still want help with pain even
in more difficult times. For example, 
if you have Cryostar, consider 
offering services to help clients with 
inflammation using the
same technology.

2.  Look at the services  
you offer

It can give you a leg up if you have 
inflation or recession-proof offerings. 
These include lower-cost beauty 
treatments (e.g., CryoFacials or nails),
as consumers are less likely to cut
back on these services in more 
challenging economic times. This is 
often referred to as the “lipstick effect,” 
where consumers continue to buy 
lower-cost beauty treatments as it’s an 
affordable treat.

4.  Consider adding
innovative technology

If you offer services with less 
competition, people are more likely 
to use these services regardless of 
the overall economy. In the eBook 
published by Artemis with Maxine 
Drake called “How to win high-value 
clients,” we discuss how to select 
beauty technology that can help you 
differentiate. You can download this 
free eBook by clicking on this link.

https://artemis.co/ebooks/win-high-value-clients-with-advanced-beauty-technology-maxine-drake
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5.  Market to
different clientele

Wealthier clientele will be less affected 
by inflation and recessions as they have 
enough money to pay for their wants. 
Providing services and marketing to this 
clientele can make your business less 
sensitive to economic issues. To help 
you think about marketing your beauty 
business, download our eBook on “How 
to Grow your beauty business through 
marketing” by clicking on this link.

6.  Invest in advertising

If you have available money or can 
create some by reducing costs, 
harsher climates can be good times 
to grow your business. Competition 
may stop advertising or struggle with 
their businesses. Consider promoting 
some of your services with higher 
margins based on the unit economics 
calculation explained above. Some of 
the best forms of advertising to invest 
in for a beauty business is Google paid 
search ads or Facebook/Instagram 
advertising. You may want to consider a 
specialist to help you in this area if you 
are not knowledgeable or don’t have 
the time to learn. If you are an Artemis 
partner, we can provide you with a 
list of recommended partners - email 
UKSupport@artemisdistribution.com
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https://artemis.co/ebooks/grow-beauty-business-through-marketing


12

What not to do
There are some things you should try to avoid if you are worried about or are being affected 
by inflation:

1.  Panic

If you have extreme fear, you will not 
be able to make calm, rational decisions 
based on data. Be aware if anxiety is 
taking over and deal with these feelings 
using some suggestions above before 
coming up with a plan.

2.  Make knee-jerk 
decisions

Consider your business’s data carefully 
by reviewing the finances. Look for 
trends and don’t react to sales or cost 
numbers in too short a period.
Usually, trends happen over a few 
months. Once you have formulated a 
plan, follow through on the actions, 
review if they are helping, and then 
optimize - don’t react too quickly when 
you are unsure what’s working and 
what isn’t.

3.  Take on expensive debt

You don’t want to cause extreme 
financial stress later if things do not 
work out. Be very careful about taking 
on debt to fund the potential of your 
business. Look for ways to support 
your company that doesn’t involve 
mortgaging your future.

4.  Remove optionality

Optionality means having options if 
unexpected things come up. If things 
get worse, have a plan available as it 
can be easy to persuade yourself that 
this is the worst it can get. The best 
way to keep optionality is to have spare 
cash available if you need it. However, 
if that’s not possible, another option 
is to have a plan so you know what to 
do if things do get worse. This can be 
useful as it’s easier to prepare what 
you will do before you need to do it 
(a bit like a fire drill before there is an 
actual fire!). You should decide what 
trigger will make you put this plan B 
into effect. This could be an amount of 
money left if costs reach a certain level 
or revenue drops to a certain point.
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Create a plan and execute
Once you have analyzed what impact inflation is having and reviewed the ideas, write down a 
plan of what you will do, who will do it, when you will do it and how you will measure the impact 
of the changes to check they are working.

Business owners often have good ideas but fail to execute them. Don’t make this mistake!
Have a regular meeting to review if you have completed the actions in your plan. If it’s just you in 
the business, have a review meeting with your partner or friend to hold you accountable.
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Summary
Inflation can create fear for business owners as costs increase, and customers may cut back on
their spending. Surviving challenging times is often the defining factor in becoming a great 
entrepreneur. A crisis often represents opportunity. Be aware of your emotions, review data to 
diagnose what is happening, devise a plan, and execute!


