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Introduction

he beauty business is a part of

the service industry. Most
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AN EXAMINATION OF PER-
FORMANCE INDICATORS AT
LADIES BEAUTY SALONS IN
THE CITY OF DUBAI: AN EX-
PLORATORY STUDY

Abstract

This paper examined the preferences for and actual usage
of a set of 21 performance indicators using a sample of
owners/managers and employees of 16 ladies beauty
salons in the city of Dubai. The authors used a principal
component analysis (a factor analysis technique) and
non-parametric tests (Mann-Whitney U test and Fried-
man Chi-square test) to analyze collected data. The
paper has four main results. The first indicates that there
were no significant differences between beauty salons’
owners/managers and employees’ preferences for perfor-
mance indicators. The second result indicates significant
differences between actually used performance indicators
and preferred indicators by managers/owners and the
employees. The third result indicates that actually used
performance indicators constitute a poor-type of a scor-
ecard with only two significant factors (financial and
internal processes). Fourth, the results indicate that pre-
ferred performance indicators constitute a better form of
a scorecard with three significant factors (financial,
internal processes and customers). The authors recom-
mended a more comprehensive use of performance indica-
tors in the beauty salons and argued for employees’
involvement in the process of developing performance
indicators. They also suggested the formation of a na-
tional association for beauty salons to help increase
awareness of performance indicators.

beauty salons have introduced mod-

ern technologies and equipment to
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offer a wide array of personal services
and products. The average beauty
salon now offers products and services
that include beauty products, eye care,
pedicures, facials, make-up, skin care,
colour analysis, fitness massage, tan-
ning, ear piercing, hair treatments,
nail art, waxing, electrolysis, and
health products.

The oldest ladies beauty salon in
Dubai was opened in 1963. Over the
years, the beauty salon industry ra-
pidly grew. According to the pub-
lished statistics of the Department of
Economic Development of Dubai
(2002), there were 591 ladies beauty
salons licensed to operate in Dubai as
of October 2001.

Nationals of UAE own most of the
beauty salons in the UAE. However,
expatriates, who give the owner either
a percentage of the profit generated or
pay an annual amount for leasing the
trade license, manage many of these
beauty salons. Some of the salon own-
ers, however, have previous working
experience in other salons and they
usually run their businesses with the
same systems they used to work with
before. Other salon owners have little
business background before they open
their salons.

Although a minimum educational
requirement is now needed to enter a
cosmetology school, no specific quali-
fications or educational background is

yet required to join a beauty salon
business. However, the Economic De-
partment in Dubai regularly issues
directives that regulate the working
qualifications required for those
working in the beauty salons. On the
other hand, Dubai Municipality has
several regulations governing specifi-
cations of area required for rent as
well as area of each profession of
practice carried out in the salon.
Workers’ uniforms and equipment’
sterilization are regularly inspected.
All these laws are guided by the Local
Order, which was issued in 1992 by the
Dubai Municipality.

Beauty salons, like other business
organizations, need to employ appro-
priate performance indicators. How-
ever, most beauty salons in the United
Arab Emirates in general, and in
Dubai in particular, lack the use of
sound performance measures. Mea-
suring performance allows salon own-
ers and managers to track the results
of business development and employ-
ees productivity. In addition, carefully
chosen performance measures help
explain why particular results were
achieved and also highlight the areas
that need further improvement.

There is no single method to de-
scribe how salons should operate
profitably. Even industry consultants
and experts have different views about
the factors that make a salon profit-
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able. A good performance evaluation
system starts with clear goals. If a
group of salon owners or managers
were asked, for example, to give their
estimation of the total revenue to be
generated by the end of a month to
make a profit, most probably very few
of them might have a clear answer.
Salon owners and managers should
state their goals (e.g., total revenue or
number of customers) and communi-
cate these goals to their staff.

Webster (2000) indicated that the
owner of a beauty salon must have
good understanding of how the busi-
ness operates and then measure the
appropriate business-related factors
that account for success or failure.
Although performance measures
usually include financial indicators,
owners and managers of beauty salons
do not have to focus only on such
financial measures. Other measures
that relate to customer satisfaction,
employee retention and efficiency of
operations within the salon (e.g., sty-
list productivity) are also important.
In addition, staff education and train-
ing are likely to affect the results of
operations. Therefore, performance
measures should reflect these aspects
of the human capital.

The Society of Management Ac-
countants of Canada (1994) indicates
that firms consider a number of focus
points (objectives) when developing

performance indicators. These focus
points include:

Making strategic objectives clear.
Management’s main focus is usually
on key long-term success factors (e.g.,
market leadership, customers’ satis-
faction, highest quality, lowest cost,
etc). Firm employees usually view
existing performance indicators as re-
presentations of management’s focus.
By tracking these indicators and shar-
ing the results with the employees,
everyone will see the firm’s strategic
objectives and will be able to pull
together in the same direction.
Although the size of each beauty salon
in Dubai is relatively small, managers
and owners focus on customer satis-
faction and service quality.

Focusing on core processes. A good
system of performance indicators re-
flects the important dimensions of
core processes and their achievements.
For a beauty salon, the core processes
include hiring skilled labor that
achieves the highest service quality at
a reasonable cost.

Focusing on critical variables. A
good system of performance indica-
tors focuses the firm’s efforts on cri-
tical success factors (variables). For
example, if a beauty salon is going to
measure its success by customer satis-
faction, which is determined to mean
outstanding services, fast response,
service variety, and value; perfor-
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mance indicators should emphasize
these measures.

Signaling where performance is
headed. A truly effective performance
indicator system serves management
as an early warning device. It should
communicate progress and signal for
potential problems. Itis not enough to
examine historical performance and
compare it with a predetermined bud-
get to generate variances. It is more
important to know whether a given
situation (e.g., customers’ complaints
about a service) is improving or not.

Rewarding excellent performance.
For a beauty salon to be successful,
key contributors to such success
should be rewarded for their perfor-
mance. A good system of performance
indicators can serve as one basis for
rewarding the salon’s employees.

There is a need for beauty salon
owners and mangers to develop a set
of performance indicators to help
their businesses. Having in mind that
salon owners/managers and employ-
ees have different preferences for per-
formance indicators, this paper seeks
to formulate and test a set of perfor-
mance indicators that the authors
consider to be suitable for beauty
salons in Dubai.

The remainder of the paper is
organized as follows. The next section
presents a theoretical background
about performance indicators and

some prior studies. The second section
presents the research questions and
hypotheses. The third section dis-
cusses the methodology used in con-
ducting the study. The fourth section
presents the results of the analysis.
The final section discusses the study’s
results, conclusions and limitations.

Theoretical Background

Ibrahim (2001) indicated that the
accounting and management litera-
tures provide three main conceptual
paradigms that underline perfor-
mance evaluation systems. The first
is the financial framework where per-
formance measures and indicators re-
late to an entity’s profitability and
other financial aspects. The second is
the results and determinants frame-
work, which integrates operations
management concepts with manage-
ment accounting concepts. The third
is the balanced scorecard, which looks
at performance as a multi-dimen-
sional phenomenon that includes fi-
nancial and non-financial aspects. The
following paragraphs briefly discuss
each of these frameworks.

The Financial Paradigm

The financial framework is the
oldest paradigm for performance eva-
luation. Its roots are in the areas of
accounting, financial management
and economics. Over the years, the
accounting literature, for example,
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has recognized the importance of cost
control, profitability and liquidity.
The literature documents the idea that
reducing and controlling costs help
increase profits. On the other hand,
increasing revenues also helps boost
profits when costs are controlled.

Financial and accounting reports
employ various measures for profitabil-
ity. They report profit as a gross amount
(difference between revenue and cost of
sale or service) or as a net amount
(difference between revenue and total
expenses). These amounts are absolute
amounts and may not be appropriate for
performance evaluation. Expressing
these profit numbers as percentages of
other base amounts seemed at a point of
time to be the appropriate approach.
Consequently, performance evaluation
systems have seen two new profitability
measures: percentage of gross profit and
return on investment.

However, several authors (e.g. Ka-
plan and Norton 1992, Barker 1995,
Philips 1999, and Ibrahim 1999) in-
dicated that although financial mea-
sures are important, they are not
enough for a good performance eva-
luation system. The system should
also incorporate non-financial mea-
sures of performance.

Results and Determinants Para-
digm

Fitzgerald et al. (1991) proposed
this framework specifically for perfor-

mance measurement in the service
organizations. The framework incor-
porates two basic types of perfor-
mance measures for any service
organization. The first set of measures
relates to two dimensions called the
results (competitiveness and financial
performance). The other set of mea-
sures focus on the determinants of the
results (quality, flexibility, resource
utilization, and innovation). The fra-
mework suggests some performance
measures for each dimension so that
financial and non-financial measures
are incorporated. One can view this
framework as a British style of the
known scorecard framework.

Although all organizations wish to
measure the results of their strategies,
the mix and weights of the factors that
determine their competitive success
vary from one organization to an-
other. Fitzgerald et al. (1991) indi-
cated that managers of service
organizations do need to develop their
own set of performance measures
across the six dimensions to monitor
the continued relevance of their com-
petitive strategies.

The Balanced Scorecard

The balanced scorecard frame-
work recognizes the fact that perfor-
mance is not a single-dimensional
phenomenon. Thus, the framework
provides a multifaceted view of an
organization’s performance. Kaplan
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Figure 1
Balanced Scorecard (Kaplan and Norton, 1992)

Financial Perspective
“How do we look to Share-
holders?”

Customer Perspective
“How do customers see us?”

—

Internal Bussiness Perspective
“What must we excel at?”’

Innovation and Learning Persp-
ective “How can we continue to
improve and create value?”

and Norton (1992) advocated this
framework and suggested four major
blocks that deal with financial and
non-financial aspects of performance.
Figure (1) portrays the four dimen-
sions of the balanced scorecard.

As indicated in Figure (1), perfor-
mance has a financial side (which deals
with how the shareholders see the
company’s performance in relation
to their financial demands). Measures
such as gross profit, percentage of
profit, percentage of labour costs to
total costs, and return on assets are
used to assess financial performance.
Performance also has three other non-
financial dimensions. One relates to
how the customers see the company
and its services or products. Measures
such as customer satisfaction indexes,
number of customers’ complaints, and

percentage of repeated customers are
used to judge the company’s perfor-
mance from a customer’s perspective.
A second non-financial dimension is
the internal business perspective,
which deals with what the company
can excel at. Measures like percentage
of waste and percentage of defective
units are used in this regard. The third
non-financial performance dimension
is innovation and learning perspec-
tives. Measures such as number of
new products or services successfully
introduced to the market, research
and development effort and training
programs are used to assess this di-
mension of performance.

Kaplan and Norton (1996) pre-
sented the balanced scorecard as a
management model, which is used to
translate an organization’s mission
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and strategy into a comprehensive set
of performance measures that pro-
vides the framework for a strategic
measurement and management sys-
tem. This framework brings a wider
set of measures together so that man-
agers have an appropriate range of
indicators to use.

Because of the importance of the
balanced scorecard framework, sev-
eral prior studies have examined its
use in different settings. Davis (1996)
looked at the possibility of developing
an employee’s balanced scorecard and
suggested some guidelines for doing
so. McCunn (1998) searched for an
answer to why some companies had
greater success than others in the
implementation of their scorecard
projects. He listed eleven items in the
form of do and do not and called them
the eleven commandments of ba-
lanced scorecard implementation.
Kloot (1999) studied performance
measurement systems in local govern-
ment to identify performance mea-
sures used and the factors that have
led to the increased use of non-finan-
cial measures. Macpherson (2001) dis-
cussed performance management for
non-profit organizations and identi-
fied some of the barriers facing the
development of performance indica-
tors for non-profit organizations.
Johnsen (2001) examined the main
managerial applications of the ba-
lanced score card and argued for

modification and critical analysis to
avoid a Soviet style intuition. Atkin-
son and Brown (2001) examined the
current status of performance mea-
surement within the UK hotel indus-
try. They concluded that the majority
of hotel companies monitor the finan-
cial dimension of performance and
only a portion of hotels place an
emphasis on non-financial perfor-
mance dimensions.

For beauty salons, however, Slater
(2000) indicated that the scorecard
links revenue goals to team perfor-
mance. It helps keep the team mem-
bers informed on salon goals and
updated on progress toward them.

Research Questions and Hy-
potheses

This study seeks to formulate and
test a set of performance indicators that
the authors consider to be suitable for
beauty salons in Dubai. Specifically, the
paper tackles the following questions:

1. What are the differences in prefer-
ences for performance evaluation in-
dicators between owners/managers
and employees of beauty salons?

2. What are the differences between
preferred performance indicators
and actual indicators used in
beauty salons?

3. Do actual performance indicators

used in beauty salons form a type
of a balanced scorecard?
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4. Do preferred performance indica-
tors of owners/manager and em-
ployees of beauty salons form a
type of a balanced scorecard?

The first two research questions
are translated into two research hy-
potheses. The first deals with possible
differences in preferences for perfor-
mance evaluation indicators between
owners/managers and employees. The
agency theory literature indicates that
agents will not always behave as ex-
pected by the principals. Agents will
always shirk and monitoring systems
are installed accordingly. On the other
hand, accounting and management
literatures have shown that the use of
some performance measures could
lead to different forms of dysfunc-
tional behaviours (e.g., a manger with
authority rejects an investment oppor-
tunity that meets the firm’s minimum
criteria because the investment does
not achieve his/her own interest).
These differences in agents/principals
interests (e.g., owners-employees in-
terests) can cause goal incongruence,
which affects preferences for perfor-
mance measures. Accordingly, one
would expect owners/managers pre-
ferences for performance indicators to
differ from employees’ preferences for
these indicators. These differences in
preferences are hypothesized and sta-
ted in the null form as follows:

Hg;: There are no differences in pre-
ferences for performance evalua-

tion indicators between managers/
owners and employees of beauty
salons.

The second research hypothesis
deals with possible differences be-
tween preferred performance indica-
tors and actual indicators used in
beauty salons. Ibrahim (2001) indi-
cated that, in addition to being fair, a
good set of performance measures
should aspire to attain the firm’s goals
and the aspirations of its people. This
implies that quality performance mea-
sures should not show gaps between
expectations or preferences and actual
usage of performance indicators. This
gap notion is well documented in the
service quality literature (e.g., Para-
suraman et al 1985). Accordingly, for
a low quality performance set of in-
dicators, one would expect to see
differences between preferred indica-
tors and actual indicators used in the
salon industry. Thus, the hypothesis is
stated in the null form as follows:

Hg,: Preferred performance indica-
tors are not significantly different
from those indicators actually
used by beauty salons.

Research Methodology

This section of the paper addresses
its methodology. First, it describes the
development of the performance in-
dicators, followed by the research
questionnaire, the sample frame and
sampling procedures.
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Development of Performance
Indicators

To establish the current status of
the use of and preference for perfor-
mance evaluation indicators within
the beauty salon industry in Dubai,
the authors used a series of in-depth
interviews with salon owners and
mangers, followed by a survey instru-
ment.

The second author held interviews
with the owners and managers of five
beauty salons in the city of Dubai. The
purpose of selecting these five beauty
salons was to gather information
about usage of performance measure-
ment at these salons. The second
author had used the services of these
salons and had known their owners
well. She called each owner/manager
and arranged for an interview at the
salon premises. Each interview lasted,
on average, half an hour.

Each interview started with an
introduction of the nature and the
purpose of the research. The inter-
viewing author asked each owner/
manager an open-ended question
about the type of performance indica-
tors (both financial and non-financial)
used in the salon and their preferences
for other performance indicators.

Based on the authors’ literature
reviews and the results of the inter-
views, they formulated 21 perfor-
mance evaluation indicators that

they believed to be suitable for beauty
salons, as well as other service organi-
zations. These performance evalua-
tion indicators included financial
measures (e.g., total cost per employee
and salaries as a percentage of total
cost) and non-financial measures (e.g.,
customer satisfaction and employee
appearance).

Development of the Research
Questionnaire

The authors used the information
gained from the interviews with the
managers and owners of five beauty
salons in the city of Dubai to develop
the initial version of the research
questionnaire. Approximately two
weeks after the interviews, the authors
asked the interviewed salon managers
and owners to review the wording of
the initial questionnaire to ensure
clarity and reasonableness of the num-
ber of performance indicators.

The questionnaire consisted of two
main sections. The first section asked
each participant to provide general
information relating to the respon-
dent position at the salon, length of
experience at the present salon, overall
experience in the beauty industry, age,
marital status, nationality, and educa-
tion level. The second section of the
questionnaire asked each respondent
to provide information about her
work environment and performance
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indicators. Although this section con-
sisted of nine questions, this paper
deals basically with questions 12 and
14. Question 12 asked each respon-
dent to express her preference for each
of the formulated 21 performance
indicators on a 10-point scale. Ques-
tion 14 asked each respondent to
indicate the actual indicator used by
the salon to evaluate performance.

Sample Frame and Sampling
Procedures

The authors obtained a list of the
ladies beauty salons licensed in Dubai
and their contact numbers from the
Department of Economic Develop-
ment of Dubai. The list contained
591 ladies beauty salons. The authors
employed two assistants to contact
each listed salon by telephone and
obtain the size of the salon in terms
of the number of employees. The
assistants failed (after several at-
tempts) to contact some salons. The
authors excluded these salons from
the list assuming that they were no
longer in business. Because many
beauty salons operating in Dubai em-
ploy a limited number of employees,
the authors made a judgmental deci-
sion to exclude from the sample frame
all beauty salons with less than five
employees. They made this judgmen-

tal decision to save effort and time in
collecting the needed data. This pro-
cedure reduced the number of beauty
salons on the sample frame (the list) to
95 salons.

The authors selected 40 salons
randomly from the remaining 95 sal-
ons and distributed five question-
naires in sealed envelopes to each
salon.'

A cover letter accompanying each
questionnaire explained the nature of
the research and its purposes. The
letter also asked each respondent to
deposit her completed questionnaire
in an attached envelope and seal it.
The letter also informed the partici-
pants that sealed envelopes would be
colleted within two weeks.

Data Analysis

The authors employed a principal
components analysis (a factor analysis
technique) and non-parametric statis-
tics (Mann-Whitney U test and Fried-
man Chi-square test) to analyse the
collected data and test the research
hypotheses. The authors used a sig-
nificance level of 95 per cent to judge
the statistical significance of the iden-
tified differences. They used a compu-
ter statistical package known as SPSS

(1) Although some beauty salons have more than five employees, the authors decided to distribute
an equal number of questionnaires to each salon to avoid possible size effect (weight bias) on the

results.
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(version 11, 2001) to perform the
analysis.

In performing the statistical test-
ing, the authors first matched the
performance indicators preferred by
the owners/managers with those pre-
ferred by employees to test the first
research hypothesis. They also
matched the performance indicators
actually used by beauty salons with
those indicators preferred by the own-
ers/managers and employees to test
the second research hypothesis. The
authors performed a factor analysis to
obtain the composition of a balanced-
type scorecard and tested its composi-
tion using Friedman Chi-square test.

Results

This section reports on the results
of the analysis. It first presents some
descriptive statistics, followed by the
statistical results obtained from per-
forming the factor analysis and non-
parametric tests. The section also
comments on the results to indicate
whether the research hypotheses were
rejected or the results failed to reject
the hypotheses.

Survey Responses

As mentioned in the previous sec-
tion, the authors distributed 200 ques-
tionnaires to 40 salons in the city of
Dubai. The questionnaires were dis-
tributed in sealed envelopes and col-

lected within two weeks from the day
of their distribution. Out of the 200
questionnaires distributed, 50 ques-
tionnaires were received, of which five
questionnaires were blank. The
authors screened the remaining ques-
tionnaires regarding the size of the
salons to ensure that all responses
came from salons with the minimum
required number of five employees as
intended. None of the remaining 45
responses were from salons with less
than five employees. These 45 re-
sponses came from 16 different salons
and represent a 22.5 per cent response
rate (45/200).

Table (1) shows some of the sample
descriptive statistics. The table reports
the means of some selected items and
the spread around the mean for each
item.

The distribution of the respon-
dents’ length of experience shows that
the average length of overall experi-
ence is about seven years and the
average experience at the current sal-
on is about four and half years.

Although the average age of the
respondents was about a 31 years, the
distribution of the age in the form of
categories indicates that the age of the
majority (80%) of the respondents
falls between 20 to 40 years. The
remaining 20% of the respondents
were above 40 years old.
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Table 1
Descriptive Statistics

Variable Mean Std Dev

Overall Experience in the 7.359  5.575
industry

Experience at present salon  4.475  3.696
Age 31.350  4.562

About 53 per cent of the respon-
dents were married while about 42 per
cent were unmarried. The remaining 5
per cent did not provide answers to
this item. The majority of the respon-
dents were employees (75%).

Results of Testing the Hypotheses

The first research hypothesis stipu-
lated no differences between the prefer-
ences of the salon owners and
managers’ and those of the salon em-
ployees for performance indicators.
These preferences were compared and
tested using Mann-Whitney U test.
Table (2) shows the results of compar-
ing the preferences of the owners/man-
agers with those of employees for the
performance indicators. The table con-
tains six columns. The first two col-
umns represent the serial number and
the title of each performance indicator.
The third column contains the number
of owners/managers who had prefer-
ences for the particular performance
indicator. The fourth column has the
number of employees who had prefer-
ences for the particular performance
indicator. The last two columns report

the Mann-Whitney U test statistic and
its probability of no difference (as a
result of comparing the distribution of
the numbers in the third column with
the distribution of the numbers in the
fourth column).

The results of Table (2) indicate no
significant differences in the prefer-
ences of the managers/owners and
employees (p > 0.368). Thus the
results fail to reject the first hypoth-
esis. This means that owners/man-
agers and employees have the same
preferences for the 21 performance
indicators listed on the questionnaire.
This result implies that the perceived
interests of both groups and their
visions about which performance in-
dicators to be considered suitable
seem to be in-line with each other.

The second research hypothesis
stipulated no differences between pre-
ferred performance indicators and the
actually used indicators at the salons
surveyed. The authors pooled man-
agers/owners and employees prefer-
ences for performance indicators in
one group and compared the pooled
preferences with the indicators actu-
ally used by the salons as reported by
the owners/managers group. Table (3)
shows the results of such comparisons.
The table contains six columns. The
first two columns represent the serial
number and the title of each perfor-
mance indicator. The third column
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Table 2
Comparison of Preferences for Performance Indicators
Indicator Mangers Employees Mann-Whitney P
/Owners Test
1 Total cost per employee 6 26 127.5 0.943
2 Salaries as percentage to total 6 29 103.5 0.485
costs
3 Training as percentage of total 5 25 119.0 0.901
costs
4 Revenue generated by each em- 4 25 110.0 0.734
ployee
5 Customer satisfaction survey 5 30 129.0 0.966
results
6  Number of customers served 6 29 118.5 0.881
7 Number of complaints received 5 25 108.5 0.616
8  Training hours per employee 6 25 125.0 0.973
9  Training by type 6 26 107.5 0.603
10 How well an employee keeps 6 28 108.0 0.531
up with current developments
11 How well an employee works 6 33 116.0 0.615
in an organized fashion
12 Range of services offered 5 29 116.5 0.639
13 Average time per service 6 30 120.0 0.742
14  Actual hours worked versus 5 31 120.0 0.835
planned hours
15 Number of service improve- 6 32 116.5 0.730
ments
16  Quality of services offered 5 31 99.0 0.647
17 Achieving established goals 6 34 109.0 0.465
18  Being an effective team member 6 34 121.5 0.859
19 Maintaining high work stan- 6 32 114.0 0.556
dards
20 Communicate well with custo- 6 34 107.5 0.368
mers, mangers and colleagues
21  Appearance 6 30 115.5 1.000
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Table 3
Comparison of Preferred and Used Performance Indicators
Indicator Preferred Used Mann-Whitney P
Test
1 Total cost per employee 32 7 743.0 0.160
2 Salaries as percentage to total costs 35 7 598.5 0.002*
3 Training as percentage of total 30 6 583.0 0.017*
costs
4  Revenue generated by each em- 29 7 502.5 0.006*
ployee
5 Customer satisfaction survey 35 6 580.5 0.001*
results
6  Number of customers served 35 7 732.5 0.075
7 Number of complaints received 30 7 612.0 0.053
8  Training hours per employee 31 6 634.5 0.028*
9 Training by type 32 5 540.0 0.002*
10 How well an employee keeps 34 4 565.0 0.001*
up with current developments
11  How well an employee works 39 6 624.0 0.000%*
in an organized fashion
12 Range of services offered 34 7 698.0 0.400
13 Average time per service 36 7 750.0 0.068
14 Actual hours worked versus 36 5 633.0 0.002*
planned hours
15 Number of service improve- 38 6 699.0 0.004*
ments
16  Quality of services offered 36 7 850.0 0.449
17 Achieving established goals 40 6 658.0 0.001*
18 Being an effective team member 40 6 580.0 0.000*
19  Maintaining high work standards 38 6 685.0 0.004*
20 Communicate well with custo- 40 6 600.0 0.000*

mers, mangers and colleagues

21  Appearance 36 5 596.0 0.001*

* Significant at 0.05
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contains the number of all respon-
dents who preferred the particular
performance indicator (this is the
pooled numbers of the third and
fourth columns of Table 2). The
fourth column has the number of
salons which actually used the parti-
cular performance indicator. The last
two columns report the Mann-Whit-
ney U test statistic and its probability
of no difference (as a result of compar-
ing the distribution of the numbers in
the third column with the distribution

of the numbers in the fourth column).

The results of Table (3) indicate
that there are some significant statis-
tical differences between the groups’
preferences for 15 performance indi-
cators and the actual indicators used
by salons (p < 0.028). In addition,
there are some mild differences for
three performance indicators (p <
0.075). This leaves three performance
indicators with no significant statisti-
cal differences at conventional levels
(p > 0.169). These results, in general,
lead to the rejection of the second
research hypothesis. This means that
there is a lower level of goal congru-
ence between employees’ performance
goals and established salons’ goals.”

Composition of Used Performance
Indicators. The third research ques-
tion addressed the issue of whether

used performance indicators do form
a type of scorecard. To formulate a
guided answer to this question, the
authors performed a two-step proce-
dure. First, they ran a principle com-
ponent analysis to extract the factors
involved and the items that loaded on
each factor. Second, they tested the
composition of these factors using
Friedman Chi-square test. Table (4)
shows the loadings of the factor ana-
lysis for each performance indicator.

Table (4) shows that the 21 for-
mulated performance indicators
loaded on four factors only (where
some indicators show a degree of
overlapping among the factors).
These four factors explain about 90.5
per cent of the variation in perfor-
mance indicators. Each number in the
table represents the relationship be-
tween the indicator and each of the
factors. For example, cost per employ-
ee has a loading coefficient of 0.602 on
factor 1. While its relations with fac-
tors 2, 3, and 4 are far less than that
(less than 0.483). This indicates that
none of the performance indicators
are completely related to a particular
factor and the matter is a relative one.
This may be due to the fact that the
subject of performance indicators and
their usage is a relatively new one to
the people of beauty salons.

(2) The proportion of salons actually using a particular performance indicator can be calculated by
dividing the reported number in the fourth column by the total number of salons (16).
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Table 4
Factor analysis of Performance Indicators used
Indicator Fact 1 Fact 2 Fact 3 Fact 4 Fact 5
1 Total cost per employee. 348 482 334 346
2 Salaries as percentage to total 270 531 .369 226
costs.
3 Training as percentage of total costs. 527 214 219 .000
4 Revenue generated by each em- 430 356 330 406
ployee.
5 Customer satisfaction survey results. .306 .346 .303 .000
6  Number of customers served. 412 .353 354 .608 326
7  Number of complaints received. 136 @ 324 443 207
8  Training hours per employee. 527 214 219 .000
9 Training by type. 568 450 116 .000
10 How well an employee keeps up @ 431 230 149 190
with current developments.
11 How well an employee works in .204 183 488 .000
an organized fashion.
12 Range of services offered. 372 328 323 259
13 Average time per service. .500 278 227 .000
14 Actual hours worked versus 346 446 195 000
planned hours.
15 Number of service improve- 844 347 259 235 .000
ments.
16 Quality of services offered. 263 280 217 113
17 Achieving established goals. 451 182 133 230
18 Being an effective team member. 258 487 .000 .000
19 Maintaining high work stan- .35l 167 260 136
dards.
20 Communicate well with custo-  .168 468 344 000
mers, mangers and colleagues.
21 Appearance. 170 214 493 .000
Percentage of variance explained 71.440 6.455 5.017 4.693 2.871
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Table 5
Composition of Salons Scorecard Based on Used Indicators

Factors Items Frequency % Alpha Friedman x> Prob.
Factor 1: 7 42 32.6 9616 18.3673 .0054
Factor 2: 6 37 28.7 9689 14.6078 .0122
Factor 3: 5 29 224 9520 2.6000 6268
Factor 4: 3 21 16.3 9154 3.6000 .1653
Total 21 129 100.00

To test weather the factors ex-
tracted represent a type of a scorecard
for a beauty salon, the authors per-
formed Friedman test on the compo-
sition using the following steps:

1) From table (3), the authors added
the total frequency of the indica-
tors used (129).

From table (4), the authors identi-
fied the number of indicators con-
stituting each of the four factors
(with the highest loading). For ex-
ample, factor (1) includes indicators
1, 2, 10, 11, 12, 14, and 15. For
these indicators, Table (5) shows
the frequency of usage at 42.

By dividing the sum of (2) by the
sum of (1) above, the authors
obtained the percentage of use of
each factors (e.g., for factor (1)
42/129 = 32.6%.).

The authors used Friedman test
for each factor where alpha (for
internal consistency) and a signifi-
cance level are obtained.

Table (5) shows that while the four
factors are internally consistent (alpha
> 0.915), only two factors are statisti-

2)

3)

4)

cally significant (p < 0.012). This means
that the performance indicators used
under factors 1 and 2 are enough but
the indicators constituting factors 3 and
4 are not enough. There is a need to
formulate more indicators and use them.
These results indicate that beauty salons
are using a poor-type of scorecard that
emphasizes two performance dimen-
sions only representing financial aspects
and internal aspects of the salon. This
result should help owners/managers of
beauty salons to pay attention to other
areas such as customer satisfaction.
Such an area is of importance to future
financial performance.

Composition of Preferred Perfor-
mance Indicators. The fourth research
question addressed the issue of whether
preferred performance indicators do
form a type of scorecard. To suggest an
answer to this question, the authors
performed again a two-step procedure.
First, they ran a principle component
analysis to extract the factors involved
and the items that loaded on each factor.
Second, they tested the composition of
these factors using Friedman Chi-
square test. Table (6) below shows the
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Table 6
Factor analysis of Preferred Performance Indicators
Indicator Fact 1 Fact 2 Fact 3 Fact 4 Fact 5
1 Total cost per employee. 131 275 .166 233
2 Salaries as percentage to total costs. 142 213 258 .000
3 Training as percentage of total .659 689 .000 .000 124
costs.
4 Revenue generated by each em- 115 .101 141 176
ployee.
5 Customer satisfaction survey results. 126 216 229 .000
6 Number of customers served. 613 000 000 000
7  Number of complaints received. 191 374 442 353
8  Training hours per employee. 153 224 .000 462
9 Training by type. 203 249 416 433
10 How well an employee keeps up 156 228 157 .240
with current developments.
11 How well an employee works in 249 .290 451 .446
an organized fashion.
12 Range of services offered. 858 .139 .260 173 .000
13 Average time per service. 253 .296 336 .148
14 Actual hours worked versus 139 .000 393 151
planned hours.
15 Number of service improve- 297 354 276 .304
ments.
16 Quality of services offered. 155 177 282 .000
17 Achieving established goals. .301 184 594 .000
18 Being an effective team member. 215 225 209 444
19 Maintaining high work stan- 884 .000 384 0.000 .000
dards.
20 Communicate well with custo- .240 .164 190 124
mers, mangers and colleagues.
21 Appearance. 266 217 194 .000
Percentage of variance explained 57.202 13.449 11.366 4.221 3.355
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Table 7
Composition of Salons Scorecard Based on Preferred Indicators

Factors Items Frequency % Alpha Friedman x> Prob.
Factor 1: 7 244 33.2 9364 14.7517 .0223
Factor 2: 5 161 21.9 9326 9.7134 .0455
Factor 3: 4 155 21.1 9228 9.1574 .0273
Factor 4: 3 114 15.5 7809 1.7510 4166
Factor 5: 2 62 8.4 7312 .0225 .8808
Total 21 736 100

loadings of the factor analysis for each
preferred performance indicator.

Table (6) shows that the 21 perfor-
mance indicators loaded on five fac-
tors (where some indicators show a
degree of overlapping among the fac-
tors). These five factors explain about
89.6 per cent of the variations in
performance indicators. Each number
in the table represents the relationship
between the indicator and each of the
factors.

To test whether preferred perfor-
mance indicators (loaded on five fac-
tors) constitute a better scorecard
than the actually used performance
indicators; the authors re-performed
the four-step process described earlier.
The results of this process are reported
in Table (7).

Table (7) shows that while the five
factors are internally consistent (alpha
> 0.731), only three factors are sta-
tistically significant (p < 0. 045). This
means that the performance indica-
tors used under factors 1, 2 and 3 are

enough but the indicators used for
factors 4 and 5 are not enough.

The above results indicate the need
to search for more indicators that
represent the characteristics of the
beauty salon industry.

Discussion and Conclusions

Performance evaluation is a pro-
cess of continuous monitoring and
reporting on the results accomplished
using a set of identified performance
indicators. The process feedback helps
managers and owners of beauty salons
to judge the business progress towards
its pre-established goals. A good sys-
tem of performance evaluation uses a
set of quantitative and qualitative
measures that focus on both financial
and non-financial aspects of the busi-
ness.

Salon owners and managers look
at performance indicators as a tool to
help them in managing their business
(e.g., find out how well the business is
doing, whether the salon has met its
goals, obtain feedback on its pro-
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cesses, make better resource alloca-
tions, monitor the salon’s activities
and compliance with regulations,
and introduce improvements where
necessary).

The research results lead to four
main conclusions. The first conclusion
relates to the differences in preferences
between the managers/owners and the
employee’s of beauty salons. The re-
sults indicate no significant statistical
differences between the two groups.
This leads the authors to conclude that
members of the two groups think in
the same direction and are aware of
the current trends in the industry
performance evaluation systems.

The second conclusion relates to
the performance indicators used by
beauty salons. The results indicate
significant statistical differences for
at least 15 indicators (out of the 21
indicators) between used indicators
and preferred indicators. This leads
the authors to conclude that current
performance indicators are not con-
gruent with employees’ aspirations.
Managers and owners of beauty sal-
ons need to re-examine their current
performance indicators for possible
updating.

The third conclusion relates to the
composition of the performance indi-
cators used by beauty salons. The
results indicate that such a composi-
tion contains only two statistically

significant factors (financial aspects
and internal aspects). This leads the
authors to conclude that existing per-
formance indicators represent a poor-
type of a scorecard. Managers and
owners of beauty salons need to re-
examine their current performance
indicators and incorporate more
non-financial indicators in relation to
customer satisfaction and employees’
training.

The fourth conclusion relates to
the composition of the performance
indicators preferred by beauty salons
employees. The results indicate that
such a composition contains three
statistically significant factors (finan-
cial aspects, internal aspects, and em-
ployees programs). This leads the
authors to conclude that preferred
performance indicators represent a
type of a scorecard that is better than
the currently used one. Managers and
owners of beauty salons may need to
align employees’ preferences with
their current use of indicators to ob-
tain better results.

Based on the above results and
conclusions, the authors advance
three recommendations. First a more
comprehensive use of performance
indicators is needed for the beauty
salons in Dubai. Second, it is vital to
involve the salon employees in the
process of developing performance
indicators since they are the ones
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who directly contribute to the input
and the output of the system. Employ-
ee involvement is one of the best ways
to create loyalty, commitment and
cooperative culture. Third, there is a
need to educate salon owners/man-
agers and employees about potential
benefits of scorecards and perfor-
mance indicators. Perhaps establish-
ing a national association for the
country’s beauty salons would help
in this regard.

Like any questionnaire-based
study, the current one has some lim-
itations. The following are some of the
study’s main limitations. First, the
authors had no means to verify the
accuracy of collected data from ques-
tionnaire respondents. It is assumed
that respondents provided accurate
data. In addition, the authors were
unable to evaluate the effect of possi-
ble non-response bias on the reported
results. The issue of non-response bias
is important for this study since the
response rate was somewhat low. It is
possible that non-respondents hold
different views on performance indi-
cators. Second, restricting the study to
a sample of beauty salons in the
Emirate of Dubai may limit the degree
of generalizing the results beyond that
particular emirate. A more represen-
tative sample of the UAE would be
needed to obtain results that could be
generalized to UAE. Third, although
the sample was randomly selected out

of a convenient sample frame (i.e., the
list of beauty salons included the ones
the authors managed to contact), the
authors did not have full control over
the distribution of the questionnaire
to the employees at each salon. This,
coupled with the sample size, may
raise a potentially serious bias in the
results and limit the extent of general-
izing the results to the population for
two reasons. First, the sample size is
somewhat small in relation to the total
number of firms in the population. A
small sample size usually reduces the
statistical accuracy of the results, and
hence inferences drawn out of them,
because of increased standard error of
the estimates of the population para-
meters of interest. Second, incorpor-
ating more than one response from
each firm of the sample raises the issue
of statistical independence or com-
mon variance among the responses
from the same firm. This issue of
response dependency is usually a more
serious issue when firms are repre-
sented by different number of re-
sponses (i.e., effect of size weight).
However, when the authors split the
sample into two groups (each group
with a response from each firm) and
correlated the responses to several
questionnaire items, correlation coef-
ficients ranged between 0.39 and 0.71.
This range of coefficients indicate that
theissue of response dependence is not
seriously severe.
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Finally, beauty salons are part of
the service industry. Some of the main
characteristics of these salons are their
dependence on skilled and trained
labor, variety of services offered, high
proportion of operating costs in the
form of labor cost, and intense com-
petition. While one can argue that
other firms in the service industry
(e.g., accountants, lawyers, and engi-
neers) have the same characteristics,
the level of competition in beauty
salon industry is much higher than
for other service industries because of
easy entrance (no barrier to entry
except a license). This increased level
of competition requires more empha-
sis on customers and service quality.
Although the set of performance in-
dicators used in the study reflect these
main characteristics (for example, to-
tal cost per employee, salaries as a
percentage of total costs, training
hours per employee, training by types,
range of services offered reflect the
first two characteristics and number
of customers serviced, average time
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APPENDIX

Part 1: General Information

1. Please indicate your current title at this Salon (Company).
Salon Manager.

Assistant Manager.

Receptionist.

Colorist.

Esthetician (Beautician).

airdresser.

Makeup Artist.

Massage Therapist.

Nail Tech/Manicurist.

[ Other (please specify)

I 0 A 0 A O

2. How long have you been working for this Salon (Company)?
Years.
3. How long have you been working in the beauty Salon Business?
Years.
4. Please indicate your age.
Years.
5. Please indicate your marital status.
] Married.
[0 Unmarried.
6. Please indicate your gender.
] Female.
] Male.

7. Please indicate your nationality.
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Part 2: Satisfaction and Performance

8. Below are some items that relate to the work environment in a Beauty Salon.
Please circle the number that most accurately reflect how important or
unimportant each item is to you or circle N/A if it is not relevant to you.

Not lmporjant At All Extremel)jL Important
a. Established measures of performance. IN/A[ 1 [ 213|456 7]8|9]10
b. Training opportunities. IN/A[ 1 [ 213|456 7]8|9]10
c. Relationships with co-workers. IN/Al 1 |23 45|67 ]8]9]10
d. Recognition of excellent performance. IN/Al 1 |2 |3 45|67 ]8]9]10
e. Medical and other work benefits (e.g. Vacation) [N/A] 1 | 2 [ 3[4 | 5167 |8]9]|10
f. Job responsibilities. N/A[ 1 |21 34|56 7]8]9]10
g. Feedback about performance. IN/JAl] 1 | 234516781910
h. Relationships with the boss. IN/Al 1 | 2345167 ([8]9]10
i. Participation in decision-making. IN/Al 1 | 2345167 ([8]9]10
j- Salary levels. IN/Al 1 | 2345167 ([8]9]10
k. How much management cares about employees. [N/A| 1 | 2 | 3 [ 4| 516|789 ]10
1. Work hours and shifts. INJAl 1 |23 |4]5]16[7]8]9]10
m. Salon’s location. IN/Al 1 ]2 |3 4([5]6]|7]8]9]10
n. Job security. IN/Al] 1 | 2|3 |4 |516|7]8]9]10
o. Established policies for hiring and firing. [N/A| 1 [ 2 |3 |4 |56 7|8 9]10
p. Professionnel qualifications. IN/JA] 1 | 234516781910
q. Physical work conditions. IN/Al 1 | 2345167 ([8]9]10
r. Others (please specify): ---------=------- IN/Al 1 | 2345167 ([8]9]10

9. Please indicate the extent to which you are satisfied with each of the
following items by placing a check mark (v) in the appropriate column:

Very Quite | Neither | Quite Very
Satisfied | Satisfied | Satisfied | Dissatis- | Dissatis-
Nor Dis-| fied fied
satisfied

Recognition & Acknowledgment I receive from a
manager or supervisor for my effort.

Training opportunities provided to me.

Level of independence I have to decide on how
to carry out my job.

Effectiveness of communication between and
within work groups.

Performance feedback & suggestions on how to
improve.
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Very Quite | Neither | Quite Very
Satisfied | Satisfied | Satisfied | Dissatis- | Dissatis-
Nor Dis-| fied fied
satisfied

Management recognition of my personal contri-
bution to the success of Salon.

Opportunities to advance my career at the salon.

Effectiveness of communication with supervisors.

Salary and wages I receive.

Annual increment/ raise I receive.

Annual performance merit.

Payment for overtime.

Types of Performance measures used.

Established policies for operating the salon.
Work hours and shifts.

Prevalence of spirit of teamwork.

Relevance of pay to work load.

Elements of the compensation package

Fairness of performance evaluation

10. Please provide a rating of performance for the past year to each of the four
items below by placing a check mark (v') in the appropriate column:

Out- Excel- Good | Average | Poor
standing | lent

Overall, my performance for the past year was:

Overall, my co-workers performance for the past
year was:

Overall, performance of my immediate supervi-
sor/manager was:

Overall, the salon’s performance for the past year

was:

11. A decision that all companies must face is how to measure employees’ performance and how to
compensate them. Do you believe that employees’ compensation should be based on perfor-
mance?

O Yes.
O No.
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12. Below are several indicators of performance that a Beauty Salon could use
to measure employees’ performance. Please circle the number that most
accurately reflects your preference by reference to their importance to you as
an employee (or as owner/manager if you are one).

Not Important At All Extremely Important

Total cost per employee 121314567189 ]10
Salaries as a percentage of total costs 121314567189 ]10
Training as percentage of total costs. 121314567189 ]10
Revenue generated by each employee. 121314567189 ]10
Customer satisfaction survey results 121314567 ]18]9]10
Number of customers served. 121314 ]5]|]6|7]18]9]10
Number of complaints received fromcustomers. | 1 | 2 | 3 | 4[5S |6 78] 9|10
Training hours per employee 11213145617 ]18]9]10
Training by type. 121314567189 ]10
How well an employee keeps up with current| 1 [ 2 | 3 | 4 | 5|6 (78] 9 ]10
developments pertaining to his/her job.
How well an employee works in an organized fashion. 11213451678 9]10
Range of services offered 1121345167 ]18(9]10
Average time per service 121314567189 ]10
Actual hours worked versus planned hours. 12131456789 ]10
Number of service improvements. 121314567189 ]10
Quality of services offered. 121314567189 ]10
Achieving established goals. 121314567 ]18]9]10
Being an effective team member. 121314567 ]18]9]10
Maintaining high work standards. 121314567 ]18]9]10
Communicate well with customers, managers and colleagues | 1 21314516 7]8]9]|10
Appearance. 12131456789 ]10
Others (please add what you think the Salon| 1 [ 2 | 3 |4 | 5|6 (78] 9 ]10
needs to use):

112345167 ]8]9]10

1 3 5161738 10

13. Overall, how are you satisfied or dissatisfied with your job at the Salon?
O Extremely satisfied.
O Quite satisfied.
[ Neither satisfied nor dissatisfied.
O Quite dissatisfied.
O Extremely dissatisfied.
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14. Below are the measures of performances listed in question (12) above. Now you are
asked to indicate which of these measures your Beauty Salon uses and frequency of
use when evaluating employees’ performance. Please place a check mark (P) in front
of the appropriate measure and indicate the frequency by using the following scale:

D = Daily W = Weekly M = Monthly

Y = Yearly

Performance Measure

Tick the One Your
Salon is Using*

Frequency of Use
(D, W, M, Y)

Total cost per employee.

Salaries as a percentage to total costs

Training as percentage of total costs.

Revenue generated by each employee.

Customer satisfaction survey results

Number of customers served.

Number of complaints received from customers.

Training hours per employee

Training by type.

How well an employee keeps up with current developments
pertaining to his/her job.

How well an employee works in an organized fashion.

Range of services offered

Average time per service

Actual hours worked versus planned hours.

Number of service improvements.

Quality of services offered.

Achieving established goals.

Being an effective team member

Maintaining high work standards.

Communicate well with customers, managers and colleagues

Appearance.

Others (please add other measures the Salon is using):

15. What is the total number of employees in this Salon?

|:| Employees.

16. Please indicate the level of your education:

0 Lower than High school.

[0 High school diploma.

[ Technical College Diploma.
[] Bachelor degree.

] Master degree.

|

[ Others [please specify

Thank you for your cooperation.
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