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We are excited to co-sponsor the health club industry mid-market report from Ray Algar of
Oxygen Consulting. If you are a club operator who feels ‘caught in the middle’, this report is for you.
It is becoming increasingly more difficult to find the right balance between delivering a differentiated
experience and driving value chain efficiency.1 This report focuses on insights mid-tier operators
can employ to encourage long-term success; however, the lessons in creating perceived value are
beneficial to all. Specifically, this report delves into how the current consumer landscape is bifurcating
into transactional (self-service) and experiential (supported) service providers.

FOREWORD BY
PRECOR

This is true in restaurants, hospitality, retail and fitness. If you want to not only survive, but thrive as an
experiential service provider, you must commit to consistently delivering your brand’s value promise.
Unfortunately there is no magic bullet. What works for one club or fitness team may not work for
another. Ray Algar has done a great job of putting together a collection of case studies, industry insights
and interviews. Our goal with this study is to challenge, inspire and educate.
In The Precor Creed, our set of core values, (we) believe in mutual respect and the overwhelming
returns of sharing. We are pleased to share this practical, action-oriented report with you. We hope this
helps you to better serve your members and achieve continued success. Thank you for sharing in the
fitness journey of making the world a healthier and happier place.

THE PRECOR CREED
I desire a life without limits.
I believe fitness is key to living the life I desire.
I believe in the power of the human spirit.
I believe the human body is an amazing thing.
I believe tomorrow will be even better because of my actions today.
I believe in the importance of doing things right versus first.
I believe in mutual respect and the overwhelming returns of sharing.
I am the heart and soul of Precor.

1. The process or activities by which a company
adds value to a service or product

Brian Kane

Chris Torggler

Senior Manager, Commercial Management

Global Sales Director – Strategic Accounts

and Customer Insights
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REX Roundtables for Club Executives™ is pleased to co-sponsor this report. REX is dedicated to helping
club owners improve the performance of their businesses by orchestrating small groups of club owners
and executives who meet three times a year to help one another learn and improve their clubs. With
over 25 years of chairing club roundtables for 250 of the world’s top club owners worldwide, we
have learned that most clubs are better at operating on a day-to-day basis than they are on making
improvements and changes. Sometimes changes are driven by the founder’s dream of a beautiful facility
or multiple locations or serving a particular style of fitness. Over the last two decades, however, the

FOREWORD BY
REX ROUNDTABLES
FOR EXECUTIVES

rate of change in our industry as well as all industries has accelerated to a point where it is very difficult
to maintain a competitive advantage. As in any industry, improvements are quickly shared through
conferences, magazines and word of mouth. The era of continuous change appears to
be upon us.
When the new millennium dawned, we began focusing daylong discussions in its roundtables on
the emergence of low-cost clubs and micro or boutique studios. Some of these early ventures did not
deliver the same programmes or services that we were used to seeing in our clubs. So it was easy to
be dismissive. Whenever one of these brands struggled or failed, it confirmed our beliefs that theirs
was not the direction that we should be following. Some 15 years later I can report that more than 50%
of REX members worldwide have developed low-cost or niche products. In some cases they have
shifted their entire business focus in this direction; others have added a new division. Being in a small
peer group that meets regularly with a professional facilitator has enabled new ways of thinking and
competing to emerge. This is a rather dramatic change that gives me great pride in our REX member
clubs. Management consultants and business schools continually warn us that industries change or even
disappear because of an invasion by a new product or service from outside your industry. Think desktop
computers and the typewriter, Facebook Messenger and email, or Uber and taxis. Clayton Christensen,
Professor at Harvard Business School and frequently cited by publications such as the Wall Street Journal
as one of the world’s most influential business thinkers, built his reputation and practice on the concept
of disruptive innovation and he believes that is what is happening in the health club industry.
In my first 10 years chairing REX Roundtables, I had fears that outside disruptors might dramatically
harm our health club industry. Now I believe that our industry has shown it can disrupt itself and learn to
continuously change to stay on the crest of a wave. In part this is due to the character of the business
leaders in the health club industry and being able to explore and be challenged in their peer REX
Roundtable to new ways of thinking and acting.
We hope this report stimulates your thinking as a club owner, executive or investor to stay
ahead of the curve of competition.

Will Phillips

Eddie Tock

Founder

Partner
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How the way consumers engage with clubs continues to evolve.
The role that big ‘strategic moves’ play in changing how the fitness industry develops.
How rising competition, substitutes and alternatives are challenging the industry to create and
demonstrate meaningful value for its stakeholders.
How generic and mediocre fitness experiences are verging on redundancy.

WELCOME
BY RAY ALGAR
MANAGING DIRECTOR
OXYGEN CONSULTING

How I see the industry forking along either a ‘self-service’ or a ‘supported’ pathway.
How selected club brands in the United States, the United Kingdom and Germany, the world’s three
largest club markets,2 are evolving in response to the evolving competitive landscape.
Some of the club brands in this report will be familiar and others not. I have written about them on the
basis that there are things to be learnt from the decisions senior management and owners have made
over the years. ‘Curves’, for example, is a brand that most will have some knowledge of but perhaps

Welcome to the first edition of The
Health Club Industry Mid-Market Report.
The purpose of this report is to capture
some of the recurring ideas and themes
that have featured in my work over the
past few years. Consequently, this report
discusses several themes:

not fully understand how it was able to unlock new demand from women who had never before
considering ‘joining a gym’ and then why its success in some countries could not be sustained.

Report structure
The report is structured into a strategic overview, interviews, case studies, concluding remarks and so
can be read in several sittings. However, I do urge you to read to the end as this is where you will find
the recommendations.

To the numerous contributors
I wish to thank the many people who generously gave their time to this report. A report is always
enriched when others share their experiences.

Precor and REX Roundtables
I wish to thank Precor and REX Roundtables for Executives for supporting this report. Both organisations
have provided considerable assistance over many months to improve the report’s structure and
content. We have collectively agreed that the entire report be available free of charge, so that
everyone has the opportunity to benefit from its content.
I do hope you find this report informative and that it explains how the health and fitness industry is
evolving. More importantly, that it helps to create a better understanding of the meaningful role your
organisation can play in enriching people’s lives.

Ray Algar MBA
2. Measured by the number of clubs and revenue

Managing Director Oxygen Consulting
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In early 2008, I wrote an article for a UK magazine titled ‘Price war on the gym floor’.
The article discussed the emergence of the UK’s first low-cost gyms and the effect on
the ‘mid-market’.

AN EVOLVING INDUSTRY

Written before the global financial crisis, the article discussed how British consumers were beginning
to embrace low-cost providers from many industries – hotels, airlines, clothes retailers, supermarkets
and health and fitness. Consumers were beginning to realise that ‘discount’ or low-cost providers
were not peddling ‘inferior’ products – easyJet, for example, may be a low-cost airline but has always
had one of the newest and most fuel-efficient aircraft fleets of any airline. So low-cost gyms began
emerging to serve this new ‘savvy’ and value-conscious consumer and I wanted to understand the
future consequences for the wider industry. In order to visualise the potential disruptive change,
I created the following image.

Figure 1:
UK private health clubs: present
and future market structure
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