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Fitness fanatic Tao Yingjian is con-
sidering a change of club, again.

“People here are giving me the hard 
sell. 

“Th ey have even asked me to try 
and sell memberships to my friends, 
and off ered me commission. 

“My coach has been 
trying to persuade me 
to add more hours to my 

training schedule. But I really don’t 
like this kind of promotion,” said Tao, 
a 30-year-old accountant.

She’s currently a member of CSI-
Bally Total Fitness in northern Bei-
jing. She had moved there aft er Nir-
vana Fitness & Spa’s Beijing Anzhen 
outlet suddenly closed last January. 

“Although it reopened, I could 
never trust the brand again, and I 
quit,” she said. 

Before Nirvana, Tao had tried 
Hosa Fitness and some other smaller 
gyms — but none could satisfy her 
fully for long. 

Th ere’s always been something not 
quite right, she said, whether it’s been 
the equipment installed, the manage-
ment of the courses being off ered, or 
the quality of coaching.

CSI-Bally, Nirvana and Hosa are all 
among China’s top 10 fi tness chains, 
each with several outlets.

Th e desire for fi tness is booming in 
China, but as more and more open, 
the sector is also becoming highly 
competitive.

According to experts, there may 
well be a growing appetite for the 
body beautiful, and many of the 
larger chains have invested heavily 
in their hope of attracting business 
— but at the same time, the rate of 
expansion has now tipped the indus-
try into one of over-supply.

Th at’s great news for consumers, 
of course, but bad news for the many 
companies now scrambling for busi-
ness — and many are having to take 
urgent measures to survive.

Luo Juan, an expert on the sector 
with Forward Business Intelligence 
Co Ltd, explained: “The country’s 
fi tness industry has huge potential, 
and there are many investors who see 
that — but the demands of  custom-
ers, with so much choice becoming 
available all the time, are becoming 
very sophisticated for such a fl edgling 
industry.

“Th e industry is going through a 
tough time as a result, and is experi-
encing big changes.” 

A 2011 survey of 60 key cities in 
China — by the Asian Academy for 
Sports and Fitness Professionals, a 
Hong Kong-based fitness pro-

fessional training center and study 
institute — showed that 1.05 percent 
of the population were members of 
a fitness club, compared with 18.1 
percent in the United States, showing 
just how much potential there is for 
the fi tness sector in China. 

However, the survey also revealed 
that the number of gyms being run by 
fi tness chains in those key cities actu-
ally dropped 10 percent year-on-year 
in 2011 — the fi rst fall since gyms fi rst 
emerged in China in the early 2000s.

In Beijing, for example, the num-
ber of outlets owned by large fi tness 
chains declined 46 year-on-year, to 
483 last year.

At the other end of the scale, there 
has been a gradual increase in the 
numbers of privately run individual 
fi tness centers.

Th e result of this confl ict between 
the larger and smaller operators isn’t 
surprising — falling prices, hefty 
promotions, and sudden closures for 
those unable to keep up with the pace.

In the red
Given their overheads, the more 

seriously affected have been the 
chains. 

In the decade since fi rst appearing 
on the scene in 2001, CSI-Bally, a 
joint venture between State-owned 
China Sports Industry Group Co Ltd 
and US-based Bally Total Fitness Co, 
was reported to have become a com-
pany with sales exceeding 100 million 
yuan ($15.69 million).

But by 2009, that turnover had 
dropped to 65 million yuan and was 
still dropping.

CSI-Bally’s gross profit margin 
dropped to 3.87 percent last year, 
from 43 percent in 2006. 

It currently has 24 gyms in 13 cit-
ies in China, but was spending a lot 
more than it was making, experienc-
ing an operating defi cit of 64 percent 
in 2010.

Similarly, rival Nirvana has suf-
fered and was reported to have 
recorded losses of 17 million yuan 
in 2009 and 9 million yuan in 2010.

Operators claim the increased loss-
es are coming from higher rents — 
which account for about half the cost 
of a typical gym  — and increased 
wages, according to Wang Cheng, 
general manager of Nirvana, which 
has 13 outlets in eight cities. 

Using the example of Nirvana’s 
outlet on Beijing’s  Chang’an Avenue, 
rental there was reported to have  
jumped to 7 million yuan last year, 
from 2.5 million yuan in 2007.

The monthly cost of the type of 
qualified coach needed to be 

employed in the larger chains has 
also doubled in the past fi ve years, to 
1,000 yuan, said one Hosa manager 
who refused to be named.

At the same time, the arrival of 
many smaller players onto the mar-
ket has sparked a price war that is  
squeezing margins further.

Th e latest industry estimates suggest 
there were more than 1,000 fitness 
centers registered in Beijing between 
2006 and 2008, but four years on, large 
numbers have disappeared. 

Discounting has become the major 
tool of the fitness industry to win 
back business.

 “Price wars were first kicked by 
the small operators, and they forced 
middle-level players to follow, then 
the big companies had to adopt the 
strategy too.

“We soon realized that Chinese 
consumers have very little brand loy-
alty when it comes to fitness,” said 
Luo Juan, “and many were simply 
following price”.

Tao Yingjian says her price of fi t-
ness — as opposed to many other 
trappings of a good life — has been 
dropping in the years she’s been going 
to a gym.

 “I bought my fi rst yearly member-
ship in 2006 at Hosa Fitness Club and 
it cost 8,000 yuan; today you don’t 
have to spend any more than 4,000 
yuan, even for the big fi tness chains, 
including Nirvana, CIS-Bally and 
Powerhouse (International Fitness 
Chain),” she said.

Th e fi tness chains all off er promo-
tional campaigns, such as “buy-two-
get-one-free”, group purchasing, holi-
day discounts, and free trials.

Luo added that the need to keep fi t 
hasn’t changed among Chinese con-
sumers, but many are realizing they 
don’t have to pay a lot for it, and very 
often, if people look hard enough, 
what’s on off er can be free.

Despite rising popularity of gyms, 
the vast majority of those taking  reg-
ular exercise remains the over-50s, 
he said, who don’t use gyms, prefer-
ring instead to jog or  do exercise in 
groups in public parks. 

All over the country, the central 
government has been installing free 
exercise equipment in many residen-

tial communities, which attract all 
kinds of people who want to exercise, 
but have no time or are reluctant to 
go to gyms.

Consolidation likely
Th e pressures now being felt in the 

private-sector fi tness industry, sug-
gest industry watchers, mean that 
rapid  consolidation is likely, and that  
operators will be more willing to off er 
tailored products, and be looking to 
diversify into other services as well as 
straight fi tness.

Liu Guoyong, vice-director with 
the public sports department under 
the General Administration of Sport 
of China, said that while no strict 
industry regulation exists, there are 
always going to be small-scale centers 
willing to set up businesses with a few 
treadmills and part-time coaches. 

“Th e industry threshold is still low, 
but I do think that consolidation in 
the industry is likely to be a trend 
in the coming years, as consumers 
become more selective when choos-
ing fi tness facilities. 

“The professional resources and 
expertise of the larger companies will 
also help them attract and retain cli-
entele, but there will be some mergers 
and acquisitions 

too in the short term, ” Liu said.
He also noted that the govern-

ment is looking at ways of raising 
and maintaining industry standards, 
and there are plans to introduce rules 
and regulations.

As commercial property rentals 
continue to rise, Wu Shengping, gen-
eral manager of Hosa Fitness China, 
said his company is now planning to 
launch community gyms, in coop-
eration with various residential orga-
nizations.

Th e government also now requires 
new residential communities in key 
cities to have their own fi tness facili-
ties, and such a cooperation between 
public and private sectors could help 
companies such as Hosa reduce costs.

Wu said Hosa plans to have more 
than 300 outlets in China by the end 
of this year, and a large part of them 
will be in residential areas.

On the other hand, Forward Intel-
ligence’s Luo suggested some players 
are still turning their attention to the 
high-end market, providing services 
aimed squarely at attracting wealthy, 
and corporate clients.

Besides basic gym facilities, other 

services might include scientific 
body examination, tailored lifestyle 
consulting and family health and life-
style management. 

But again, these kinds of top-end 
club are likely to be opened in more 
residential, suburban areas to cater 
to high-income consumers, as well 
as costing less to rent.

Another type of business model 
being closely looked at by some oper-
ators is to develop facilities based in 
offi  ces and factories, aimed at helping 
specifi c corporate clients off er their 
employers something in terms of 
health and welfare.

Tao Yingjian said that’s certainly 
something she would welcome, as 
she searches for her next gym. 

“I’d love my company to off er me 
something like this,” she said, “I could 
work out in the aft ernoon break, or 
straight from work.

“But in the meantime, I’ll keep 
looking. 

“I know there’s plenty of choice out 
there, and the prices are dropping, so 
I’m sure I’ll fi nd somewhere new.”
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Women participate in 
a spin class in a gym in 
Xingtai, Hebei province.

Searching for the body beautiful
Gyms are closing, prices are dropping, 
promotions abound in a suff ering sector

The industry is 
going through 
a tough time as 
a result, and is 
experiencing big 
changes.”
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