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CHAPTER |

INTRODUCTION

Rise of the Health and Fitness Market

During the 1960s and 1970s individual areas throughout the United States
witnessed the emergence of large commercial fitness facilities open to the public.
These facilities are commonly known today as health clubs, exercise facilities. or
simply “the gym”. In 1965, Gold's Gym, one of the leading international health
club corporations today with over 500 facilities, opened its doors in Venice Beach,
California, and was known as a place for the “serious” workout (Gold’'s Gym
Enterprises Inc., 1999). Powerhouse Gym International, Inc. was founded in 1975
in Farmington Hills, Michigan, and quickly became a major competitor within the
health club market. In later years, World Gym in Santa Monica, California, Lady of
America in Ft. Lauderdale, Florida, and LifeQuest in Charleston, South Carolina,
would join the increasing number of health club corporations that provided a
professional exercising atmosphere in which to workout. Locations of these initial
exercise centers in the United States are illustrated in Figure 1. However, these
beginning facilities were located primarily within the coastal states. thus providing

exercise services only to those within a close proximity to these areas.
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Figure 1. Locations of Early Fitness Centers




3

Furthermore, patrons of these fitness clubs consisted mainly of serious body
builders who lifted weights to train for competition rather than as a way towards an
overall healthy way of life.

The 1980s saw dynamic changes occurring in health and fitness, most
notably in exercise programs and the facilities supporting the enterprise. Realizing
the need for serious fitness facilities worldwide, Gold's Gym began its Licensee
precgram in 1980 (Gold's Gym Enterprises Inc., 1999). This became the
foundation of its international franchising operations, and gave prospective
business owners the chance 1o have their own business within the health club
industry while spreading the corporation’'s name. Many other companies soon
followed their example, and the diffusion of health clubs from its predominant
setting in coastal states to the rest of the country was underway.

In 1983. health clubs and corporate fitness centers spent some $5 billion on
facilities and equipment (Robey, 1985). This is equivalent to $7.6 billion in 1998,
and the figure continues to rise. The number of fitness facilities grew from 200 in
the mid-1970s to 7,000 in 1983 (Huntley, 1983). Health clubs were no longer
designed solely for the professional athlete or body builder, but for the average
citizen looking to integrate fitness into their lifestyle. With the increased popularity
of the aerobic workout incorporated into many health club’s exercise programs,
fitness trends began to broaden during this time. The number of commercial
fitness centers created to accommodate the growing percentage of the population
wanting to join such health clubs also increased, to approximately 10,000 in 1988

(Loro, 1988).




Problem Statement

Access to fitness equipment at a nearby facility has become an amenity
and an expectation for millions of Americans of all ages (Sporting Goods
Manufacturers Association, 1999). With the continued expansion of competitive
commercial health clubs nationwide, the strategic location of fitness facilities
becomes important from an economic and geographic perspective.

While much literature has discussed various aspects of the fitness industry.
including trends, technological innovations, demographic changes, and new health
findings, little attention has been devoted to the actual geographic placement of
fitness facilities. This research provides a foundation for the locational analysis of

commercial health club and exercise businesses.

Purpose of Study

The purpose of this investigation is to discover the optimal location of a new
fitness facility to better serve potential health club participants within the target
market of the fitness industry. Specific research questions of this study include:

1 Do surrounding populations within 5 miles of existing fitness facilities
represent the fitness industry's target market?

2. Is each existing facility’'s surrounding populace underserved or
overserved in terms of fitness services provided by the commercial
gym?

3. What is the optimal location of a new fitness facility within each study

area based on any underserved population, present locations of
health clubs, and demographic characteristics that support its
existence?
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The study areas for this research are located within the urban boundaries of
Oklahoma City and Tulsa, Oklahoma. Geographic Information System (GIS)
applications are utilized for demographic analysis of the target populations within
the study areas, and underserved or overserved populations are calculated using
carrying capacity of the total system of facilities. Finally, location-allocation
concepts are implemented to deduce the optimal area(s) for a new fitness facility
in each study region based on relevant demographic data and under-served

population numbers.

Recent Findings within the Fitness Industry

Studies indicate that the fitness industry in the United States has become
an increasingly important component of the sports and recreation field over the
past decade. The growth of health clubs and fithess centers has flourished not
only in the traditional commercial environment, but also in various other settings
throughout the country including apartment buildings, hotels, hospitals, corporate
offices and the college campus. According to a 1989 survey released by a New
York City market-consulting firm, Americans spent $17.4 billion pursuing health
and fitness during that year (Patton, et al., 1989). There were close to 12,000
health clubs in the United States with a total of 18.2 million members in 1993
(Goldman, 1994), and these numbers continued to rise to more than 22.5 million
patrons in 1997 (Maguire, 1998). Much like the expanding interest in the sport of

golf with 25 million participants in 1999 (National Golf Foundation, 1999), these
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statistics implicate a fitness “boom” in recent years. This represents the need for
additional services to supply exercising environments for the rising demand.

Explanations for the increase in health club and fitness program
membership vary. One such reason stems directly from studies conducted in the
corporate domain, where evidence indicates exercise will likely improve on-the job
productivity. Since the early 1980s. companies have implemented a preventive
type of philosophy believing improved diet and health habits. combined with
regular exercise, improve worker performance (Pehanich, 1982). The corporate
fitness center industry generates more than $5 billion a year (SGMA, 1999). Many
organizations anxious to maximize worker productivity provide group membership
for their employees to the increasing numbers of health clubs that have sprung up
In business areas.

Another explanation for the increase in health club facilities is the fact that
the "baby boom™ generation continues to participate in various fitness activities
because of its concern about staying healthy and living longer. Recent studies
from the Sperting Goods Manufacturing Association (SGMA), a North American
trade association created to promote recreation and fitness, show increases in the
number of physically active people aged 35 to 54 as well as increases in the
percentage of those involved in fitness between the years 1987 to 1997 (Sporting
Goods Manufacturers Association, 1999). This notion of prolonged health Is
further supported by the 1996 Surgeon General's Report on Physical Activity and
Health which summarizes and endorses dozens of scientific studies illustrating

how regular exercise can prevent disease and improve lives. All of these findings
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illustrate how the increasing need for exercise services makes the creation and
placement of health clubs extremely important in today's physically active society.
The information in this thesis extends the growing literature concerning the fitness
industry, and adds valuable information to two key disciplines associated with this

research: Economic and Sport Geographies.

The Significance of Economic and Sport Geography

Economic Geography

Economic geographers have conducted numerous studies that examine the
importance of location on activities that possess an economic character.
Generally, economic activities are of two common types: production and
consumption (McCarty, Lindberg, 1966). The discipline of economic geography
has historically explained the production locations of tangible items (commodities),
non-tangible items (services), and the locations of consumption of those items by
humankind. There are many diverse factors associated with production and
consumptive patterns that influence the locations of phenomena.

The above framework is applied to all types of industries, markets, and
areas providing some sort of service. Nevertheless, little examination has been
undertaken concerning the locations of commercial fitness facilites, and their
servicing of the physically active public, which has comprised a larger portion of
the population within recent years (SGMA, 1999). This study implements

locational techniques that have been addressed by other areas of economic



8
geography, but are specific to the fitness industry and the placement of its

exercising facilities.

Sport Geography

Sport gecgraphers have studied many patterns and processes dealing with
a variety of topics In sports and recreation. John Rooney, an American pioneer of

the geographical study of sport, has written such books as A Geography of

American Sport (1974) and The Recruiting Game (1987) that focus on the spatial

aspects and expanding role of sport in American society at all levels of
competition. John Bale, Rooney’s European counterpart in sport geography. has

also contributed to this field with books, including Sports Geography (1989) and

Landscapes of Modern Sport: Sport, Politics, and Culture (1994).

Both authors have examined the importance of sport as a cultural activity
and have given academic overviews of the impact of sport on the landscape and
population. However, most of their work does not incorporate much information
pertaining to the fitness industry and its place within America's sports culture. This
study contributes valuable information concerning the fitness industry and its
impact on the landscape. Furthermore, this research adds to the field of sport and
recreation by providing insight into the location of exercise services and facilities,
and uses optimal location procedures and location-allocation concepts to analyze

fitness facility placement.



The Location Allocation Concept

Leon Cooper (1963) conducted one of the first geographical studies that
addressed the location-allocation problem (LAP). Factors examined in his work
investigate the location of each destination, the set of shipping costs for a region.
and the requirements at each destination. These conditions then determined the
number of sources (centers providing the goods or services in demand), the
location of each source, and the capacity of each source. Since then, many
variations of the model have been utilized to ascertain the number and location of
sources, and the allocation of their product or services to consumers.

Studies allocating facilities associated with economic activity strive to
discover one or more locations that will optimize some measure of efficacy for
production or service provision. This has been prevalent in past studies
concerning the placement of agricultural facilities, public service facilities,
warehouse location, early settlement patterns, and a number of other areas where
optimization of location was necessary. When analyzing the fitness industry,
however, applications of location-allocation models to health club placement are
seemingly nonexistent. This research utilizes a location-allocation methodology

that is unique to the analysis and placement of new commercial fitness facilities.

Project Significance

Social, economic, and geographic factors all become a significant part of a
health club’'s existence within an area, and these must be accounted for when

analyzing the optimum location of the facilities. This has become an even greater
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issue as fitness centers advance deeper into urban settings to accommodate the
corporate market. Managers and owners of health clubs must realize the
importance of the facility's geographic position within a competitive market, and
incorporate this with the relevance of demographic information.

Knowledge of the optimum location of a fitness facility will become
increasingly important to health club corporations as the health club market
continues to grow in popularity, and corporations compete with one another as the
fitness movement pushes forward into the next millennium. Theoretical and case-
specific models and techniques presented in this research provides fitness
industry professionais with valuable locational information that will optimize
effectiveness of services, maximize capital gains and membership totals for their
businesses, and provide further scientific knowledge to the fitness industry and

economic geography as a whole.



CHAPTER I

LITERATURE REVIEW

Although the majority of research in the fitness industry focuses on such
topics as demographic changes. technological innovations, exercise trends and
health findings, existing written works on the location and placement of
commercial fitness facilities is limited. Most writings concerned with a commercial
health club's final position in a market environment deal with general business,
marketing and maintenance strategies, and not the systematic positioning of
facilities specific to the health club market.

Two separate areas of research comprise this chapter. The first section
describes written works that focus on several topics associated with the fitness
industry, and the facilities that support the business. The second reviews optimal
location concepts, and multiple studies that include location allocation models

within their research that are pertinent to this study.

Fitness Industry Literature

Location of Fithess Service Facilities

The placement and construction of fitness facilities is increasingly important
with a health club’s success. This includes not only the facility itself, but other

external factors as well, including parking lots, traffic flow, visibility, outdoor

11
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recreational zones and other areas associated with the structure. The literature on
site selection of health club buildings and grounds; however, is limited to
generalized procedures rather than scientific inquiry.

Sawyer and Smith (1999), professors of recreation and sport management.
describe how fitness professionals should understand all aspects of facility
planning and design when determining site selection. The authors provide an

outiine of the many considerations taken into account that include, but are not

limited to:
7 Access to site.
2. Parking.
3. Utilities — water supply, sewage disposal, electric supply, telephone
service, efc.
4. On-site sources of pollution.
i Economic impact of a site location.
6. Land characteristics.
7. Easements and other legal restrictions.

Surveys and evaluations of existing facilities, feasibility studies, creations of floor
plans, financial analyses, and design considerations are summarized in the
research to assist in facility location.

Richard Gerson (1989), President of Gerson Goodson Performance
Management, uses guidelines that follow a scientific method approach to
marketing a new fitness facility. A hypothetical scenario is contrived, and is
divided into several sections. By categorizing fitness industry research into (1) a

company analysis, (2) an industry analysis, and (3) a market analysis, the author
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incorporates separate types of collected data to create a sample facility marketing
plan. Demographic characteristics, market research, competitor analysis. program
and service strategies, and promotional tactics are implemented to determine the
status and future assessment of a newly located fitness facility.

Grantham, et al. (1998) review two specific areas pertinent to a fitness
facility’s location: economic factors and existing businesses. In terms of economic
issues, the authors describe the concerns of developers when placing and
constructing a facility. These include costs of materials, possible repairs to
underlying infrastructure, land prices, and imposed taxes from the city. With
respect to present businesses, Table 1 compares some distinct advantages and
disadvantages with the purchase of an existing health club. Both sides should be
equally weighed as they are remarkably important when considering either the
acquirement of a previous establishment, or the generation of a new fitness
facility.

The American College of Sports Medicine (ACSM) is one of the largest and
most respected sports medicine and exercise science organizations in the world,
and conducts numerous studies concerning multiple facets of the health club
industry. ACSM (1992) provides a foundation for health and fitness facility
standards, and identifies six fundamental principles to which all fithess facilities
affiliated with the organization must adhere. The standards addressed by the
association are appropriate emergency responsiveness, pre-activity screenings,
suitable signage alerting, supervision for youth services, and conformity to all

relevant laws, regulations, and published standards.
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ADVANTAGES AND DISADVANTAGES ASSOCIATED WITH THE PURCHASE
OF AN EXISTING FITNESS FACILITY

ADVANTAGES

DISADVANTAGES

1. Greater likelihood of continued
success

2. Has a proven location for successful

operation

3. Need for up-front business planning

is minimized

4. Existing business has an established

membership

5. Financing can be accomplished with

a single purchase transaction

. Inhentance of any ill will from

past members toward previous
owners

. Existing facility may not conform

to current industry standards

. Staff members who are not

assets are frequently inherited
with the business

. Inherited membership may not

fit a changing marketplace

. Policies established by the new

business may not be accepted
by an existing membership

Source: Grantham, et al. (1998)

The ASCM also give an overview of safety and space allocation guidelines

for external grounds surrounding the facility. These include specifications for

driveways. illumination, parking allotment, and pedestrian walkways. Finally, the

authors review accessibility standards adopted by the organization pertaining to

the Americans Disabilities Act (ADA) of 1990. They address interior and exterior

specifications that facilities must follow concerning such issues as entrances and

exterior areas, floor surfaces, stairs, ramps and elevators, wall fixtures, toilets.

lockers and showers, and emergency warning systems. All of these factors play

important roles in the design, construction, and maintenance of the external

grounds associated with a commercial fitness center.
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Fitness Industry Trends

Research associated with trends of the health club market analyzes a
number of significant patterns occurring throughout the industry. A report
published by the SGMA (1999) provides a comprehensive analysis of present
trends occurring in the industry. The first document focuses its findings to an
eleven-year period within the United States from 1987 to 1997. A study of twelve
key trends in fitness, a demographic report on seventeen fitness activities, an
eleven year study of participation trends, and a report analyzing fitness equipment
sales are included. Findings of the research conclude that health club popularity
has broadened during the span of the study, with club membership rising from
13.8 million in 1987 to 22.5 million in 1997. Table 2 portrays the increase in

fitness expenditures within recent years.

TABLE 2

ANNUAL RECEIPT FIGURES® OF PHYSICAL FITNESS FACILITIES:
1993 TO 1997

1993 1994 1995 1996 1997
3.961 4,033 4.412 4,975 5713

In millions of dollars
Source: SGMA (1999)

The authors also describe how a large portion of the population is
incorporating exercise machines (cardiovascular and strength training machines)
and free weights into their workouts. This has further implications for health club
participation, and the need for facilities to support the growing numbers of people

embracing the use of exercise equipment.
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A second related document from the SGMA (1999) summarizes the present
state of fitness enterprises in the sporting goods industry. The authors begin with
an overview discussing industrial changes of manufacturers and marketers within
the health club business, and how the over-saturation of retail selling space is a
perplexing problem facing the industry. The document observes significant
increases in both retail space per person (over 30%) and sales inefficiency
(decline in sales per square foot) through the 1990s. The authors then describe
various patterns occurring in the fitness industry, including demographic changes,
iIncreases in fitness equipment sales, and impacts of technology on the industry.
Concluding the report are summaries of key trends in the commercial fithess and
sporting goods sector, and new ideas for the future that support the notion of a
growing market within the fitness industry.

In one of the earliest atlases of contemporary society, Weiss (1994), an
award-winning journalist and marketing consultant, uses consumer mapping to
reveal the relative popularity of products, trends, and issues of American society.
The author examines consumption patterns to offer insights into the tastes and
habits of the American population, and provides proof that where we live affects
our attitudes toward what we buy. One particular section maps those people who
buy home-gym equipment versus those who go overnight camping. The study
illustrates that populations located in the Western, North Central and Northeastern
portions of the United States are more apt to buy fitness equipment. This
examination provides a geographical perspective depicting the regions where

physical fitness activities are more prevalent within the United States, and how




17
additional facilities are needed to serve the growing demand for exercising
services.

In 1996, the United States Department of Health and Human Services
(1996) released the first-ever report on physical activity and health. Undertaken
by United States Surgeon General Audrey F. Manley, M.D.. the study concludes
that regular moderate physical activity offers substantial benefits in health and well
being for the vast majority of Americans who 