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[bookmark: _Toc30018592]EXECUTIVE SUMMARY
This report is to establish a project which will allow Max Gym to have a more competitive advantage in the health and wellbeing industry, which is located in the campus of Wuhan university of technology. It mainly targets the teachers and students of this university. Currently it performs well, however it still has room for improvement based on this research carried out. The objectives of this project that are expected to reach through this project are as follows:
1.	To train the teachers and instructors to provide clients with better service;
2.	To undertake decoration and renew the facilities;
3.	To undertake promotion activities;
4.	To increase the number of customers by 20% through this project.

[bookmark: _GoBack]Research will be practically based on the secondary data within the company and university both internally and externally. In the section of project description with business case, the necessity and benefits of carrying out the project were analysed based on some literature and practical data. With regard to environmental analysis, PESTLE analysis, SWOT analysis, Porter’s five forces and stakeholder analysis were carried out. According to the previous research, operational requirements and financial projections were demonstrated to achieve the objectives. Based on all the previous research combined, a range of recommendations and findings are concluded.
[bookmark: _Toc30018593]PROJECT DESCRIPTION WITH BUSINESS CASE
This project aims to to increase the number of the customers of Max Gym as there are some problems that stop it attracting consumers and increasing profits. The problems were found out by analysing the secondary data gathered from available information, including customer complaints in the gym, a facilities audit, job description and gym records and website, like official college website, the problems are as follows:

Firstly, training classes are offered to the members of a gym by the teachers and instructors, which are a set of intangible activities (Poor, H. M., Poor A. M and Darkhaneh, 2013, p.34). It has a significant impact on clients’ satisfaction and purchase intentions of users for gym teachers and instructors to provide quality of service (Aldana, and Piña, 2017, p.172-197). To provide customers with quality products creates higher competitive advantages such as competitive barriers, increase customer loyalty, supply differentiated products, reduce marketing costs for gyms (Poor, H. M., Poor A. M and Darkhaneh, 2013, p.34).

There is a limited number of fitness facilities for current members as some of them complain that they have to wait for using the facilities on a daily basis according to the complaint and suggestion record in the gym. It is very important to make an investment in updating the exercise equipment as this has many potential benefits which are many folded and long-term (Nagy, and Tobak, 2015, p.47-52). For example, customers can have a wide range of choices to use and have a good customer experience through the customer journey as their touchpoints are paid attention to (Richardson, 2010, p.2-5). It plays a positive role in improving clients’ satisfaction and purchase intentions (Aldana, and Piña, 2017, p.172-197).

In addition, this fitness centre has not established brand image. Brand image is connected to the awareness of customer products and service, feelings, and brand evaluations (Kotler and Pfoertsch, 2006). These factors will reflect the entire information about a brand and the perception of it when customer are purchasing a product, which can motivate consumersn to buy the product or service (Sierra, Heiser and Williams, 2010, p.79-96). For organisations, brand image is used to distinguish various products and services provided by every organisation (Subramaniam, et al., 2014, p.67-73). The gym needs to establish a powerful image and utilize the follow-up brand communication to improve it (Ulusua, 2011, p.3932-3950). Therefore, brand image plays a significant role in developing and maintaining the relationship between the enterprise and customers. The gym establishes its brand image by improving the consumer perceptions of brand image and brand satisfaction, which will promote an increase in customer loyalty (Chao, 2015, p.52-60). Therefor, Max Gym need to enlarge the propaganda in order to improve brand image, allowing more students and teachers in this university to know this gym.

This project aims to enable the gym to gain a high advantage over other gyms in the surrounding area of the university and to benefit the business and its stakeholders in the following aspects.

Firstly, increasing the number of fitness facilities and offering training courses to employees will make the gym more attractive to potential customers and achieve a higher customer satisfaction by improving their fitness experience, which will have a significant influence on the membership renewal rate.

Furthermore, promotion activities, for example, participation in back-to-school season activities, are expected to increase the number of new members, to increase sales and profits and to raise awareness of this gym.
Finally, it enables the firm to reduce labour costs and promote word-of-mouth by
recruiting more qualified part-time employees and volunteers, which mainly consist of students. 

All of the above expected outcomes focus on the growth in the sales and profits of the gym, which will allow it to have a greater market competitiveness. Income of the employer and employees will be improved. More students and teachers tend to take exercise more frequently, which will benefit their health and well-being.

















[bookmark: _Toc30018594]ENVIRONMENTAL ANALYSIS
Environment analysis of this project will be made in this section, which demonstrates the external environment of this gym (Posner, 2011). 

[bookmark: _Toc30018595]PESTLE analysis
The PESTEL Framework is used for external analysis of the environmental forces that influence the fitness club. The forces are political, economic, socio-cultural, technological, ecological, and legal, each of which influences the gym in the fitness industry, including Max Gym (Cadle, Paul and Turner, 2014).

[bookmark: _Toc30018596]3.1.1Political factors
The political forces have an overall effect on the fitness industry. According to China’s laws and regulations, all the organisations in China have to abide by the health and safety regulations to keep in operation. The quality of air, water and lighting must meet the standards. The facility should be clean, including the changing rooms, washing rooms, fitness equipment and regular machine maintenance must be performed. Gyms must make emergency plans for hazardous accidents and undertake regular checks to determine if they meet the standards (Chen, 陈, 2011).

[bookmark: _Toc30018597]3.1.2 Economic factors 
There are also many economic factors that impact the health and wellness industry. In the face of a global slowdown and the long-lasting trade war with the United States, China is experiencing economic slowdown as it has become apparent in recent years that credit's rate of return on overall growth is falling (figure 1).
[image: CN43200_fig1.png]
[image: china%20economy%20data.png]
(Source: FocusEconomics, 2019)

Slowndown economy resulted in decreased growth rate, high unemployment rates, and changes in the cost of living and wages. The decreased growth rate had an impact on the industry negatively as it was more difficult for companies to gain profit. The high level of unemployment influences the industry positively, which makes it easier for firms to seek employees needed and job-hopping is less likely to occur (Hall, 2019). 
[bookmark: _Toc30018598]3.1.3 Social factors
The social environment consists of demographics, norms, and values. It is a trend towards working out and keeping healthy and more people would like to have a healthier lifestyle, which has a positive influence on the the health and wellbeing industry. People are more willing to join a fitness club and have a regular membership (Maureen P., et al. 2001, 761-776). 

[bookmark: _Toc30018599]3.1.4 Technological factors 
Technological changes can provide business with the opportunities to develop new products and services, explore new markets, and transform society to some extent (Jobber and Ellis-Chadwick, 2016). Technology is rapidly developing in the health and wellness industry. The increasing technology in mobile technology has an impact on businesses as it makes people’s life more convenient. With regard to fitness centre, it makes it possible for people to pay for the membership cards and know their training classes to use a mobile phone. There is also a possibility for fitness facilities to be able to connect to phones so that customers’ fitness data can be kept in track to examine regularly. In addition, mobile technology enables customers to buy food and snacks on the vending machines in gyms (Siau and Shen, 2003, p.3-14). Finally, technology makes it possible for this company to utilize social media marketing which has a positive effect on value equity and brand equity (Ko and Megehee, 2012, p.1395–1398). Through social media this company can continuously interact with its clients and getting feedback and suggestions of its products and services.

[bookmark: _Toc30018600]3.1.5 Ecological factors
Ecological factor in business is about how a company influences the natural environment. Many companies are more environmentally friendly and tries to decrease carbon emissions, which may have an impact on the operation of the health and wellness industry, for example, saving electricity. More customers are likely to see the environmental-friendly efforts that these companies are making (Pride and Ferrell, 2014, p.75-78). 

[bookmark: _Toc30018601]3.1.6 Legal factors
There are health and safety regulations in the health industry that companies have to abide by, such as regular machine maintenance, keeping facility clean and qualified training that employees must receive(Chen, 陈, 2011). The washing rooms and changing rooms are also required to be clean and fitness equipment needs to be regularly sterilized in case of the possibility that users have illness. It is also very important for staff to have proper training on dealing with the customer relationship as they need to frequently interact with clients, which may play a positive role in avoiding lawsuits from consumers (Brink and Berndt, 2004, p.193-195). 

Based on the PESTLE analysis above, the overall external factors of the gym highlighted in the micro-environment has relatively positive impact on this company.

[bookmark: _Toc30018602]SWOT analysis
The SWOT analysis is used to make an analysis of the internal strengths and weaknesses of the firm, and the external opportunities and threats as well. The analysis examines the gym’s competitive position in the health and wellbeing industry and how it can be improved (Analoui and Karami, 2003, P.93). 

[bookmark: _Toc30018603]3.2.1 Strengths
Max Gym has two important strengths that enable it to compete with its competitors. The first strength of Max Gym is its location in the university campus and this makes it easier for it to attract many students and teachers in this university than other gyms outside the campus because it is more convenient for them to work out. The second strength is their pricing. According to data on the Meituan official website which is one the largest and most popular merchant evaluation life service website, Max Gym is in the medium of the range of fitness prices with annual membership fees. This makes the gym more affordable to the majority of students in this university who have no or little income than other gyms with higher prices (meituan, 2019).

[bookmark: _Toc30018604]3.2.2 Weaknesses
Although Max Gym is performing well at present, there are some weaknesses. 
The first weakness of Max Gym is its customer service. There were some customer complaints about inattentive employees and mistreatment of customers and some clients felt as if they had no choice but to sign up membership because salespeople kept persuading them. Some customers also complained that some instructors and teachers were lacking in patience in the training class. The second weakness is that the obsolete infrastructure in the gym, including workout equipment, changing rooms, and washing rooms. In addition, there is a limited number of fitness facilities as members often have to wait for using the facilities. Finally, it does not have a variety of modern amenities, such as workout equipment and a swimming pool, which is less than the average fitness centre that provides large amount of advanced fitness facilities and various training classes for members (meituan, 2019).

[bookmark: _Toc30018605]3.2.3 Opportunities
The most significant opportunity for Max Gym to take advantage of is the large number of students in Wuhan University of Technology. According to data updated at 19 November 2019 on the official college website, the total number of students in this university was over 55,700, including more than 36,000 undergraduate students, 18000 doctoral and postgraduate students, and 1,700 overseas students (wuhan ligong daxue, Wuhan University of Technology, 2019). Therefore, there is a large potential for the gym to see an increase in the number of customers in the future. 

[bookmark: _Toc30018606]3.2.4 Threats
The two biggest threats which Max Gym is faxing are the great number of competitors and the high potential for price wars. This industry around the university has 16 large competitors in Jiedaokou Area where the university is located, such as Fitness Club, You Do Fitness and Latte Fitness and much more (meituan, 2019). In addition, these competitors can easily initiate price wars as they are highly profitable. This is a practical threat since better price are attractive to students and they may change gyms to save money, especially as Max Gym is a mid-priced gym (Boone, 2005, P.45-46). 

The SWOT analysis examine the internal strengths and weaknesses of Max Gym and identify external opportunities and threats it may face (Jackson and Shaw, 2009).

[bookmark: _Toc30018607]Porter’s Five Forces
Michael E. Porter identified five forces that influence the competition of businesses at the industry level. These forces include threat of new entrants, the bargaining power of suppliers, the bargaining power of buyers, the threat of substitutes and rivalry amongst existing competitors (Porter, 1989). Analysing the force of each and their influence on the industry will provide idea of the positioning of Max Gym within this industry( See appendix 1).

The first force is high for the health industry. There are some barriers to entry for any industry, while this industry is only impacted by few possibilities. The barriers which may prevent the entry of new businesses are the threats of retaliation, the switching costs of consumers and capital requirements (Porter, 1989). A consumer normally signs agreement for yearly, quarter of or monthly membership and will have penalties if the customer cancels their membership prior to the expiry of the membership card. As a result, there is a small probability that members join a new gym. In addition, there are also essential capital requirements combined with starting and operating a fitness (Boone, 2005, P.45-46).. Finally, there is also the threat of retaliation from existing gyms as they may easily initiate a price war in order to drive the new gyms out of the health and wellbeing industry (Richardson, 2009). 

Second, there is the bargaining power of suppliers, which are mainly fitness equipment factories for the industry. The power of this force is medium to low. Suppliers in this industry has the capability of opening their own fitness as their products are differentiated to some extent. However, gyms have many choices of various exercise equipment suppliers and the changing costs is normally not high from present supplier to a new one. In addition, the manufacturers mainly rely on the fitness sales for profit as gyms purchase far more work out facility than the average single user. Generally speaking, manufacturers in the industry rely more on fitness that they supply products than fitness relies on them (Grisso, 2018).
The third force is the bargaining power of buyers. In the health industry, the overall level of the power is high and the fitness centres are the buyers. On the one hand, they make the purchase of a large quantity of work out facilities from each supplier, resulting in the supplier more replying on them, especially as a gym has little switching cost to cooperate with a new supplier (Grisso, 2018). On the other hand, if a fitness centre has a large scale, they will have the ability to start producing their work out equipment.

The fourth force is the threat of substitute products and services and it is neutral to high for this health and wellbeing industry. The practical substitute is students and teachers working out in a campus or at home, for example, running on the playground in the campus. There is no or less switching cost caused by this change, unless there is penalty of the breach of a membership contract. It is also far cheaper than the fitness club. However, not many customers have the desire to to work out by themselves because they are more willing to take advantage of the specific exercise equipment to obtain a better results of workout. It costs a lot for customers to buy the machine to use on their own. In conclusion, the threat of substitute can be judged neutral to high, as customer has an easy substitute to choose while it could not supply as good experience as the gym.

The last force is rivalry among existing competitors. In this industry, the competition level is high as there are many competitors. Each of fitness centres can set its own price, and the barriers to enter this industry are neutral to low as mentioned above. Price is the biggest problem as many gyms are dependent on retaining and increase membership rates to cover the running costs, as well as competing based on price. For example, fitness centres that offer low yearly and monthly membership will attract customers who join a gym club for the first time. The health and wellbeing industry is also developing quite quickly with the increasing social trend towards healthy lifestyle. Gyms also needs to establish a practical marketing plan before entering this industry as it costs great amount of time and capital to start. However, the overall barriers of exit are not high. For example, a gym can sell the equipment it closes.

[bookmark: _Toc30018608]Stakeholder analysis
A stakeholder is any person or company that have a steak in the performance of the company, often due to the impact it has on the stakeholder in some way, especially financially (Corporate Finance Institute). Max Gym has both internal and external stakeholders. The most important internal stakeholders are stuff members and the board members. Max Gym employs full-time and part-time employees which cause many people to be affected by the performance of this company. The board members are greatly affected due to the stake they have in the gym. 

There are some external stakeholders who are influenced by the running of Max Gym, including the community it is located, creditors, and customers. The community is impacted by the jobs that the gym creates as it has a positive impact on the local economy and citizens. Creditors are affected who have investment in the company and this gym creates potential profits and bond income for them after their investment. Finally, consumers are the most important stakeholder as they enable Max Gym to make profits so as to maintain and increase its business.


[bookmark: _Toc30018609]OPERATIONAL REQUIREMENTS
Creditors is expected to be persuaded to make investment to this project to provide financial support, which is an essential Prerequisites for starting this project.

Work Breakdown Structure (WBS) is utilized to break down the project into smaller parts and identify individual activities (Christensen, 2017) as the chart on next two pages.
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[bookmark: _Toc30018610]FINANCIAL PROJECTIONS
The costs and projected income are analysed to make the project more realistic and measurable.

[bookmark: _Toc30018611]Important Assumptions 
Three assumptions for Max Gym are:
1. A constantly growing economy without any major recession or boom.
2. No unpredictable changes in fitness.
3. No major significant events that threaten the stability and health of the country and its citizens.

[bookmark: _Toc30018612]Financial Plan
Cash is needed to purchase equipment and conduct promotional activities and recruitment. Budget is based on a fitness manufacture in China and estimated cost is appropriately more than the manufacture’s offer.

	Cost Budget

	Name 
	Definition
	Unit Price (RMB)
	Quantity 
	Total Price (RMB)
	Total Cost (RMB)

	Purchase equipment 
	Treadmills
	5200.00
	6
	31200.00
	56150.00

	
	Spinning
	1100.00
	2
	2200.00
	

	
	Climbing machine
	7200.00
	2
	14400.00
	

	
	Cervix instrument
	7000.00
	1
	7000.00
	

	Conduct promotional activities/Recruitment 
	Design and print leaflets
	0.50
	600
	300.00
	

	
	Rent a booth (7days)
	150.00
	7
	1050.00
	


(Source: Yancheng ruibaosite jianshen qicai youxian gongsi, 2019)

[bookmark: _Toc30018613]Projected Profit 
220 members are predicted to be on an increase a year at the price of RMB 999.00 yearly membership and 160 current members will continue to sign up membership at the price of RMB 699.00. Sales are predicted to increase with first year annual sales totally to a RMB 331,620.00. Gross margin yearly and gross margin % yearly are also expected to increase accordingly.

	Name
	2019
	2020

	Annual sales
	278000.00
	331,620.00

	Gross margin yearly
	247420.00
	308,406.00

	Gross margin % yearly
	89%
	93%







[bookmark: _Toc30018614]RECOMMENDATIONS & FINDINGS
Based on the previous research, Max Gym currently has a relative competitive advantage in the health and wellness industry. While their performance is good, there is still some room for improvement. Max Gym could make six changes so that it can maintain a competitive advantage and improve the overall company strategy. The changes include renewing the facilities, extending gym hours, improving communication with customers, training stuff customer service, establishing a new marketing strategy, and recruit more part-time employees and volunteers.

[bookmark: _Toc30018615]Renewing the facilities
Renewing the facilities enable customers to have a various variety of exercise equipment to choose and and improve customers’ satisfaction and purchase intentions. Also, it has a positive impact on the word-of-mouth as most students live in students' dormitory and it is easier for them to speak of gyms. With regard to the variety of exercise equipment, primary data can be collected from survey the competitors in the industry and demand questionnaires of members in this university.

[bookmark: _Toc30018616]Extending gym hours
Extending gym hours would make Max Gym more comparable to its powerful competitors. It currently opens from 9:30 am to 21:30, while the majority of gyms in this area open until 22:00 or 23:00 (meituan, 2019). Opening longer hours can add the appeal to more customers. More research can be carried to find out the expected time of students, such as the schedule of classes students regularly attend. This data can be collected by face to face or telephone interview to current members.

[bookmark: _Toc30018617]Improving communication with customers
Proper communication with customers greatly help build loyalty. Max Gym could be more open about some of the operational decisions and how those benefit the gym as well as the customers. Seemingly small issues that customers complain about should be attached great importance to, which could result in a good evaluation on the gym from customers.

[bookmark: _Toc30018618]Training stuff customer service
Customer service plays a significant role in the business. Salespeople not only aim to sell memberships, but also to help existing members. Pushing customers to buy membership can be effective but it may cause customers to feel antipathy. It would be beneficial to offer employees formal customer service training. Complaints would reduce and therefore customers are willing to speak positively of Max Gym overall.

[bookmark: _Toc30018619]Establishing a new marketing strategy
The current marketing strategy for Max Gym relies mainly on word-of-mouth. Although it can be effect to some extant, it is limited to increase more customers. Carrying out more advertising, such as promotion for freshers and even a flier campaign, can play a role in reaching more new customers. A more intense marketing campaign will bring in more members and can help increase the market share for the gym.

[bookmark: _Toc30018620]Recruit more part-time employees and volunteers
My final recommendation for Max Gym would be to hire more qualified part-time employees and recruit volunteers, which mainly consist of students. This would allow the firm to reduce labour costs and promote word-of-mouth.

Overall, Max Gym has an effective business model and appeal to its members across the university and nearby residents. However, these six recommendations could enable the company to become on of the top industry leaders and to have a sustained competitive advantage.
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Appendix 1:
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FIGURE 1
In recent years, China has seen a diminishing rate of return on fiscal stimulus
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China Economy Data

Population (million) 1361 1368 1375 1383 1,390
GDP per capita (USD; 7124 7850 7912 8065 8738
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