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A STRATEGIC

SHIFT TOWARDS
SUBSCRIPTION-

BASED, RESILIENT
FRANCHISE ECONOMICS

The franchise industry is experiencing a notable
evolution as experienced restaurant operators
increasingly expand into the fitness sector. What may
appear on the surface as a diversification trend is a
calculated portfolio shift towards more stable,
recurring-revenue business models with stronger long-

term operational resilience.

As consumer behavior changes and economic
volatility continues to pressure traditional food service
margins, fitness franchising — particularly within the
High-Value, Low-Price (HVLP) segment — has emerged
as an attractive alternative for sophisticated multi-
unit operators.

This white paper examines the primary
structural, financial, and operational
drivers behind the movement from
restaurants into fitness.
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THE PURSUIT

OF RECURRING

One of the most compelling reasons restaurant operators are entering
fitness is the appeal of predictable, subscription-based revenue.

Restaurants are fundamentally
transactional businesses. Daily
performance is heavily influenced by
variables such as weather, inflation, labor
availability, consumer sentiment, and
fluctuating traffic patterns. Operators
must consistently generate volume simply
to maintain profitability, often within

NArrow margins.

RECURRING CASH FLOW

Monthly membership dues replace the daily
volume chase, smoothing seasonal and
economic volatility.

revenue management.
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Fitness clubs, particularly those operating
within the HVLP model, offer a
fundamentally different revenue structure.
Monthly membership dues create recurring
cash flow that smooths volatility and
provides greater forecasting accuracy.
This stability is especially attractive to
operators accustomed to the constant

pressure of same-day sales performance.

FORECASTING ACCURACY

Predictable dues give operators clearer
visibility into future performance and planning.

For experienced franchisees, the shift represents more than diversification
— it represents a transition from reactive revenue generation to predictable
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REAL ESTATE

FAMILIARITY WITH

GREATER OPERATIONAL

FLEXIBILITY

Restaurant operators already possess extensive expertise in site

selection, traffic analysis, parking requirements, demographic
targeting, and suburban corridor development. These competencies

transfer naturally into fitness operations.

Many of the same high-visibility retail
locations that support successful
restaurants are also ideal for fitness clubs.
However, fitness businesses operate with
different utilization dynamics. Rather than
relying on continuous table turnover
throughout the day, gyms experience
concentrated peak usage periods
typically before and after traditional

work hours.

Familiar high-visibility
corridors

Concentrated peak-
hour use
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Higher output per sq. ft.

This operational distinction can create
improved labor efficiency and stronger
productivity per square foot. In many
cases, fitness facilities require fewer
employees relative to membership volume
than restaurants require relative to
customer output. The overlap in real
estate strategy, combined with more
flexible operating models, makes fitness a
logical expansion category for multi-unit

restaurant groups.
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Leaner staffing model
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MARGIN STRUCTURE

Fitness franchises represent attractive scalability opportunities
for operators already experienced in systematized multi-

unit management.

While certain fitness concepts — particularly large-format “big box” gyms — can require

substantial upfront investment, the HVLP model has reshaped the economics of fitness

development. Lower capital requirements and streamlined operating structures allow

operators to preserve liquidity while investing aggressively in pre-sale marketing and

membership acquisition prior to opening — creating a faster path toward stabilized

recurring revenue.

RESTAURANT OPERATORS ALREADY UNDERSTAND:

STANDARDIZED
SYSTEMS

Build repeatable,
standardized operating
systems.

©

EXPERIENCE
CONSISTENCY

Maintain customer experience
consistency.
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MULTI-UNIT STAFFING

Manage staffing across many
locations.
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PROCESS SCALING

Scale operational processes
across markets.
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LOCAL MARKETING

Execute local marketing
initiatives.

e

NEW-VERTICAL
LEVERAGE

Apply familiar management
principles to fitness.



THE RISE OF THE
SUBSCRIPTION
LIFESTYLE ECONOMY

Consumer behavior has shifted significantly toward recurring
lifestyle spending.

Exercise, health, fitness, recovery, and This evolution has strengthened the long-
nutrition services are increasingly viewed term outlook for fitness brands that can
not as discretionary purchases, but as position themselves as essential parts of
embedded components of consumers' consumers’ daily routines. For operators
monthly budgets. Fitness memberships evaluating future-facing industries, fitness
now function similarly to streaming aligns closely with broader cultural trends.

services, mobile phone plans, or other

subscription-based lifestyle utilities.

FITNESS ALIGNS WITH CULTURAL TRENDS EMPHASIZING:

PREVENTATIVE PERSONAL MENTAL HEALTH LONGEVITY & HABIT-DRIVEN
HEALTH WELLNESS AWARENESS ACTIVE SUBSCRIPTIONS
LIFESTYLES
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FRANCHISE PORTFOLIO

DIVERSIFICATION

Large franchise groups are increasingly seeking category

diversification to reduce dependence on any single consumer sector.

Many operators who built substantial restaurant portfolios are now strategically expanding

into adjacent franchise categories with complementary operating models. Fitness

represents a particularly attractive opportunity because it combines:

Proven franchise systems

Repeatable unit economics

Recurring revenue structures

Strong brand standardization

Multi-unit scalability

sliolleliolic

Prominent multi-unit franchise
operators, including Greg Flynn
of The Flynn Group, have publicly
discussed the importance of
identifying scalable industries
capable of long-term growth
beyond traditional food service.

INDUSTRY PERSPECTIVE

Fitness franchises such as Retro Fitness align well with this strategy by offering operational

familiarity while reducing exposure to many of the volatility factors impacting restaurants.
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OPERATIONAL SKILL
TRANSFERABILITY

An often-overlooked factor in this transition is the
significant operational overlap between restaurant
and fitness management.

RESTAURANT OPERATORS ARE ALREADY HIGHLY SKILLED IN:

2 | High-volume staffing
Shift scheduling

Customer service consistency

=

BRCNEINE

Local store marketing

KPI-driven management

(©)

] Multi-unit operational oversight

These capabilities transfer effectively into fitness environments, despite differences in the
end product. The operational cadence may differ — peak gym hours versus meal periods -
but the underlying management disciplines remain remarkably similar. This lowers the
learning curve for experienced franchisees entering the fitness category and accelerates

operational competency across new locations.
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CONCLUSION

The movement of restaurant operators into fitness is not simply
a temporary trend — it reflects a broader evolution in franchise
portfolio strategy.

Experienced operators are increasingly prioritizing businesses that offer:

Q

Predictable recurring revenue

©

Scalable systems

Q©  Long-term consumer relevance

A Stronger margin stability

20: | Operational efficiency

Fitness, particularly within the HVLP segment, delivers many of these advantages while

leveraging operational competencies restaurant franchisees already possess.

In many ways, the shift is less about restaurants becoming gyms — and more
about sophisticated operators recognizing fitness as a subscription-driven,
operationally disciplined extension of the same multi-unit playbook, built for
greater resilience in an increasingly volatile consumer economy.
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