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US spa industry in focus

The Best of Intima continues its research into the world of trends in luxury and well-being by focusing on

the world of the spa industry, identifying it as a realm rich in business potential in the light of tenden- | o

I

cies in consumer demands, which increasingly look to structures which offer well being in all its possible — /|
expressions. Thanks to a detailed report commissioned by the International SPA Association, readers Fe -
can find out more about this sector. Sen DESERT SHRING MARRIOTT ResoRT J $ A
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ociation’s industry shows a viable and healthy Nor-
th American spa industry research. Conducted by
long-standing ISPA partner Association Resource
Centre Inc., the study offers the newest statistics on
revenues, number of spa visits, employment and squa-
re footage. “The fifth edition of ISPA's Spa Industry Stu-
dy shows that our industry is on solid footing and conti-
nues to evolve based on consumer wants and needs,
“said ISPA President Lynne McNees."We are honored to
present spa professionals, investors, and the media this
important source that shows the health of the industry
and enhances its standing as a viable business.” Asso-
ciation Resource Centre partner of research and stra-
tegy, Geoff Thacker commented, “Of the five industry
studies, this has been the most interesting to work on.
After years of the spa industry being ‘the new kid on the
block’ it was refreshing to see figures demanstrating the
natural evolution of a strong and healthy industry”.

The ISPA report

In its role as a global industry leader, ISPA commissio-
ned the first-ever comprehensive study of the North
American spa industry in the year 2000. Not only was
this study the first of its kind to provide a detailed pro-
file of the industry, but it was groundbreaking in its de-
tailed examination of critical issues such as industry si-
ze, revenue, employment and growth. The study results
have since been updated in 2002, 2004, 2006 and

The newest instalment of the International SPA As-
S

most recently in the 2007 report. This executive sum-
mary highlights the key findings from the 2007 study
conducted by the Association Resource Centre Inc. The
full report contains a more detailed analysis including
product/service offerings, employment and a profile by
spa type, geography and by ISPA membership status.
The 2007 study is the first full profile study to be
conducted since ISPA undertook the 2005 Spa Industry
census — a process that achieved the formal qualifica-
tion and classification of two-thirds of the North Ameri-
can industry. These interesting facts can assist spa ow-
ners and managers in evaluating the financial health of
their business. In addition, the statistics outlined in this
study show the relative health of the industry and pro-
vide ISPA and industry members with a powerful tool.

Overview of the U.S. Spa Industry
Despite a dip in revenues, the industry is healthier than
it was a year ago. In fact, findings show that over the
past several years, spas have been increasing their re-
venue per visit and ultimately their profit margins. This
greater focus on the bottom line has led to consistent
industry profit growth since 2003 and suggests that,
despite lower revenues, spas are finding ways to ope-
rate more efficiently. While day spas do not represent
the entire industry, their significant market share
(80%) suggests they will ultimately drive the overall in-
dustry numbers. Accordingly, the majority of significant
fluctuations in the industry are often attributable to
what is going on with day spas.

How Big is the North American
Spa Industry?

The study looks at several key measures to determine
the size of the spa industry.

Spa Locations: At the time of this study (July 2007),
there were an estimated 14,600 spa locations across
the United States. As was the case in 2004, day spas
continue to be the largest spa category, accounting for
four of every five spas in the U.S. Resort/hotel spas, fol-
lowed closely by medical spas, make up the next largest
spa segments.

Spa Visits: There were approximately 111 million spa
visits made in the U.S. in 2006. While day spas conti-
nue to dominate in overall visits, they are seeing a dis-
proportionately low number of visits per spa when com-
pared to the resort/hotel sector. Medical spas are al-
so slightly underrepresented (i.e., lower share of visits
than spas) in terms of visits per spa.

Revenues: The U.S. spa industry generated approxima-
tely $9.4 billion in gross revenue in 2006. Geographi-
cally, the South West region generates the most reve-
nues, followed closely by the North East and South East
areas of the country. At 56%, day spas continue to ge-
nerate the largest share of industry revenues, followed
by the resort/hotel segment (27%) and the medical spa
segment (11%). Once again, however, day spas are un-
derrepresented (i.e., lower share of revenues than vi-
sits) while the other two segments mentioned are over-
represented (i.e., higher share of revenues than visits)
in terms of their share of revenues.

Employment: The U.S. spa industry employs an estima-
ted 232,700 people. These total employees are made
up of 117,100 full-time, 73,100 part-time and
42,500 contract workers. Spas find it most difficult to
fill positions for nail technicians, massage therapists,
estheticians and the front desk.

Square Footage: U.S. spas occupy an estimated total
of 56 million square feet of indoor space. With few ex-
ceptions, this measurement does not include space de-
dicated to accommaodations, food service or other non-

spa specific services. Day spas account for the most
overall industry space (62%), while resort/hotel spas
tend to be biggest on a per spa basis. On average,
treatment rooms account for almost half (48%) of all
indoor spa space.

The Canadian Spa Industry

As of August 2007, there were an estimated 2,800
spas in Canada. In 2006, the 2,800 Canadian spas
produced total estimated revenues of almost $1.1 bil-
lion CDN (approximately $1.03 billion USD as of July
31, 2007) from more than 17 million spa visits. The
industry employs an estimated 30,500 people, 62%
of which are full-time. The industry occupies total in-
door space of approximately 7.1 million square feet.

How Fast is the Spa
Industry Growing?

While growth has slowed somewhat, overall the spa in-
dustry is healthier than it was a year ago. Following are
the key growth areas:

Locations: The spa location growth rate in the U.S. has
slowed in recent years - 9% in 2005 and 13% in 2006
compared to an average of 22% since 1999. Despite
a slowing growth rate, the actual number of spas in the
U.S. continues to grow at a robust pace. In fact, the re-
sults show that the industry has been growing by an
average of 1,500 locations per year and continued this
trend in 2006 (1,700 locations). Medical spas conti-
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nue to be the fastest growing segment in terms of lo-
cations at an average rate of 19% per year from 2004
to 2006, followed by resort/hotel spas at 16%. In fact,
results show that medical spas, once the size of the
destination spa segment, overtook club spas in 2004
as the third largest segment.

Spa \isits: Looking at the industry as a whole, total
consumer demand doubled from 1999 to 2001, but
has changed very little since then. \While some growth
(both positive and negative) has occurred within this
period, all changes since 2001 fall within the margin of
error suggesting that industry demand continues to be
stable. The stability in demand is the driving force be-
hind what is happening in the rest of the industry. The
lack of growth in overall visits combined with the gro-
wing number of locations has led to declines in visits
and revenues per spa.

Revenues: Spa industry revenues saw a slight decline
from $9.7 billion in 2005 to $9.4 billion in 2006; ho-
wever, given the margin of error on the estimates, the
results suggest that industry revenues are unchanged.
However, spas appear to be doing a better job at ma-
naging expenses which has led to improved profitabili-
ty. The average profit margin has increased from 8%
in 2003 to 17% in 2006. The net result is higher pro-
fits despite lower revenues.

Employment: Since the inaugural spa industry study in
2000, employment in the spa industry has generally
been on the rise with a couple of temporary peaks. At the
per spa level, however, the number of employees has ge-
nerally been declining since 2002. The declines in per
spa averages are quite likely due to the influx of new spas
and nat to an actual decline within existing spas.
Square Footage: As with other measures, the average
size of spas in the U.S. has declined over the years.
This is largely a function of the new spas entering the
industry being smaller. Overall, the total industry spa-
ce has been increasing with the number of locations.
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Canadian Spa Industry
While more historical data is needed to gain a true
picture of what is going on in the Canadian spa indus-
try, the data that is available indicates a very healthy
industry. While the industry is growing rapidly, the pa-
ce appears to be manageable. Specifically, growth in
locations has not had many significant peaks or val-
leys, rather the growth rate tends to hover around the
10 vyear average of 17%. QOverall, the industry is
seeing growth in all key areas. At the per spa level, vi-
sits continue to grow while revenue and employment
are fairly steady.

Spa Pricing and Productivity

Pricing and Productivity Measures: U.S. spas report
average revenue per visit at $97, and an average re-
tail revenue of $48 per visit. The average price of a spa
treatment in the U.S. is $79, with massages and fa-
cials priced at an average $77 and $80, respectively.
Overall, U.S. spas generate an average of $165 per
square foot of space.

WWhat are the Key Trends
in the Industry?

Product Trends: Industry executives indicated that the-
re is a “revolution” in cosmetic procedures and consu-
mers can “look better without the need for cosmetic
surgery.” The trend towards medically based products
has also continued. A newer trend in the industry is
spa-influenced products such as clothing, home spas,
spa-like tubs and home massage tables.

Consumer Trends: Spas continue to lose the “pampe-
ring” image as the industry continues to broaden its
consumer appeal. A key driver in this trend is that
people want to reward themselves for working hard.
Another key trend is the continued increase in the num-
ber of men visiting spas.

Investor Trends: It is gradually getting easier to convin-
ce investors to invest in the spa industry. Extensive
branding and retailing within the spa industry, as well
as increased competition are seen to be key contribu-
tors to this trend.
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Conclusions

The following is a summary of some of the key conclusions.
The number of locations continues to grow at a good pa-
ce, but the rate is slowing. Despite a lower percentage
growth rate, it is important to note that net increase in
locations in the U.S. continues to average about 1,500
spas per year.

Stable demand, combined with growth in locations,
means lower average visits per spa. As the industry is
maturing, it is evolving, which has led many to seek dif-
ferentiation, such as in the medical and/or resort/hatel
spa sectors, or in the development of new spa types su-
ch as mohile spas and residential/community spas.
While the day spa sector continues to dominate the in-
dustry across many key measures, the disparity in per
spa revenue between day spas and other spa types
(particularly resort/hotel and medical spas) is signifi-
cant. With the intense competition, day spas may be in
for a challenge over the coming years.

With stability in demand and a growing number of loca-
tions, spas have seen a decline in average visits, reve-
nue and employees per spa in recent years. However, the
lower averages appear to be attributable to the newer
spas entering the industry as opposed to the more es-
tablished spas that have been around for many years.
While U.S. spas have found ways to become more effi-
cient and imprave the bottom line despite declining per
spa revenue, this can only continue for so long. At some
point, the industry needs to find a way to increase the
number of spa visits in order to maintain a growth trend.
The growth rate in the Canadian spa industry is both ma-
nageable and sustainable going forward. In Canada, the
growth in visits is outpacing the growth in locations.

The full report can be requested from ISPA.

ISPA is recognized worldwide as the leading professional
organization and voice of the spa industry. Founded in 1991,
ISPA's membership is comprised of more than 3,000 health
and wellness facilities and providers from 75 countries.

For more information on ISPA, write to,

call or e-mail: 2365 Harrodsburg Road, Suite A325,
Lexington, KY 40504, USA

Domestic Telephone: 1.888.651.4772

or Direct: 1.859.226.4326 or e-mail: ispa@ispastaff.com
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