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onsolidation is a term 
used by investment 
bankers to mean 
merging many smaller 

businesses in the same industry 
into one larger entity. This is done 
to gain market dominance (i.e. 
create a monopoly) and is also 
one of the most effective ways to 
achieve economic returns.

As the martial arts industry in 
Australia is unregulated, there are 
low barriers to entry — anyone 
(qualifi ed or not) could start a 
dojo, and teach their ‘brand’ of 
martial art. As a result, there are 
many martial arts clubs in Australia. 
However, such one-person 
operations lack not only buying 
power, but the ability to satisfy 
minimum standards of teaching, 
including health and safety 
standards. For example, the cost of 
obtaining insurance is prohibitive 
when the club has only a few 
students. If your training requires 
the use of prohibited weapons like 
the nunchaku, it can be diffi cult to 
obtain the necessary licences or 

permits without any track record, 
and each State or Territory has 
different licensing requirements. 
Therefore, compliance with the law 
becomes diffi cult.

Unfortunately, such issues 
mean that many one-person clubs 
don’t bother complying. However, 
this approach leaves students 
dangerously exposed to potential 
liability without any recourse. For 
example, if a martial arts instructor 
teaches weaponry without the 
required licences, students in 
possession of such weapons 
during training are at risk of 
criminal prosecution. And if they’re 
injured while using the weapons, 
there’s unlikely to be any recourse 
under the law, because they were 
engaging in an illegal activity. 
Furthermore, without the proper 
insurance in place, there’s no 
ability to recover costs for medical 
expenses. Their only option is to 
take legal action against the club.  

One-person operators also 
face diffi culties in maintaining an 
acceptable standard of instruction, 

as most teach martial arts as 
a hobby rather than running 
their club as a serious business. 
Although the Australian Sports 
Commission and other martial arts 
industry bodies provide various 
coaching courses and accreditation 
for martial arts instructors, it is 
largely self-regulated at present.  

Through consolidation with 
another club, a martial arts business 
could have more scope in what 
they provide to their students. 
They’ll also have better access to 
fi nance through the size of their 
operations, better leverage to obtain 
licenses, and greater ability to effect 
positive change. Further, by gaining 
cost and marketing advantages, 
such clubs could provide better 
training facilities, accredited and 
qualifi ed instructors and the ability 
to use branding for leverage.

Another advantage of 
consolidation is that the martial 
arts instructor can focus on 
teaching martial arts, and unload 
administrative duties to someone 
else. For consolidation to work 
successfully, however, there 
must be compatible martial arts 
philosophies and culture, similar 
business and management 
acumen, and a focus on providing 
a competitive product.

Identifying the correct mix is 
the hard part. While consolidating 
fragmented industries provides 
many advantages, there’s no 
guarantee of sustainable success. 

For instructors, the fi rst thing 
to do is ask yourself whether you 
believe you could provide better 
quality instruction and services 
to your students by merging 

with another group. This is not 
necessarily measured in cost-
savings, but in the overall running 
of the business. For the part-time 
martial arts instructor, consolidating 
with another part-timer would 
allow both instructors to employ 
someone for administrative duties 
and allow them more time to focus 
on teaching.

If your martial arts club could 
benefi t from consolidation, 
you ought to begin identifying 
similar small operators, who 
have higher costs of operation 
and fi nd it diffi cult to expand 
without injecting more capital 
(but would like to do so). If these 
needs aren’t present, there’s 
no need to consolidate. A good 
way to test the possibility of 
consolidation with a group you 
have identifi ed, is to work jointly 
together for a period of time in 
promoting training together. This 
would also allow you to work out 
whether there are areas in which 
consolidation would achieve better 
growth prospects for both clubs.

Martial arts instructors are 
generally self-reliant by nature, and 
have a fi rm belief about their level 
of knowledge and expertise. Being 
strong-minded is good, but the 
personality of your potential merger 
partner is critical in determining the 
correct mix. To create a successful 
consolidated martial arts business, 
you must fi nd a like-minded 
instructor to merge with.   
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The martial arts industry is currently fragmented. There are many one- 
person operations across a multitude of martial arts styles, but could 
some of them benefi t from consolidation?
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Insurance & licensing is 
easier for large schools, 

like Gary Martin’s   


