
Lawrence Neal:	 Welcome to another membership podcast. Luke, thanks for joining 
today.


Luke Carlson:	 It's my pleasure. Thanks for having me.


Lawrence Neal:	 So, in this short module, we're going to describe how to go about 
making successful and effective compensation plans for your 
personal trainers. Luke, are there some sort of steps that we can go 
through, or how do you feel about where we should start with this 
one?


Luke Carlson:	 Well, I think you should start with this mindset, and it's taught, I 
mean this concept and it's taught in every business school and 
every MBA program in the country, it's called organizational design. 
An organizational design involves a couple of different things, 
involves the structure of the business. So, what does the 
organizational chart look like? But the other huge element is 
compensation plans, because ultimately what gets rewarded gets 
done. And this is true in our personal training studios, and this is 
true in massive companies. Like you follow the history and the 
progression of a company like Microsoft, for example. Microsoft, 
what they valued and what they focused on changed as they 
changed comp plan.


Luke Carlson:	 So, this is one of the thousand different examples. But early on at 
Microsoft, you got rewarded for being a coder, and for creating, and 
for inventing. And so, what did everybody want to do? They wanted 
to be the genius coder that was creating something, that was 
building software, because, frankly, that's how you made a few 
million bucks. And then, eventually, they made a shift where the mid 
level managers are who really got rewarded. And so, everyone slid 



into a mid-level management role and they learned pretty quickly 
that this is where you got paid, but you didn't rock the boat, and 
you didn't invent anything. There was no pressure to come up with 
anything new, any idea, anything.


Luke Carlson:	 And so, I'm not saying which is right or wrong, I'm just saying that 
you got to understand that however you set up the comp plan, 
that's going to influence behavior. So, that's the overarching 
thought to start off with, our concept to start off with. And then, 
from there I think what you have to do is you have to think about 
how do you control or maintain the right profit margin or specifically 
the right gross margin. Because the toughest thing to do when 
you're managing a business is to try to manage around fluctuations 
in your gross margin. That's what's so incredibly difficult. So, I like 
to have a comp plan where that's protected, that if the rent is the 
same, everything else are the same in the studio, that we can 
predict where we're going to be from a staffing standpoint.


Lawrence Neal:	 Yeah, and I would just take this opportunity to say there is a PDF 
which we will link, too, from the show notes of this for the tier 
system that you have at Discover Strength for the various levels of 
personal trainer, which goes into detail in terms of the 
compensation and the number of sessions, training sessions one 
would have to do on a weekly basis, I believe, among other details. 
Okay. So, that was a great way to start. Luke, this is one where I 
guess I'm relying on you a little bit more to lead the conversation, 
but what next-


Luke Carlson:	 Yeah, I think the next big consideration is, what you're doing from a 
comp plan? Is it a reward or as an incentive? Because there's just 



so much research, and Dan Pink is the guy that really popularized a 
lot of this research, that were maybe not as coin driven, or were not 
as motivated by money as we maybe think, that when you offer a 
financial reward to do a task, we don't necessarily do that task more 
efficiently. We don't do that task more productively. And so, just 
understand that, is it an incentive or is it a reward? And then, is the 
reward or the incentive, is it linked close enough to the actual 
performance of that individual?


Luke Carlson:	 So, let's take a studio that has six personal trainers and we're going 
to give them a year-end bonus on profit. So, we have a given 
amount of profit, we're going to split a percentage of that profit up 
and do a profit sharing bonus with all the personal trainers. Well, 
most owners would say, "That's a brilliant idea. People almost feel 
like they have little ownership. They get some of the profit. Really, 
really cool." Well, that individual trainer may say, "I'm just one of the 
six trainers, or one of 10 trainers," however many trainers the studio 
has, "what kind of influence do I actually have on our profit? There's 
so many decisions that go into driving profitability. Do I really have 
an impact on this?"


Luke Carlson:	 So, I have no clue day to day, weekend to weekend, how my 
behaviors actually impact our overall profit. And so, I feel totally 
disconnected to that reward. Thank you for this check that you gave 
me at the end of the year, but I don't really know how to drive it. I 
don't know how to give you more of it. I don't know how to give you 
more profit." So, you got to be careful about having things that are, 
rewards that are maybe rewarding something that's too many levels 
away or layers away from the actual person's performance. Now, an 
example of something that would be closer would be retention.




Luke Carlson:	 So, if it's a personal training studio manager or a personal trainer, 
could you bonus them or reward them on the retention of the clients 
that they work with in a given time period, whether it's a quarter or a 
year? And I, by the way, like all bonuses to be over the quarters 
rather than annual because annual, the business now has to pay out 
a lot of money in one lump sum at the end of the year and that may 
compromise cash position. And number two, that employee really 
can't look forward to that money or plan for it in terms of things like 
cars, and mortgages, and just the everyday things, the expenses 
they have. They think it's more of like a surprise at the end of the 
year. And if it's quarterly, they know whether it's $200 or $4,000 
each quarter.


Luke Carlson:	 "I know this money is coming, or I know at least a percentage of 
this money is coming." It becomes so much easier to predict and 
plan. So, I would opt for something to be quarterly. And then, I also 
think that we can link it toward that quarterly goal or quarterly 
objective, whether it's retention in this quarter, new sales in this 
quarter, something like that.


Lawrence Neal:	 [Crosstalk 00:06:29]. Yes, sorry.


Luke Carlson:	 Go ahead. Go ahead, Lawrence.


Lawrence Neal:	 Well, I was just going to say-


Luke Carlson:	 Well, I was just going to say that-


Lawrence Neal:	 You got me.


Luke Carlson:	 I promise you go ahead and I'll add something later.




Lawrence Neal:	 I was just going to ask, are those things that you incentivize in DS in 
terms of retention and sales objectives quarterly?


Luke Carlson:	 We do, but I'm trying to be a little bit broad here because I realized 
that I have the ability to, or I could inadvertently just stifle 
someone's creativity by suggesting exactly what we do. And frankly, 
your listeners may have way better ideas than what we have. I just 
don't think it should be profit only, because if it's profit only 
someone feels like they're not connected to it. I also know that 
retention is the most important thing in the business. And so, while 
that seems like it would make sense to reward over that, or 
incentivize over that, because they actually have control over that, 
then you could even break it down, well, what part of retention do 
they control? Okay? So, you could break it down in a way that's 
even more controllable.


Luke Carlson:	 You could link the incentive to what we would call a lead indicator. 
So, rather than what was our sales, you could say, "Well, let's link it 
to something that's going to drive those sales. A lead indicator of 
what our sales are going to be, or a lead indicator of what our 
retention is going to be." So, an example of lead indicator of 
whether or not you're going to retain someone is if you're a studio 
that generally recommends two workouts per week, if someone's 
consistently getting two workouts per weekend, that's a lead 
indicator that you're going to retain them. If they average about 1.2 
workouts per week and they're not using all of their workouts, that's 
a lead indicator that they're going to leave at some point.


Luke Carlson:	 And so, you want to make sure, "Okay, if this is a lead indicator, 
let's focus on the lead indicator. Let's just go to work on lead 



indicator. What percentage of the clients am I working with are 
getting their two workouts in per week? If you just focus on that, 
retention in that case just might take care of itself rather than some 
companies would look at retention as, "Hey, this person hasn't been 
in for two weeks, let's give them a call, let's get them back in, let's 
give them an offer, a discount to get them back in the door." That's 
really reactive retention, and we probably can be proactive in our 
retention with looking at the lead indicators and maybe incentivizing 
around the lead indicators.


Luke Carlson:	 Now, Lawrence, all of that is just one segment of the compensation 
that's incentives, rewards, bonuses, et cetera, which I think is 
valuable. But really, the base compensation I think I've really, really, 
really strongly believe, should come from pay per session and not 
as salary. I've said this probably on one of your episodes before, but 
it is worth saying again, if you give someone a flat salary, it does not 
link the desired outcomes of all parties involved, meaning the 
business, the trainer, and the client. If I'm a trainer and I'm on a 
salary, and it's 7:30 p.m., and my schedule doesn't have a 7:30 
client, we close at 8:00 p.m., okay? I'm ready to go home for the 
day. I'm excited that my day is over and I get paid no matter what.


Luke Carlson:	 Well, at 7:30 a client calls and then says, "I'm five minutes away. I'd 
love to drop in for a workout. Do you have anything available?" If 
I'm that client, excuse me, if I'm that trainer, I say, no, I'm tempted 
to say no. Why? Because I can go home for the day and make the 
same amount of money. Well, what's the client want? The client 
wants to train. What's the business want? The business wants the 
client to train. What does the trainer want? The trainer wants the 
client to not call and schedule that workout, not get in. So, you have 



to be aligned. Where if you're paying a trainer every time a client 
comes in, you're aligned on the trainer's goals, which is to make 
more money.


Luke Carlson:	 The client's goal, which is to get a workout in. And then, of course, 
the businesses' is goal, which is to do more sessions. So, that's 
why I think charging, not charging, excuse me, paying the trainer 
per session is really the only way to do it.


Lawrence Neal:	 Yeah. Thank you for underscoring that. I know you've said it before, 
but a lot of the principles and tactics that you've shared on the 
podcast and in the membership and do bear repeating, and I 
personally find that very, very helpful for my own strategy, for my 
own studio. What else goes into a successful comp plan for 
trainers? What other considerations?


Luke Carlson:	 The other thing I would say is don't keep that percentage that 
you're paying them the same forever. So, what we have is the tier 
system. So, just a system of time goes on, you learn more things, 
you get more certifications, you read books, you take quizzes, you 
build the tiers however you want, that your percentage increases. 
So, a brand new trainer that's been with us for six months is going 
to make less per session than someone who's been training with us 
for eight or nine years. They stand to make more per session. So, as 
they move toward mastery, we're going to pay them more off of 
each session. Now, the other thing that happens is, after you've 
been with us for three years, you charge more per session. So, we 
have personal trainers and we have what we call iconic trainers.


Luke Carlson:	 So, that second level allows the business to make more money 
because we're charging the client more, and then, it allows the 



trainer to make more money because the trainer now is receiving a 
percentage off of a much higher revenue amount for that particular 
session. So, again, it's a win for the business, it's a win for the 
trainer, and we look at it as a win for the client because the client 
gets to schedule. They were willing to pay more to schedule with 
the trainer that they really want to train with and they probably 
wouldn't do that early on because they don't have any rapport with 
that trainer. The trainer hasn't demonstrated over many years that 
they can provide that kind of value. So, I think there's value in that, 
too.


Luke Carlson:	 And some of your listeners have done things like that. I was talking 
to Adam Zuckerman a few weeks ago and he said, "For my longest 
tenured trainer, I just increased his prices so he could get paid 
more." Guess what? No one left. All of his clients continue to train 
with him. So, Adam really significantly increased his total revenue. 
He increased how much this guy's getting paid. And of course, the 
client's happy because the client gets to train with that trainer. 
Ultimately, the client wants the trainer to be retained. They don't 
want to see the trainer leave. And so, we make decisions all the 
time that allow us to compensate our trainers really well so that we 
can retain them, and I think our clients appreciate that.


Luke Carlson:	 There's a statistic on this, and I don't know if it's Gallup or who did 
the research, but the ultimate trust builder between a company and 
its clients is how the company treats its staff. And so, we always 
want our clients to see us, the company, treating our trainers really, 
really well. I may have accidentally said clients in there, I'm not sure, 
but I meant staff. So, the clients, okay, the clients, the ultimate trust 
builder between a company and its customers is that the customers 



see the company treating its staff well. I may have slipped in the 
wrong word there when they said that before. So, we're constantly, 
anytime we do something for a trainer, we want to make sure that 
it's in front of our clients, and they understand that rewarding, and 
recognizing, and taking care of our trainers.


Lawrence Neal:	 Yeah. And I remember you bringing this up when we talked about 
how do you increase prices in high intensity training, which again, 
must listen for everyone in the membership. I will link to that. Luke 
did an entire membership podcast with me on how exactly do you 
go about raising prices, why you should in almost all cases. So, do 
check that one out. In terms of, obviously, when you go to raise 
prices, when you go to justify that to your clientele in saying, "Look, 
one of the reasons is because it's going to benefit the trainers." And 
spelling that out really clearly how it benefits them is part of that 
strategy, isn't it?


Luke Carlson:	 Absolutely. Yup, absolutely. When we raised prices a couple of 
years ago, we really said, "This is what we're doing with the 
increased session fee. We are now offering health insurance. We're 
now offering a comprehensive 401k, and every trainer is going to 
get paid more in the sessions they deliver." And that's two things, 
it's just transparency. We're just being honest. This is what we're 
doing. There's no reason to skirt around it. And number two, it does 
demonstrate that we're putting our staff first, and that's a trust 
builder for all of our clients.


Lawrence Neal:	 So, again, the topic of this module was partly inspired by some of 
your experience. I'm seeing colleagues in the industry struggle to 
build successful compensation plans for trainers. So, maybe I 



should have started with this, but what are the mistakes that you 
see? What are the areas you see over and over again in this regard?


Luke Carlson:	 I would say a flat salary, where no matter what happens, they get 
paid the same. The quality of the session, it's always the same. So, 
I talked about tiers, where you move to the tiers by learning more, 
and getting more certifications, and spending more time with the 
company. But the other thing is, within a tier we rate every trainer as 
A, B, or C. So, if we subjectively think you're just a kick butt trainer, 
you're going to get an A. And if you've gone through the tier system 
but you're just not performing up to par, you're going to be a C. And 
a A, or a B, or a C level trainer gets paid very differently within a tier. 
So, you don't want a trainer that's been with you for seven years 
thinking, "Hey, I can show up and just do what I always do, and I'm 
going to be fine."


Luke Carlson:	 No, you got to be good. You got to provide great sessions. The 
second that new client it's in front of you, they don't care that for 
the last seven years your sessions are good. Now, they're not quite 
as good. They don't care that you used to be legendary. They just 
care about the session today. That's it. And so, that's a way of 
making sure that we're always delivering a great session right now. 
There's a number of different ways you can determine that A, B, and 
C. We largely look at what your retention to the clients that you work 
with is, but it's also subjective, like when we shadow your sessions, 
are you hitting all the checkpoints that we think are important.


Luke Carlson:	 So, there's two functions there. Move through some type of a tier 
system toward mastery, and then, within whatever tier you're in, you 
should be objectively and subjectively assessing someone and then 



compensating them based on that. So, that's why a new trainer with 
us that's been with us for a year, not every trainer that's been with 
us for a year is going to make the same amount of money. Some 
make a little bit more and some make a little bit less. That's the way 
it should be. If you're really good, you should get paid more. And 
that's why in the U.S. public school systems, I think they just have it 
screwed up. If you're a third year teacher in the U.S. and you're the 
best teacher that school has, you get paid the same as the third 
year teacher that's the worst teacher in the whole school.


Luke Carlson:	 And then, the teacher that's been at the school for 22 years, that's 
just mailed it in and doesn't really put in any effort to their job 
anymore, they get paid double, which you could pay it ... and they 
can show up and not even exert any effort, and definitely not exert 
any proficiency or skill. And so, we want to actually reward, are you 
good at your job day to day?


Lawrence Neal:	 I think that's absolute gold. I did wonder what the A and B meant on 
the tier system, because I've seen it in the PDF, in the slides, but I'm 
guessing the addition of a C is relatively new or not?


Luke Carlson:	 We've always had the C, and I don't know if it's not, I cannot look at 
the slides right now, but we have always had the C, so everyone 
gets graded A, B or C, and we just grade them two times a year. So, 
instead of every quarter, it's just every six months you're going to 
get a new grade and that grade lasts for six months, and then 
you're focused on, "In the next six months can I improve my 
grade?" Hey, if you're an A, your focus is like crazy, and I don't want 
to drop down to a B. And the thing we have to do, and we have to 
be completely honest with is, "Hey, even if we love this trainer and 



this trainer is a great friend, and they had been with us for a long 
time, if everything that we have observed says that they're a B, we 
got to put them at a B."


Luke Carlson:	 We can't just put them in A because they're an A. Lawrence, I would 
look at my own workouts that way. I give great workouts in 2006, 
2007. Well, no one cares. It's like what are my workout is like in 
2019? So, when I wake up, or when I think about, I write it in a little 
journal in the morning and I train clients on Mondays, I have to write 
what would make today great and I always write that I'm providing 
the best value I've ever provided for the sessions that I'm delivering 
today. Like I did 14 workouts yesterday. Is every workout really on 
par with the best workouts I've delivered in the last 13 years? That's 
what I have to be.


Lawrence Neal:	 Yeah, I guess you feel more pressure as well being someone to set 
an example in your organization as well, right?


Luke Carlson:	 For sure. And it would be very easy to do just the opposite of that. It 
would be very easy to say, "Well, people want to train with me just 
because I've been here a long time or because I'm the owner." And 
I just can't do that because frankly that's not going to keep them, 
and it doesn't set the right tone for the rest of the company. I got to 
model away and try to make my sessions better.


Lawrence Neal:	 Yeah, it could be very destructive, actually, I think.


Luke Carlson:	 Absolutely.


Lawrence Neal:	 What a wonderful accountability tool with regard to the A, B, and C 
rating. I think that's really, really smart, and I just think that's 
brilliant. So, one other thing I wanted to ask is, I appreciate 



everyone, the membership has got high-intensity business owners 
all over the world. So, we're all working in different environments, 
and I suppose that principles thankfully do kind of transfer across, 
but when it comes to trying to figure out the right compensation, 
and I know you don't pay a flat salary, but it's more commissioned, 
how would you describe it? Sort of commission based or session 
based I suppose?


Luke Carlson:	 Yeah, you could say commission based, yeah.


Lawrence Neal:	 Okay, so with that in mind, how do you decide what is a fair 
compensation, annual compensation, for a trainer? How should a 
business owner or hiring manager decide on what's fair for trainers?


Luke Carlson:	 Well, it's a matter of understanding your financial model. So, you 
got to look at your model and you got to look at when these 
different scenarios are played out, does the math work. Then, if the 
math doesn't work, you have to make a change. When I say it 
doesn't work, I mean you can look at what the average 
compensation of trainers in your market are and say, "Where do I 
want to be in this?" If you think you're a premium training studio, 
but you're toward the bottom level of compensation, I got news for 
you. You're not a premium training studio and you are likely not a 
premium training studio and vice versa. If you're not charging very 
much per sessions, but your trainers are making a tremendous 
amount of money, your financial model's not going to work.


Luke Carlson:	 So, you just got to understand where do you want to be in the 
whole landscape in terms of your compensation, and then you have 
to build a financial model that allows you to do that. That usually 
involves, "What do I expect my trainers? How many clients do I 



expect them to train?" Not everybody's Doug Collins. Not 
everybody can train 14 people before noon on Monday. Like that's 
not realistic. And not everybody can train 70, 80, 90, 100 sessions 
in a week. I just know a few people that can do that, and some can 
do that. Our staff, they do not do that. They train between 40 and 
55 sessions in a week. So, I have to make the economic model 
work with that amount of clients.


Lawrence Neal:	 Yeah, that's clearly a case of variable to consider in all of this. And I 
assume that your, based on what I've seen or based on the tier 
system, the PDF, that your trainers are compensated probably 
better than any trainers in the Minnesota area. Is that accurate?


Luke Carlson:	 So, I'm not sure. I think for the most part they are, I think especially 
the ones who have been here for a couple of years are, could you 
find a trainer somewhere that is? Yeah, I will say this. I don't think 
anyone's compensated more in terms of compensation benefits, so 
like health insurance and 401k, and "work life balance". So, they're 
in the studio less and making more than anybody else. There's 
probably a trainer that's making more, but they're seeing clients 
seven days out of the week and they see clients in the morning, in 
the afternoon, in the evening. And that's not, I don't want to make a 
sweeping generalization, that's not the lifestyle that most of our 
trainers want.


Luke Carlson:	 That's something that I have to accept, that I don't necessarily 
relate to, but it's what they want. So, we build it around what are 
our employee wants.


Lawrence Neal:	 Two more quick questions. What sort of feedback do you get in 
your organization about your compensation plans from trainers?




Luke Carlson:	 We do a standard each year and we ask, "Well, how do you feel 
about your compensation?" And 95% of the time, it's literally 95% 
of time, they say, "I'm compensated very fairly." Or, "I'm 
compensated as well as anybody in our industry. I'm very happy 
with the compensation." Every once in a while someone will ask a 
question that shows that they don't think about things from like the 
business point of view, and I don't mean from my point of view. 
They ask for something that's economically not possible. Like, "We 
should get paid while we do this also." And I would say, "Well, 
where would that money come from?" And they would just look at 
me and like, "Oh, I just thought there was a pot of money 
somewhere." And it's like, "Well, no. That comes from ... The only 
way we make money is from clients giving us money.


Luke Carlson:	 So, where did you want that money to come from?" And so, they 
just haven't thought about that because they just were raised to 
think that, well, jobs like businesses have money and they give 
employees money and there just must be money somewhere. So, 
it's just, do you understand the economics? And every once in a 
while they'll ask a question that demonstrates that they haven't 
thought about the economics. And I don't blame them for that, but I 
also think, "Well, it's a little bit of common sense. You just think it 
through a little bit."


Lawrence Neal:	 And that is why you do that high level financial education across 
your business internally, so that people have a better idea of how 
the business works and what kind of money might be available for 
stuff like that.


Luke Carlson:	 Absolutely.




Lawrence Neal:	 Which, again, I'd encourage those listening to this to check out the 
Q&A that Luke did back in September 2019, which was just 
awesome and covered that in detail. Because you can almost nip 
that in the bud to a degree or at least reduce those sorts of 
questions.


Luke Carlson:	 Absolutely.


Lawrence Neal:	 Again, Luke, another really great piece of content. I really appreciate 
it. Any final thoughts about this? Anything that you haven't 
mentioned regarding what makes a successful comp plan that we 
haven't talked about?


Luke Carlson:	 No, I don't think so. I just think that I want to make sure that, like I 
alluded to just briefly, is that I want to draw people down a certain 
path, that there's only one way. I don't want to stifle people's 
creativity, but as long as it works for us in the gross margin, and 
then it's encouraging the behaviors that you want, it's rewarding the 
behaviors that you want. It's that organizational design element that 
how you compensate people is going to impact what happens in a 
business and the culture of the business. So, big picture, keep 
those things in mind as you build something.


Lawrence Neal:	 Yeah, I do think you've given some great filters to help people come 
to decisions, those who just sit there. So, I think it's very helpful for 
people. Best way for people to find out more about you.


Luke Carlson:	 Shoot me an email anytime, luke@discoverstrength.com. You can 
go to our website discoverstrength.com, and then, you can 
hopefully attend the resistance exercise conference, which is a 
gathering of like-minded, high intensity training, evidence-based 



training people. That conference has a website as well, 
resistanceexerciseconference.com.


Lawrence Neal:	 Nice one, Luke. Thanks for joining me today.


Luke Carlson:	 It's my pleasure. Thank you so much, Lawrence.



