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Building an Effective 
Referral Program 

Framers love referrals. They are the ultimate
compliment to a business. When a satisfied
client tells a friend to use your business, it's

many times more effective than when the business
promotes itself. That's because the advice comes from
someone the friend trusts. It has immediate credibility. 

Something else happens during this exchange of
information. The person referring your business actu-

ally becomes vested in
your service. They
automatically have
tied their reputation to
yours by recommend-
ing you. This deepens
your relationship with
the client in a special
way. Treated correctly,
it can really impact
your business. It can
also be a huge negative
if you don't perform
up to expectations.

For example, I recently recommended a contactor
to a friend who needed a small potting shed built next
to her home. The contactor had completed several
small projects for me, all to my satisfaction. So I felt
comfortable suggesting the service.

Several weeks later I ran into the friend and asked
how the project went. She confided that the contactor
had built the shed facing the wrong direction and
then defended his mistake when confronted about it.
She decided not to make an issue of it, but she was
clearly disappointed.

When she told me this, I had an interesting reac-
tion. I was very embarrassed and apologetic for recom-
mending this contractor. I felt responsible for her dis-

Creating a referral 
system that works 

can be highly 
satisfying.

You just have to
be committed to 
doing it right.

Retailing

appointment and the poor service that she received. I
also felt that she might have less confidence in my
opinions in the future. This bothered me. 

Very soon I found that my embarrassment was
turning into anger. As a result, I went from a loyal
client to one who would never risk embarrassment
by recommending his service again. I felt I couldn't
trust him even though I had been satisfied in the
past. I wasn't even sure if I would continue to use
him for my own projects.

It wasn't just his failure to service my friend that
bothered me. He had also never bothered to thank
me or to acknowledge my referral. This probably
wouldn't have even entered my mind had he lived
up to expectations. But all types of small things
about his approach to business now began to be a
part of my thoughts. I'm almost sure he has lost me
as a client even though I was happy with his service
before I recommended him. 

This experience demonstrates the fragile nature
of referral marketing. It is important to understand
that there is a very real risk involved when a good
client vouches for your service. It really ups the ante
on your level of service. Asking someone to recom-
mend you doesn't just mean coming through for the
new client; it also means that you must prove the
worthiness of the recommendation of the client who
referred you. Not doing so exposes your company to
a huge loss. That's why it's important to take this
type of marketing seriously.

Well-handled Referrals
On the other hand, there is a tremendous upside of
well-handled referrals! Imagine how good I would
have felt if the contactor I recommended had per-
formed a service that my friend raved about. Not
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only would I have felt great that I
helped her out, but I would have also
felt that my suggestion was valuable
to her. It would have given me the
mental momentum to aggressively
suggest this contactor many more
times. This would have significantly
deepened my relationship with him
and perhaps even made me an ambas-
sador for his service. I would feel
good every time I rec-
ommended him and his
service made my friends
happy, thus making me
look good.

Now also imagine if
the contractor under-
stood how much my
endorsements meant to
the growth of his busi-
ness. Not only would he
clearly understand his
obligation to perform to
a high level to make us
both look good, but he
would also recognize that
my enthusiasm would
encourage me to make
more referrals in the future.

Instead of his actual behavior,
what if he had phoned and personally
thanked me for vouching for him?
What if in that brief conversation he
took time to reassure me that he
would make sure that this referral was
very happy with his service—for his
sake and mine? It would have made
me feel good about his commitment
to me as a client. I would have felt
very special.

Let's take this a step further.
How would I have felt had I received
a coupon or gift certificate the follow-
ing week as a thank-you for the new
business I brought the contractor's
way? It's likely that I might have been
fired up to find him even more

clients.
And how would I have felt had he

also given the person I referred to him
a small discount because that client
had trusted the referral? It's very likely
that I would feel even more special
because I would look like one of his
best clients to my friend. My friend
might even be tempted to also refer
her friends because of the possibility of

more discounts in the future!
Too many discounts? Should the

contractor be worried about giving
away too many profit dollars? Remem-
ber—this is free advertising. This sale
didn't cost him anything, and he never
would have gotten it if it weren't for
the referral. Why wouldn't he do
everything possible to make it happen
again?

Discounts like this are great. They
encourage future referrals and commu-
nicate a thankful attitude for the rela-
tionship. But they are not nearly as
important as being absolutely sure that
the referred client is satisfied with the
service. That is the key to building
lasting business relationships.     

Here are several keys to building a
great referral program:

Encourage current clients to refer
your service: Be bold enough to ask
them to refer you to their friends and
family. Do this by letting them know
that you need as many clients like
them as possible, and that their help
would be appreciated. 

Have an organized method of ask-
ing clients to refer: Make sure you
have a system in place that encourages

every client to refer their
friends. Make it a policy to
ask clients for referrals every
time your sales team com-
pletes a transaction. Also use
signs and flyers that ask for
referrals, and spell out the
benefits they can get by
making them.

Create a benefits pack-
age to encourage more refer-
rals: Reward clients who do
refer. And tell them up front
that they will be rewarded if
someone they refer uses your
service. Make the reward
something worthwhile since
this type of marketing is so

valuable to your business.
Reward those who refer immedi-

ately and aggressively: When someone
comes in and uses your service because
of a referral, reward that person imme-
diately—not at the end of the month
or when you can get around to it.
Make it a priority and a celebration.
Call or 
e-mail the person making the referral
with a sincere thank-you and let them
know a reward is on the way.

Reward the new client who was
referred: Doing this has a couple of
key benefits. First, those who refer get
to tell their friends that if their names
are mentioned then their friends will
get a discount or a designated reward
on their first purchase. This creates a
special feeling for those who do the

A referral program can benefit greatly by using special “thank-you” coupons
that reward the person who provides the referral as well as a discount for the
new client who was referred to you.

Are you Happy with your Project?

Tell a Friend!
Referred by: _______________________________

Every time a “New Friend” tells us that you sent them,
we will discount their framing project $25.

And, to show our appreciation, we will send you a
$25 gift certificate toward a framing project!

Thank You for your Business!

219 Broadway Ave     Chesterton     (219) 926 - 6000

103 N. Main St. Crown Point (219) 663 - 5225
74 W. Lincolnway Valparaiso (219) 477 - 1700
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referring because their names get
their friends a reward. It also entices
the friends to use your service
because they will get a discount on
their first visit. 

Create a follow-up system to be
sure the new client was satisfied:
Don't forget how much you have to
lose if your service doesn't meet a
new client's expectations. Make sure
this doesn't happen by building a
follow-up policy that allows your
clients to give you honest feedback
about your service. Be sure your staff
is trained to correct any and all
problems that could surface. 

Track the results of your pro-
gram: Add your referral program to
your marketing plan analysis. Just
like any other program you use, it's
important to know how many refer-
rals you are getting, what the dollar
value of each referral sale is, and how
many discount dollars you offer to
support the program. Doing this will
help you analyze the growth and
profitability of your new program.

Building a referral program is an
important part of growing your
framing business. Its most effective
feature is the deep relationships it
builds with clients, who then
become ambassadors for your shop.
Understanding your responsibility in
that relationship is the key to build-
ing this type of program. Build it
correctly and it will become one of
the most satisfying programs in your
business.  ■

Ken Baur is president of Framing
Concepts Gallery, a national award-
winning company with three loca-
tions serving Northwestern Indiana,
and a corporate division serving the
business and design industry of
Indiana and Chicago. Framing Con-
cepts is in its fifth year in business.  
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