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FROM THE KING OF REFERRAL MARKETING - Jay Abraham 

 
SOMEONE YOU SHOULD MEET  

 
If you show you care about your clients and how your product or service makes a difference in 
their lives, businesses or careers, they will eagerly refer a constant flow of quality clients to you. 
All you have to do is show your clients what to do. In this chapter you will learn how to create 
and implement a cost free, formal client referral system that will bring you an immediate 
increase in clients and income. 
 
I’d bet a lot of money that a surprisingly large portion of your new clients actually come from 
direct or indirect referrals right now. (You might think of it as “word of mouth.”) But I would also 
bet that you’ve never put a formal and aggressive referral system into place. You need to. 
You’ve invested far to much in your business and clients. You provide far too important value 
and benefit to allow all of the friends, coworkers, family members and colleagues of your current 
clients to be denied access to you.  
 
Most businesses spend all of their time, effort and money on conventional, externally focused 
advertising, marketing or selling programs when a fraction of that time 188 and money would 
get them many times the results if they developed a formalized internal referral system. Let’s 
examine the psychology behind such systems before I tell you exactly how to use referrals; then 
let’s see how other clients of mine have applied referrals to their enterprises.  
 

The psychology:  
You have a moral and business obligation to extend the same superior level of results or 
benefits you provide to each and every one of your clients, to everyone they hold dear. What’s 
my rationale for saying this? It all stems from a fundamental belief I hold about what you do. 
Most people in business think of the generic aspects of what they do… they sell shoes or real 
estate or stocks or insurance or industrial parts. Refuse to allow yourself to become a 
commodity. Instead, focus on your contribution to your clients’ lives or business and the ultimate 
impact that results. Start looking at your enterprise in the same, proud light. 
 
 If you sell computers, focus on the fact that because an enterprise bought one of your 
computers, now that business is being run more effectively and efficiently. The owner or 
management of that business has probably been able to reduce overhead, processing time and 
waste by dramatic amounts, thanks to your computer becoming the nerve center. What used to 
take three people to do may now take only one and your computer made it all possible.  
 
 Focus on the incredible contribution or benefit your product or service made possible. Never 
focus just on the generic commodity value of what your product or service does. The same goes 
for the industrial parts business. Focus on the contribution you make to the completed 



manufactured product, and to the fact that this product performs for years, or for thousands of 
service hours, without failure or interruption, in some or in great part because of what you do. 
Whatever your product or service, the moment you alter the way you see yourself and your 
contribution, everything in your business or profession changes for the better. This could not be 
more applicable for referrals.  
 

CHANGE CAN BE DRAMATIC  
 
When you change your sense of self worth, you also alter the way you look at your relationships 
with clients. No longer do you , or should you, see them as mere purchasers of your wares or 
services. Instead, look at each and every client as a dear and valued friend. A lifetime friend, 
because that is precisely what your clients are to you: dear and valued friends. After all, they’ve 
befriended you and your enterprise; they’ve trusted you with critical and intimate buying 
decisions that impacted and affected their very security, wellbeing, comfort, happiness or 
prosperity. They trust you. They depend upon you. Once you accept that premise, you will 
immediately understand the point I am about to make, and it ties directly back to referrals.  
 
You wouldn’t allow anyone who was important to one of your valued, dear friends to make a bad 
purchasing decision if you could possibly keep it from happening.  
 
If your mother, brother, boss or secretary was about to spend money on anything important and 
you knew that, left on their own they’d probably make a mistake, or choose less than they 
deserved to give themselves, you would intercede. Do the same for your valued clients. 
 
If you know that people important to your clients are making decisions on their own about the 
product or service area you specialize in, and they aren’t getting the very best outcome they 
could get, you must intercede. You have to do it not so much for yourself as for your valued 
client you care deeply about. Anyone important to your clients has by nature got to become 
important to you.  
 
That means you must, for your client’s best interest, extend yourself at every level to make your 
services or products available to anyone in their lives who might need your advice or help. And 
that means you must encourage and develop referrals as often as possible. With that said, look 
at every active and inactive client you deal with as a potential source of dozens of referrals and 
new, valued friendships for you over his or her lifetime. But it’s up to you to stimulate those 
referrals.  
 
A psychiatrist I’ve advised made his business boom by following just one piece of advice: He 
told the people who referred patients to him (the bulk of his business) to tell anyone they 
referred that they wouldn’t have to pay for the first session. The psychiatrist ate that cost 
himself, but more than made it up in new business because so many patients urged friends and 
family to try him out.  



 
A client of mine, with a landscaping service company, increased his business by 33% in one 
year using referrals. He gives his vendors a finder’s fee of 20% of what the referrals spend for 
deep-root feeding and pruning services. This averages out annually to a nice $300 referral fee 
per client.  
 

PUTTING A REFERRAL SYSTEM IN PLACE 
 
Look at how many referrals you get accidentally right now. Then multiply that number by 10. 
Then double it. And then, redouble it. Potentially, that’s the increase in business you could be 
looking at producing.  
 
A formal on-going client referral system will bring you an immediate increase in clients and 
profit. A referral-generated client normally spends more money, buys more often, is more 
profitable and loyal than any other category of business you could go after. And, referrals are 
easy to get.  
 
Referrals beget referrals. They are self-perpetuating.  
 

HOW TO DO IT  
 
Step One: Every time clients deal with you in person, through your sales staff, by letter, e-mail 
or on the phone, diplomatically ask them for client referrals.  
 
But first you must set the stage. Tell your clients that you realize you enjoy doing business with 
them and they probably associate with other people like themselves who mirror their values and 
quality. Tell them you’d like to extend to them the opportunity of referring their valued and 
trusted associates to you. Then help the client see a clear picture of who in their lives could 
benefit most effectively, and naturally, from your services or products. Tell them what kind of 
person or business it might be, where they are, what they are probably doing – and why they’d 
be benefited.  
 
Show them what that person or entity would be doing or buying right now so that the picture is 
vivid. Then extend a totally risk-free, totally obligation-free sales offer.  
 
Step Two: Willingly offer to confer with, review, advise or at least talk or meet with anyone 
important to that client. Offer to consult their referral or let them sample or get a demonstration 
of your product or service in action without expectation of purchase, so your client sees you as a 
valuable expert with whom they can put their friends or colleagues in touch.  
 
If you do this every day to every client you talk to, sell to, write to or visit – and you also get your 
key team members to do it too, for just five working days to start – you can’t help but get dozens 



or even hundreds of new clients. I have seen business literally tripled in six months when people 
followed an aggressive client-referral process.  
 

REFERRAL SYSTEMS ARE THE KEY TO OPTIMIZATION AND 
EXPONENTIAL GROWTH 

 
 Why do you want referrals? You want referrals because this is the least expensive, has the 
least risk, and has the highest leverage and highest potential payoff of any way to acquire new 
clients. An additional benefit is that the client who comes from referrals is much less likely to 
“price shop” or to have “buyer’s remorse.” The law of consistency is such that if clients 
recommend you to a someone else, they have committed themselves also. Why do you want a 
formal referral system?  
 
You want a formal referral system so that you consistently get referrals no matter what else is 
going on because it is a formalized, sequential process. Why do you want multiple systems?  
  
Because this is the best way to attract new clients. If you want to optimize any business, then 
you will have at least 4 to 5 different referral systems. Plus, after reviewing the templates and 
the referral system examples that follow, you will see how easy, simple and effective it is to set 
up multiple referral systems.  
 
The best approach to optimizing any business is to determine 4 or 5 new referral systems you 
will test immediately. The initial information you would ideally want to know before you go to the 
referral system template is discussed below.  
 
1. Who are your ideal prospects? (The ideal prospects are the clients you would like to have 
more of.)  
 
2. What is the benefit (or benefits) your ideal prospect wants and needs?  
 
3. What benefit or result does your competitor(s) provide? What things does he do better than 
you and worse than you?  
 
4. What benefit or result do you provide? What things are better and worse than your 
competitor(s)?  
 
5. What is the ideal prospect’s biggest problem that is not being met? How could you help him 
solve it?  
 

 
 



REFERRAL SYSTEM TEMPLATE  
 

Use this guide to help you and your clients recognize and refer more clients to you.  
 
1) What are the demographics of your ideal prospects? 
a) Income  
b) Financial Worth  
c) Age  
d) Gender 
e) Ethnic group  
f) Neighborhood  
g) Geographic region  
h) Type business 
i) Marital status  
j) Religion  
k) Hobbies  
l) Political views  
m) Membership in associations or groups  
n) Type automobile  
o) Subscriptions to magazines, cable or newspapers  
p) Educational background  
q) Type investments (home owner, savings account, stocks, bonds, etc.)  
r) Physical health  
s) Mental health  
t) Health interests (alternate health, vitamins, vegetarian, etc.)  
u) Smoker or non-smoker  
v) Alcohol use, social drinker, etc.  
w) Vacations  
x) Buying preferences (retail – upscale or discount, direct mail magazines, phone, etc.) y) 
Position  
z) Any other demographic group that applies to your business  
 
2) Who can refer these prospects to you?  
 
For each of the following groups include both existing and former. For example, you would 
consider existing and former vendors, clients, employees, competitors, etc.  
 
Or you could consider combinations such as former employees of competitors.  
a) Vendor  
b) Clients  
c) Employees  
d) Competitors  



e) Relatives  
f) Prospects  
g) Prospects who did not convert  
h) Neighbors and friends  
i) Church members  
j) Association members (fraternal, social, industry, charity, or interest based)  
k) Other businesses and professionals who your prospects trust in your area  
l) Other businesses and professionals who your prospects trust outside your area  
m) Leaders or celebrities who your prospects admire, respect and/or trust  
n) Magazine editors, writers for publications  
o) Special interest groups (cigars, travel, music, whale watching, etc.)  
p) Who do the prospects do business with before, during and after the prospect does business 
with you. In other words, who has the clients you want?  
q) Governmental regulatory agencies  
 

3) Set the stage for getting referrals.  
 

a) First make sure you have a good or valuable product or service. If not, improve it.  
b) Revere what you do.  
c) Position yourself as different from your competitors.  
d) Show interest in your current clients by asking them about themselves.  
e) Explain that even if the referral does not buy, you will provide a valuable service for them by 
letting them know what they should look for, what they should avoid, what they should expect, 
what they might overlook, and anything else which could negatively or positively affect the 
referral.  
f) Give them both logical and emotional reasons they should give you referrals. Explain that you 
get much or most of your business by referral. Because you do get referrals, you are able to 
invest your money and your time in providing a better product or service.  
g) Offer to give them an incentive for the referral. (Note: In the case of some professionals who 
cannot ethically take pay for referrals, you can do things to help them grow their business, 
donate money to their favorite charities, etc. In some cases you will need to make sure that any 
compensation is not based on a per-referrals, per lead, per buyers or additional profit basis.)  
h) Offer to give their clients a product or service for free or at a discount and tell them that this is 
something that the person referring you to them has bought them. 
 i) Offer to give the referral a special incentive. These special incentives could be bonuses, 
money back guarantees, additional service, a discount, or anything else that has perceived 
value to the referral. 
j) Have your client call or directly contact the referral.  
k) Do something in advance of asking for the referral for the person from whom you want to get 
referrals. This will induce the law of reciprocity. This could be a birthday card, buying them 
lunch, giving them a referral, giving them a report or book, or anything else which has perceived 
value.  



l) Keep in frequent contact with the people who have provided referrals in the past. 
Acknowledge the people who have provided referrals who become clients. Get back with the 
person who provided referrals to you and let them know what happened.  
m) Ask for referrals when clients are most receptive. This could be when they have just bought 
your product or service. This could be when you have done something great for them such as 
given them a large refund, a good sale, paid off a claim, fulfilled your promised service or 
obligation. This could be when something special has happened in their lives such as a 
marriage, the birth of a child, a promotion, a special honor, being elected to a special office, 
retirement or a transfer.  
n) Don’t be bashful, ask for those referrals.  
o) Thank your clients for referrals. 
 

4) Help your clients locate the referrals for you. Ask them, “Who do 
you know who ________?” (Fill in the blank for as many different 
groups of people and scenarios as possible to jog their memory.)  

 
Group 1. People They Normally Interface With  
 
a) Vendors (and former)  
b) Clients (and former)  
c) Employees (and former)  
d) Competitors (and former)  
e) Relatives  
f) Prospects  
g) Prospects who did not convert  
h) Neighbors 
i) Church members  
j) Association members (fraternal, social, industry, charity, interest based)  
k) Other businesses and professionals who your prospects trust in your area  
l) Other businesses and professionals who your prospects trust outside your area  
m) Leaders or celebrities who your prospects admire, respect and/or trust  
n) Magazines editors, writers for publications.  
o) Special interest groups (cigars, travel, music, whale watching, etc.)  
p) Friends  
q) Go through their Rolodex or personal telephone listing directory and get them to tell you 
about each person.  
r) Listing of businesses they expect to use  
 

Group 2. People They Think about Because of an Event  
 
a) Someone who comes in your office.  



b) Someone you meet in professional circles.  
c) Someone who has retired (or is planning to).  
d) Someone who has gotten married (or is planning to).  
e) Someone who has had a child (or is planning to).  
f) Someone who has gotten divorced (or is planning to).  
g) Someone who has bought something (such as a house, a car, pet, boat, home entertainment 
center, computer, business, building, investment, etc.). 
h) Someone who has sold something (such as a house, car, boat, home entertainment center, 
computer, business, building, investment, etc.).  
i) Someone who wants to buy or sell something.  
j) Someone who has just moved.  
k) Someone who has just remodeled their house (or is planning to). 
 l) Someone whose children have grown up and moved out or are planning to.  
m) Someone who has had a death in the family.  
n) Others you can suggest to them based on your knowledge of their activities.  
 

REFERRAL SYSTEM EXAMPLES  
 
A specialty catering business creates meals that meet the needs of people with food allergies. 
They have developed a series of new products that they have also put into stores. Their clients 
are asked to refer friends who then either subscribe to the meal service or ask for the products 
at the store. The products in the store carry ads for the meal service and the meal service touts 
the products. The growth through referrals has been overwhelming. It’s entirely possible that 
client demand at the stores is driving the stores and therefore the distributors to carry the 
products, another benefit of the referrals.  
 
An insurance and investments company created earthquake insurance in California after the 
Northridge quake caused a moratorium on this type of insurance. Investors get a graph showing 
how the investment has increased by 950% in the last 15 years and they are then asked to 
show this graph to people like themselves who are investment oriented. The graph made the 
difference and sales were ten times higher in the months after the earthquake.  
 
A land sales company was selling home sites in a specific new development. People would pick 
a homesite but before they could write the check, they had to give five referrals. They sold 113 
lots in 120 days, and sold 74 referrals over the phone.  
 
Owners and management of a cellular phone broadcast antennas manufacturer built a $40 
million business on referrals. They wanted to sell to the top 20 companies, but the buyers threw 
them out. They went to their clients (the local carriers) to discover the voids the top 20 
companies were leaving open. It turned out every carrier wanted the same things. They 
configured and delivered what the buyers all had asked for and each thought it was a custom 
system done just for them. They told the prospects they were a little company and needed to 



sell to all their locations and “could you give me a list?” When my client got there the new clients 
had already called ahead because they were selling/referring “their” product.  
 
A health club’s new clients are 80% from referrals. When new people are introduced the 
emphasis is on service and results. When they sign up, the club gets them to commit to 
consistently come into the club and use it – then they get them to promise to refer their friends 
so they can help them out too. After they get the results they were after, the club gets them to 
write a letter of recommendation. Fifty out of a hundred people do it.  
 
A mortgage business that’s in the top 1% in the country makes it clear that they expect to get 
referrals if their performance lives up to their promise. It’s very important that they deliver what 
they promise. Some realtors didn’t give them good referrals so they told those realtors they 
might have to stop doing business with them. Then they told them what they needed to do and 
got them to realize the company’s value to them. 200 Respect who you are and explain why it 
makes sense to do business that way. Referrals will follow.  
 
A stockbroker felt that in his business people were reluctant to give referrals because they fear 
that the friend they recommend will lose money. He overcame resistance by telling them his job 
is to find clients the best investments. If he has to keep looking for clients he can’t spend as 
much time at finding you great investments. What would you rather he do? The quality of 
referrals was phenomenal and the closing ratio extremely high.  
 
A walk-in medical center offered tours to school kids, now the schools send kids to them for 
physicals. They also built relationships with fire, police, and rescue departments. If they were 
busy with a bad accident, they would send the walking wounded to the medical center.  
 
An insurance and benefits consulting group caters to a very narrow market segment, people 
who are 55 to 70 with a $3 million or better net worth. You can’t just say, who do you know? 
They research landowners, grouped by county. They also ask CPA’s and attorneys in town for 
leads. When someone comes in, they get out the list for the county they live in. They go down 
the list, if it turns out the client knows someone on the list, they will say, “Oh, yes, I know 
so-and-so, you can use my name.” It works like a dream. The lesson here is that when people 
are asked for referrals, they don’t always know who you want. If you give them a list of qualified 
prospects and they know somebody on the list, they are much more likely to give you high 
quality referrals. Or if you don’t have a list, explain to your client the details of the type of referral 
you want.  
 
A European skin care business offers free facials in ads and promotions. For every ten who 
come in for a free facial, many will buy products or programs. On average every free facial is 
worth $75 to them. When people buy a program, which is six facials, they get four referral cards. 
For every one of their referrals who buys a program, they get another free facial.  
 



A heating and air conditioning company scripted the referral process. They show clients referral 
letters and ask if they would be willing to write one if everything they promise is true. When a 
referral does business with the company and when the sale is closed, they tell the new client, 
“You get another $50 off the price we’ve already agreed to because you were referred to us by 
so-and-so. When you get us a referral, we’ll give you a check for $50, and your referral in turn 
will get the same $50 off in the way you just did.” It works very well.  
 
A shooting range gives away special business cards to their members. On the back it says, 
“Free Range Time.” They ask their members to put their initials on the card when they give them 
out. They encourage clients to give out three or four at a time because people like to come with 
friends or family. They allow members to bring up to 24 guests a year at no charge. Probably 
30% of these guests become members and a great many of those who don’t will return as 
clients on a pay-as-you-go basis.  
 
A sales rep for AT&T is a member of the Chamber of Commerce in his area. People there know 
he’s really helped other members and they automatically give him referrals. He closes about 
75%. (Organizations like Lions Club, Rotary Club and charity groups are excellent vehicles to 
good referrals.)  
 
A photographer photographs about 300 high school seniors in an eight week period every year. 
When they call in to initially book, he educates them about the whole process, but he also 
recommends that they bring in their friends at the same time. They photograph as many as 7 or 
8 kids at a time and each kid gets a free 11x14 of the group photo. It takes nothing away from 
their individual sales, but the 11x14’s normally list for $94. They cost $6, but they develop 
goodwill and get many of those kids back in.  
 
An investment broker does business with institutional investors. How do they reach the CEO? 
How do they get to the top person? By going to retired senior executives, former regulators, 
anyone that has had contact with the current decision makers. They get excited because the 
broker pays them 10% of the gross and shows them the contract they can sign. Now they’ve got 
referral people bringing in more referral people who are friends of theirs. About 20% of their 
business comes from referrals each year.  
 
A car dealer gains referrals through helium filled balloons. Balloon packages are delivered to 
clients who buy a new car. People ask about the balloons because there’s no advertising on 
them. The client then volunteers a great buying experience generating referrals. Within 9 
months business from referred clients increased 58%.  
 
An orthodontist’s referrals all come from general dentists. He invites them every six months to 
their office for a “lunch and learn.” They come with their entire staff and they show them around 
and give them a nice lunch. They have always extended “professional courtesy” to the doctors, 
their families and their staffs but now they tell them that. During lunch they explain all that they 
can do for them (and their patients) in orthodontic care. The results have been incredible.  



 
A hair transplant doctor sends a letter offering a limited number of free grafts to the client base. 
If a client brings a friend he’ll receive 30 free grafts. From 600 letters he got 100 new clients, 
and the cost was pennies. Each new client is worth $30,000 over the long term.  
 
A large apartment complex gives people a $100 credit towards their monthly rent for each 
person they refer and who moves into the complex. And they’ll go sequentially all the way up to 
$900 a month. After you reach $900, they’ll give you $900 towards next month’s rent for each 
additional person you refer to them. They expanded this concept to include a “lifetime” referral 
fee. If you live in one of their properties and then you move out – assuming they didn’t evict you 
– they’ll pay you a referral fee of $150 for as long as you live. This has worked very, very well for 
them. 
 
An optometrist sends a very simple thank you note which he handwrites to patients who have 
referred other patients to him. If you have “Dr.” in front of your name, lay people aren’t expecting 
to be acknowledged by you, much less thanked. When you do, it creates a large impression on 
people. What the doctor discovered from handwriting the notes himself is that he was sending 
them to the same people over and over again. If you were sending out a computer generated 
form letter, I doubt it would have the same impact.  
 
A client from Boston told me that anytime he referred someone to his dentist, the dentist sent 
him a written thank you note and a lottery ticket. He said he’ll never forget that, and continues to 
refer people to his dentist. I have a client who is a public speaker. 90% of his business is referral 
generated. He speaks for all kinds of groups and associations. He has found that the best way 
for him to continuously generate referrals is for him to keep himself constantly in the mind and 
awareness of his clients. In order to do that he has a very comprehensive listing of all the issues 
and interests his clients have and he continually finds and sends to those clients valuable and 
important information, books, articles, reports, tapes, interviews, videos on subjects of keen 
interest to them. His strategy is very simple. He understands that if he thinks about the interest 
and needs and well-being of his past clients at a higher and more continuous level than 
anybody else, he’s going to be constantly on top of their awareness. So when they’re with 
people, when they’re socializing, when they’re playing golf, when they’re having dinner with 
friends or colleagues – if the opportunity presents itself and someone ever mentions or 
discusses any area where my client has any suitability – his clients are automatically 
predisposed to refer my client.  
 

The effort it takes to set up a formal referral system is more than 
worth the small amount of time you invest.  

 
Remember that referrals will be one of your best and most loyal categories of clients. Referrals 
are your first line of business growth “offense.” They are easy to generate no matter what 
business you’re in. They are a much more enjoyable category of 205 people to talk to, work with 



or sell. Setting up a formalized referral system is also about the easiest business building lever 
you’ll ever construct for your company or career.  
 

ACTION STEPS  
 
Start looking at your clients as dear and valued friends. Think about how many other friends, 
family, co-workers, clients and colleagues they associate with that they can refer to you.  
 
Make a list of all factors you know that apply to your clients.  
 
Then pick out one or two example referral processes from this chapter that you can use directly 
or with slight variation.  
 
Pick the best prospects for referrals from your client list based on your relationship with them, 
level of past purchasers or their degree of satisfaction.  
 
See how many referrals you receive within the next 5, 15, 30, and 45 days.  
 
Adjust and perfect your system so you’re comfortable with it. Then once it proves out, 
incorporate it throughout your operation – and continually use it.  
 
Then start experimenting and implementing more systems. You’ll be introduced to dozens, 
hundreds, even thousands of new clients you can serve, protect and contribute value to for 
years to come.  
 
Referral generated clients buy more often, buy more each time, stay with you longer, negotiate 
less, appreciate you more and refer their own contacts with a high degree of frequency.  
 
All you need to do is start working a regular referral system and process and the clients will start 
flowing in. 
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