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Referral Marketing: A Growth Strategy  

What do Gilt Group, Zulily, Uber, RueLaLa and AirBnB have in 
common? They all used referral marketing as a primary 
engine for growth.  

Thanks for downloading our Ebook. At Friendbuy, we are passionate about 
helping e-commerce businesses grow exponentially with referral marketing. 
That’s why we devoted our business to creating the only referral marketing 
platform that any marketer could use to start their campaigns quickly and 
easily.  

 
While referral marketing isn’t a new concept, online referral marketing is just 
taking hold with e-commerce businesses—with amazing results. Top brands 
like Warby Parker, BirchBox, MeUndies and NatureBox have experienced 
rapid growth using referrals as part of their online marketing strategy.  

  

In this Ebook, you’ll learn everything you 
need to know about referral marketing. 
By the end, you’ll be ready to start or 
supercharge your referral program and 
acquire new customers out of the gate. 

Introduction 
 
  

Fun Fact: Referral 
programs average 

‘single digit CPAs.’ That 
is to say, you should 

see your cost per 
acquisition no more 
than $10 per new 

customer.  
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A Definition 

An example:  
 
John has a great experience with Friendbuy. 
  
Friendbuy prompts John via referral widget to refer a friend.  
 
If John refers his friend, he gets a pony and his friends get 10% off their first 
purchase with Friendbuy. 
  
This example features a two-sided incentive structure. Both parties get 
something out of the deal.  

(Online) Referral Marketing is a method of influencing 
customers to promote a brand's products or services 
to new customers, typically through incentives and 
offers. The foundation of referral marketing is 
harnessing the viral "word of mouth" -- friends telling 
friends about great products and services they use 
via social media and email.  
 
 

People Share Friends Click  Friends Convert 

4	  

Introduction 
 
  

http://www.friendbuy.com/contact-us/


Title of the book 

The Core Components of Referral Marketing  

In order to run an airtight referral 
marketing program, you’ll need to 
understand the basics of how referral 
campaigns are structured. The first part of 
this Ebook is dedicated to a deep-dive 
review of the core components that go 
into referral marketing, namely: 

!  Referral Widgets 
!  Incentive Structures 
!  Incentives & Offers  
!  Sharing Basics  
!  Reward Fulfillment  
!  Key Metrics  

Fun Fact: Compared to display 
advertising ($20 to $40 CPAs), Pay 
Per Click ($30) and display 
retargeting ($10), referral 
programs are extremely efficient.  
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Referral Widgets 

The main vehicle for referral marketing is a referral widget. Widgets can be 
designed to look  the way you want them, but we recommend keeping the 
design close to your brand. Referral widgets can be served as an overlay (popup) 
or embedded on a page. You get to decide when, where and how they are 
served to your visitors or customers.   
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Referral Widgets 
There are a couple of things to know about referral widgets: 
  
A.  The top half of a widget includes a headline call to action – the ‘what’s in it for 

them’ copy, typically a sentence starting with a verb.   
 

B.  The bottom half of a widget contains the shared content - the 
message that friends receive. This is the call to action that 
compels friends to click and visit your website. 

Important Note: 
  
It’s critical that referral 
widgets are user-
friendly, good to look 
at, and that they DO 
NOT require a user 
log-in (requiring a log-
in can actually result 
in conversion drop-off 
by up to 90%). 
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Incentive Structures  
There are three incentive structures that will shape how your customers will 
interact with your referral program. Each represents a different referral structure 
that will have an impact on performance: 
  
 
No incentive  "  Sharing for the sake of sharing  
 
One-sided     "   One party (typically the sharer) gets something  
 
Two-sided     "   Both parties (the sharer and their friend) get       
                              something   
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The Core Components of Referral Marketing  
 
  

Below, is an example of a “no incentive” campaign, where the sharer would share 
the product because they think it’s cool or want to recommend it to a friend.  
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Referral incentives are the kinds of 
‘carrots’ you can put in front of your 
customers that will encourage them to 
share with their friends. While you 
don’t need to use incentives in referral 
programs, they do increase 
conversions in most cases. Cash, store 
credit, or discounts perform best 
when it comes to referral incentives. 

  
! Cash back 
! Store credit 
! Discount 

 
 
 

However, there are scenarios where 
creativity trumps cash. In referral 
marketing, nuances do matter. Here 
are some additional incentives that 
we’ve seen customers use: 

 
! Gift cards 
!  Coupons 
!  Premiums (physical items like a tote 

bag) 
!  Loyalty points 
!  Free month (subscriptions) 
!  Access to special features (SAAS and 

web-based apps) 
! Donation to charitable cause 
!  Special events (in-store or brick and 

mortar) 
!  Extra entries for sweeps and 

contests 
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Creative incentive – socks! 
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Double sided incentives will include an offer to the referred visitor. While you 
don’t always need to use an offer to the referred visitor, it can help boost 
conversion rates for new customer acquisition. Here are some examples 
we’ve seen in the field: 

  
!  Discounts (10% off your first order) 
!  Free trial 
!  Free shipping 
!  Limited time offers 
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Offers (to the referred visitor) 
 

Offer to the referred friend, $10 to try, highlighted below  
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People tend to share information with their 
networks for three main reasons: 

 
•  It reflects their personal brand (their personality 

or interests) 
•  It’s helpful to their network  
•  It’s because they get something out of it  

  
Therefore, understanding your buyer persona and 
what incentivizes them to share is key to creating 
an effective campaign. 

11 Title of the book 

 
Creating Your Campaign  
 

To Incentivize or Not to Incentivize? Single Sided, 
Double Sided, No Incentive? In reality, all three 
incentive structures can be effective. Knowing 
which type of incentive structure to use is highly 
contingent upon one thing:  

  
YOUR BUYER PERSONA AND WHAT 
INCENTIVIZES THEM TO SHARE. 

 
 
 A buyer persona is a semi-

fictional representation of 
your ideal customer based 
on market research and real 
data about your existing 
customers. When creating 
your buyer persona(s), 
consider including customer 
demographics, behavior 
patterns, motivations, and 
goals. The more detailed you 
are, the better. 
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An example:  
 
Imagine you’re a jewelry store and you specialize 
in diamond engagement rings. You may be 
tempted to create a campaign promoting a 
discount on a certain style of ring. 
 
 Great deal right? 
 
Wrong! The problem here is that the person 
BUYING the ring (the clueless future fiancé) may 
have no idea what a cushion cut diamond is, so 
this campaign may be confusing. 
 
Instead, you should offer a promotional 
discount to ANY style ring  with a free 
consultation. That would resonate with this 
buyer! Discount AND Help! 

Chapter 2 
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It’s important to provide users a choice of how and where to share your 
campaign. Different people prefer different methods of sharing information 
with friends. At the very least, you should provide the ability to share via 
Facebook, Twitter and email.  

Sharing via social is the most visible 
and attractive feature of referral 
marketing, but email shares are still 
the most effective because the results 
are higher conversion. Email is a great 
way to engage your user base and gain 
referrals. Social may be sexier, but 
email is still the workhorse of the 
referral marketing world.   

Another great way to 
share is by a personal 
URL, or a PURL. This 
allows your sharer to 
place a link to the offer 
anywhere they wish.  
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Sharing Basics  
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A critical part of referral marketing is reward fulfillment. It’s not sexy, but it’s 
important to deliver on your campaign promise by providing your customers 
and referred visitors with their rewards.  

Unfortunately, without a referral 
platform that enables automated 
reward fulfillment, setting up this part 
of your campaign is time intensive and 
complicated, requiring developers, 
webhooks and lots of manual work.  
  
We highly recommend that you select a 
referral marketing platform (hint: like 
Friendbuy) that has reward emails 
and referral automation.  
  
You can learn more about reward 
emails and referral automation 
here.  
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Reward Fulfillment  
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Key Metrics  
 
 
At Friendbuy, we believe in metric-driven 
marketing. There’s no point in running a referral 
campaign without being able to analyze the 
numbers and measure your ROI. 
 
 There are a few metrics that are important to 
pay attention to: 

  
•  Sharing Rate - percentage of people who 

share when presented with a widget 
 
•  Referral Visits - non-percentage, raw number, 

but indicative of campaign performance 
 
•  Referral Conversion Rate - percentage of 

referred visitors - friends - who convert when 
they visit your site 

It’s essential to use a referral marketing platform 
that can track these numbers and provide you 
with actionable data. It’s also extremely 
important to be able to A/B test so that you can 
tweak your campaigns to improve your numbers 
over time.  

  
 
 
 
 

What Are Your Numbers? 
 
Sharing Rate 
•  7% – meh 
•  15% – solid 
•  30% – you’ve nailed it 

Referral Visits 
•  1 visit per share – meh 
•  2 visits per share – solid 
•  More than 5 visits per 

share – you’ve nailed it 

Referral Conversion Rate 
•  Less than 4% – meh 
•  10% – solid 
•  More than 15% - you’ve 

nailed it 
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Integrating Referral Marketing Into Website  

Now that you know the basics, we can dive into the 
details of how to integrate referral marketing into 
your website drive revenue.  
  
Based on our experience here at Friendbuy (and 
we’ve seen thousands of campaigns), the 
businesses that get the most dollars from referral 
marketing are those that tightly integrate their 
referral campaigns with their brand and their 
website. In doing this, the referral program is a 
seamless part of a visitors user experience, not 
something that’s an afterthought or seems 
disjointed from the website’s look and feel.  
 
What does this look like? 
  
Businesses that are experiencing rapid growth 
through referral marketing are pulling all the 
following levers in concert:   
 
•  Site Wide Navigation  
•  Site Wide Ribbon 
•  Referral Landing Page 
•  Product Pages 
•  Post Purchase Overlay  
•  Account Page  
 

Fun Fact: Referral 
programs can drive 
anywhere from 7% to 
30%  of total customer 
acquisition. 
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A	  cri0cal	  part	  of	  referral	  marke0ng	  is	  reward	  fulfillment.	  It’s	  not	  sexy,	  but	  it’s	  important	  to	  
deliver	  on	  your	  campaign	  promise	  by	  providing	  your	  customers	  and	  referred	  visitors	  with	  
their	  rewards.	  	  

Integrating a referral offer into your site-wide navigation is highly-visible and a 
great way to get your site visitors to refer friends. It also communicates a level of 
commitment to your referral program—it’s a fixed part of your website. 
 
Using this tactic along with other call to action placements is a highly effective 
way to get people to refer.  
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Site-Wide Navigation  
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A site-wide ribbon is another great way to engage your audience. Unlike the 
navigation, a site-wide ribbon is a call-to-action that  pops up a widget when 
clicked.   
  
In the above example, you’ll notice that Bear State Coffee is using both site-wide 
navigation and a site-wide ribbon for their referral program.  
 

17 Title of the book 

 
Site-Wide Ribbon 
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Referral Landing Page  
 
 

Your referral campaign should exist beyond your website and shopping cart. It should be 
promoted via email, through social media and potentially even PPC and retargeting 
campaigns. At Friendbuy, we always recommend our customers create a stand-alone 
referral landing page with an embedded widget for all promotional purposes.   
 
Promoting your referral page to your email list and social followers ensures that you will 
come out of the gate in full stride.  
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Product Pages  
 
 

By enabling sharing on your product pages, you are engaging your audience 
with the products they love (and potentially want to share with friend). 
 
Using this tactic can effectively replace native social sharing and expand your 
reach.  
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Post Purchase Overlay  
 
 

A post purchase overlay is perhaps the most common of the referral marketing tactics. You 
ask a customer who has just made a purchase ask you to refer a friend. 
 
 At Friendbuy, we certainly recommend that you integrate your shopping cart and ensure 
your new or returning customers have the opportunity to refer friends.  
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Account Page 
 
 

A user account page is a great place to encourage customers to share. If they weren’t ready 
to share post-purchase but have been highly satisfied with your products and services, the 
account page is where you can ask for a share from a satisfied customer.   
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Promotion  

Your referral campaign is valuable offer that you 
should promote.  
 
Your “reach” may be bigger than you think… 
  
Even when you’re just getting started, you have a 
captive audience that you can engaging with your 
referral campaign.  
 

EMAIL  
!  Promotional Email Blasts 
!  Transactional Emails (registration 

confirmation, etc.) 
!  PIE (program invitation emails) 
!  Newsletters 
!  Receipts & Invoices  

 
SOCIAL FOLLOWERS 
!  Twitter  
!  Facebook 
!  Pinterest  
!  LinkedIn 

OTHER PAGES 
!  Blog 
!  Help Desk 
!  Support Ticket Signatures 
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Dedicated Email Blast  
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Posts on Facebook  
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Posts on Twitter 
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Program Invitation Emails (PIE) 
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Transactional Emails  
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At	  Friendbuy,	  we’ve	  seen	  first-‐hand	  
how	  referral	  marke0ng	  can	  have	  
large-‐scale	  impact	  on	  e-‐commerce	  
businesses.	  That’s	  why	  we	  are	  so	  
passionate	  about	  this	  industry	  and	  
making	  our	  plaMorm	  the	  best	  it	  can	  
be.	  

	  

We	  hope	  you’ve	  enjoyed	  this	   
Ebook.	  If	  you’re	  interested	  in	   
learning	  more	  about	  Friendbuy’s 
referral	  marke0ng	  plaMorm	  and	   
how it can start a working to drive 
revenue for your business, click here 
for a demo. We'd be thrilled to hear 
from you

Thanks!	  

Your	  Friends	  at	  Friendbuy	  

 Check Out What Referral 
Marketing Can Do for Your 
Business, Click Here to Learn 
More about Friendbuy! 28	  
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