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BUILD A LADDER OF LOYALTY 
 
 
Build a ladder of loyalty to help you ramp up those referrals in your studio. In this video, 

you’ll learn why referrals trump advertising every single time, how a referral program will 
grow your studio and your profits at the same time, and why money-based referral 

programs really are to be avoided. And finally, we’ll go through the three steps to build a 

ladder of loyalty in your studio. 
 
So, why do referrals trump advertising every time? Well, let’s be honest here. You know, 

when you see an advertisement, there’s a little voice in your head that goes: “All right. All 
right. What are they trying to sell me now,” and it makes you feel quite skeptical. Now one 

really likes to be sold to and it puts up a little bit of a barrier when you feel like someone is 
selling to you. But let’s say you are looking for an amazing singing teacher and you know 

that a friend has one, and so asking them for a recommendation, there’s no barrier. The trust 

is there instantly, and that is the most powerful element of referrals. 
 
It’s that the trust is automatically transferred from your friend to the singing teacher. And 
instead of feeling skeptical, you feel quite comfortable knowing that you’ll have a good 

experience because someone else has already given them the tick of approval. And referrals 

are great for retention as well. A referred customer is 18 percent more likely to stay with a 
company as opposed to a normal, off the street customer. 
 
You know, because there are so many different choices out there, we are flushed for choice, 
especially when it comes to studios. If you have a personal recommendation, that business 

goes instantly to the top of the list. You know, you often won’t do any more research once 
someone has given you their recommendation. Word of mouth is king, and there are entirely 

word of mouth based studios out there who do no advertising at all because they have built 

a strategic referral program, and that’s what I’m going to teach you in this video. 
 
High growth studios focus on finding new ways to generate referrals, but the way to do it is 

to come across as if you’re not asking for referrals, because if you are always saying, “Do you 

have a friend who wants to come,” it’s a bit slimy and annoying, and a bit like a used car 
salesman. So, instead we are going to take the generous route and create a system that 

makes everyone happy. We’re going to build a referral program that creates loyalty with 

your current students and turns them into raving fans who can’t help, but share their love 

of your studio with others, and we’re going to give them easy ways to invite them to join in 

the fun. 
 
And just so that we’re all on the same page here, the definition of a referral program is a 
systemized way of encouraging people to tell other people about your studio, and the 
keyword there is systemized. We want this to be happening without you, having an organic 

growth process. 
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So, how does a referral program grow your studio and your profits? Well, do you remember 

that story about Pavlov’s dog? That Russian physiologist, who rang a bell every time he fed 

his dog. And then, after a while, he realized that all he needed to do was ring the bell for his 

dog to salivate, whether there was food there or not. So, this principle that he pioneered 

was called classical conditioning, where a certain event will trigger certain behavior. 
 
Now, we want to create a conditioning of your students and your staff, where you reward 

them when they invite more people into your studio and, therefore, keep doing that for you, 

keep bringing in those students on your behalf. Now, I know a chiropractor named Dennis 

and he has three practices running throughout the city, yet he does absolutely not 
advertising, but his business is booming. Now, Dennis happened to have a severely 

handicapped child, and so he only wants to work two days a week. He was in a position 
where he had to leverage his business to give him more time with his daughter and he used 
a referral program to make that happen. 
 
So, he does zero advertising, yet he has a waiting list of patients. He chose to focus on 
training his staff in how to become more comfortable promoting referrals and creating a 
referral program that sold itself, that got everyone excited to be involved. 
 
And it’s an interesting case study. I mean think of that. If you shifted your spending from 

advertising to rewarding those who are introducing new students to your studio, not only 
does this build loyalty with your current students, you’re also essentially reinvesting back 
into your own studio instead of a newspaper’s bank account. Now, advertising can be 

extremely costly, while referrals cost next to nothing. 
 
So, to give you a little bit of perspective on this topic, we’re going to discover your average 
cost of student acquisition, which is a fancy pants way of saying how much does it cost to 

get a new student in the door. So, to do that, you take your total marketing spend for a 
period of time and you divide it by the number of students that that marketing brought in. 

So, let’s say you spent five thousand dollars on advertising and it attracted 45 new students. 

Five thousand divided by 45 is 111 dollars. So, you know now that it cost you 111 dollars for 
every new student to be signed up. 
 
On the other hand, a referral who came into your studio would cost you nothing. So, by 

dropping your marketing spend to focus more on an encouraging referrals and rewarding 

those students who are, you can seriously bump up your profits. I mean let’s say you spent 
20 dollars rewarding a student who referred one of their friends, that’s a savings of 92 

percent of that average cost of acquisition. Not something to sneeze at. 
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But before we go on, I do want to discuss why money-based referral programs are 

dangerous, because many studios offer a referral program. I mean let’s say there’s ones out 
there that you can receive 25 dollars for every new student you introduce or receive 50 
percent off your friend’s tuition as a studio credit. Personally, I feel that these monetarily-

based programs do more harm than good, and there’s two reasons why I believe this style 
of program is dangerous. 
 
Number one: they’re calling it a referral program, and that just seems to be promoting that 

it’s all about us. It’s very self-serving. There’s no fun. There’s not a lot of incentive to get 
involved. It’s seems it’s all about you and it links your student’s referring their friends and 
involving their friends with making money, and that’s the second reason why this method 

is dangerous. I mean I would never recommend a friend to a business because I wanted to 

make money and capitalize from it. That’s not why I refer, and a lot of people feel the same. 
We don’t want or need to make money off our friends. We recommend a business because 
we love the service, we love the experience, and we love how it makes us feel, and we want 

to share that with our friends, so we’re going to create a program that makes our students 

feel good for referring and encourages them more in what they love to do. 
 
So, here are the three steps to building a ladder of loyalty in your studio. The first step is to 
create a club. Now, I don’t mean Sarah’s Studio Referral Program, or even calling it Refer-a-

Friend. I mean that’s low level. We want to create a program that feels more like a club with 
its own branding, its own identity, and clear benefits for being involved. Something that 

your students would actually want to be a part of. I mean think about programs like airline 
membership programs or even Amex platinum card, and they’ve got their centurion 

membership program for those who are at a high tier. People want to be involved in 

something that is exclusive, so choose a name for your program that’s not centered on your 
studio gaining more students, on referring people. Choose a name that suggests these 
students have actually gone into the inner circle. They’re like in the core family of the studio 
that makes them feel really special. And as a bonus for being in that inner circle, they get 
bonus gifts. They get special, exclusive experiences, all because they shared the love. You 
could do something like the music maestros or create like a hall of fame. 
 
Now, the second step to building a ladder of loyalty is to outline how it works, and there are 

two features that you really need to make sure that you’re including when you design your 

referral program. The first is to factor in some sort of public recognition, and you do this for 
the reason that it promotes the program without promoting. When you celebrate a referral 
into your studio publicly, you’re both thanking the student for doing that for you and you’re 
also advertising the referral program at the same time. And the second feature to include is 

to choose gifts that your students would actually love to receive, and if you want to take it 

even further, something that the other children would absolutely covet and they want to 

have. Something that they can’t buy at your studio. They can only receive this by joining the 
club and referring their friends. 
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So, we want to create a bit of desire around this. I’ll give you some examples in just a 
moment. I’d also recommend having a tiered system, where their reward increases as to 

how many friends they introduce because if someone introduces, let’s say, five friends to 

your studio in a year, that means, by going by those figures before, you’ve saved 555 dollars 
in marketing and you could give them a reward for a fraction of that cost that would make 

them absolutely beam with happiness. 
 
So, now let’s give you a few examples of referral program gifts that you could actually install 
into your studio. So, here’s one. If they bring one friend to your studio, they get to have a 
Polaroid on your wall of fame or hall of fame. So, this is a cafe I know and it’s a great example 

of how you can showcase your students and highlight that they’re bringing people into your 
family. So, if you have a fixed studio address, you could buy a Polaroid camera and, 

whenever a student brings their friend along, you take a snap of them together and they 
get to stick it onto your hall of fame, onto your wall of fame, onto your join the family wall. 

It will get everyone talking and really provide a lot of interest in this program. And the other 

advantage is that it really showcases how proud you are of your culture, that you really 

cherish your members and your community. You want to showcase the members. It’s not 

about your studio. It’s about our students. It’s a beautiful way for you to highlight this 

program and your students at the same time. I love this. 
 
When they bring three friends, they get a custom embroidered hoodie that is only for people 
who’ve introduced three friends to the studio. Now, if a parent asks, “Can I buy one for my 

daughter,” you say, “Well, it’s actually a thank you that we give for our students who’ve 

introduced three friends to come to the studio. Anyone can receive one. The only criteria is 
you’ve got to bring three friends in, but they’re not available for private sale.” So, we’re 

creating a little bit of you’ve got to work for it. You’ve got to work for it, but it’s covetable. 
They want it. 
 
And then, if they bring five friends, you can coordinate a night out at the movies. A really 

special treat at the end of the year and you put on the popcorn and drinks and lolli bags. 
You make it really special for all those students who introduced five friends or more. You 

don’t invite everyone. It’s only for those kids. 
 
But let’s give an example that you don’t have a fixed address, like for example, if you do 

preschool dance classes and you rent halls for your lessons. So, if they refer one friend, the 

child might get a lovely fairy wand and a special badge for them to wear to class because 
that’s working on the public recognition side again. We want to kind of make them feel like 

they get a badge, and then make the other children think: “Well, I’d like a badge too. What 

do I need to do,” and the parents are going to get involved and do it on their behalf 
obviously. 
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When they bring three friends to come and try it, that child gets a tutu for them to wear to 

class, and that makes them feel very, very special that they’ve got one of the special tutus. 
They’ll love it. And then, if they bring five friends, they get a ticket to come to the fairy 

princess tea party that you’ll host for all the children who brought five friends. And so, this 

is a really super easy and pretty cost effective way for you to reward the students, making 
them feel special for introducing new people. 
 
Now, if you want to create some custom merchandise, but are a bit terrified at how much 

this might cost you, let me introduce you to a website called Alibaba.com. Essentially it’s a 
wholesale marketplace based out of China, where you can purchase things direct from the 

factory. So, for example, you can get one hundred percent cotton fleece hoodie with your 

logo embroidered or printed on the front or on the sleeves, or anywhere you want for 

between $2.50 and around ten dollars. I mean you can’t even buy a basic hoodie for that 
price at home, let alone embroidered as well. They’re great quality and it’s pretty fast 
turnaround, but you do normally need to do a bulk order. But in terms of cost, that’s 
fantastic. 
 
Or another thing you can do is to purchase bulk movie tickets online from a coupon website 

and use them as part of the program. Now, the final one is to have an experience, so you 
want to make sure that the cumulating total, the third tier, is something that brings them 

together for a treat. Now, you could take them to a sporting game, a theater production, 
something that’s very, very special, but promotes community and involvement, that brings 

everyone together. That’s the cumulating total. 
 
And the third step to building a loyalty program is to promote it. So, you want to explain 

how it works to your students and really spend the time getting your staff involved. I’m 

going to show you how to do that in another video in this series because without them it’s 

very difficult for it to gain momentum. Now, let’s make sure that you have this outline of 
your referral program printed out. You can have it printed into a photo frame that you hang 

on the wall of your studio, so everyone walks by. They check it out. They can see it. It’s very 
transparent about what the studio involves, how it works, and what they’ll receive. 
 
Now, you can include the instructions in your new student induction pack, but I probably 

would tend to not put it on your website. I would circulate it more around your current 

students. Now, one of the best and easiest ways to promote this program is to take 30 

seconds at the end of a class you have and present the gifts that you’re giving to students 
who’ve reached this next level in front of all the other children or the other students. And 
that way you don’t need to sell the referral program at all. You are publicly rewarding the 

students and, by doing so, you create a bit more desire, a bit more motivation for others to 

do the same. It’s a really easy way to grow the program. 
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But essentially all this comes down to is we’re just saying thank you to your students. I mean 

I believe there is no greater praise than someone recommending your studio on your behalf. 

It’s the greatest honor. And just like Pavlov’s dog, the more we encourage this type of 

behavior, the more it will happen, so let’s make them feel good for bringing people into your 

studio. Now, in the meantime, download the Build a Referral Program Template, and it’s 
going to walk you through all these steps of how to create a referral program for your studio. 
 
Now, here are your action steps for build a ladder of loyalty. Firstly, you want to work out 

the average cost of acquisition per student because that’s going to give you an indication 
of how much you want to allocate towards your referral budget. Download the Build a 

Referral Program Template. Come up with an engaging name for your program, outline the 

process, and then start promoting it to your staff and students. 
 
Well, thank you for watching this video. I’m so looking forward to learning about the 

programs that you are creating and the response that they achieve. In the next video, we’re 

going to be growing your database by listing building, which is so essential and so 

undercapitalized in most studios. So, I will see you in there. 


