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Churn Prevention: 5 Strategies to Prevent

Customer Churn

Learn effective strategies to prevent customer churn and boost retention for sustainable growth.

Discover actionable tips to keep your customers engaged.

Your sales and marketing team has a full-blown system for
generating leads and acquiring new customers. They are
crushing their goals and new customers are being
onboarded everyday. It seems like you are doing amazing.

If you take a deeper look at your business, you realize you
are working so hard to sign new customers, but not
actually able to keep them. Only focusing on getting new
customers without developing churn prevention
strategies to retain them is like filling a bathtub with water
without putting the plug in. No matter how much water
you add, it just keeps draining away.

To achieve sustainable growth, you need to find the right
balance between acquiring new customers and retaining
your existing ones. This is especially important if youre in
an Industry that relies on recurring revenue models, like
the software-as-a-service (SaaS) industry.

If your churn rate is not where you want it, don't panic. We
have proven strategies that can help you prevent churn
and boost retention.

What i1s Customer Churn?

Customer churn is a metric showing the number
of customers who discontinue their relationship
with your business or stop using your products
or services within a given time frame.

How do you calculate customer churn?
Calculating customer churn rate is simple. Just
divide the number of customers lost during a
period by the number of customers at the start
of that period, then multiply by 100.

For example, let's say at the beginning of the first
quarter of 2024, you had 200 customers, but by
the end of that quarter, the number had fallen to
150. The churn rate for that period would be 25%
or {(50/200) x 1004}.

Why Churn Prevention |s Important

For starters, a high churn rate means a loss In potential revenue. The more customers you retain, the larger the user base
and the more money In your pockets. Research shows retaining customers can increase profitability by 25% to 95%.

Additionally, it costs five times more to acquire a new customer than to keep an existing one. By adopting churn prevention
strategies, you are saving your business the moolah that would have been spent on marketing and acquisition strategies.
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| eading Causes of Customer Churn

Although every departing customer has their individual motivation for doing so, there are some common causes of churn
across a wide range of industries:

e Poor customer fit: Your offering isnt for everyone. If you arent working to bring in the right kind of customers, soon you
might have customers who realize your services arent the right fit for them. You can bet they wont stick around for long.

e Poor customer service: About 96% of customers will leave over lousy customer service. That's nearly everybody! As if
that's not bad enough, unsatisfied customers may write bad reviews on social media and other platforms, causing more
people to avoid your business.

* Negative user experience: If your software application is clunky and crash-prone, your customers will not hesitate to
switch to competitors with more reliable apps.

* Poor onboarding: Your onboarding process should help new customers fully understand how to use your product or
service. If that's not the case, the customers might become dissatisfied and leave.

How Churn Impacts Revenue
Retention

Churn has a significant impact on various aspects of revenue retention, including gross revenue
retention (GRR), logo retention, and net revenue retention (NRR).

Gross revenue retention measures the percentage of revenue retained from existing customers
without considering any upsells or expansions, and high churn directly lowers this metric by reducing
the baseline revenue from existing customers.

Logo retention, which tracks the percentage of customers retained over a period, also suffers from
high churn rates, leading to a decreased customer base and potential negative market perception.

Net revenue retention, which includes upsells, expansions, and the loss of customers, is particularly
affected by churn.

Even if a company excels in upselling and expanding within its existing customer base, high churn can
offset these gains, ultimately resulting in lower overall revenue growth. Therefore, minimizing churn is
crucial for maintaining robust revenue retention metrics and ensuring long-term financial stability and
growth.
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5 Strategies To Prevent Churn

A certain amount of churn is inevitable. Customer needs shift, their opinions change, and your competitors are always
trying to steal customers away from you. Dont beat yourself too much if one or two customers slip out of the back door
every once in a while. What you shouldnt be comfortable with, though, is many customers discontinuing their relationship
with your business at any given time.

02 Communicate With Your Customers Regularly

Communicating with customers doesnt mean spamming their inboxes with offer after offer. Instead, it involves
reaching out to help them get the most out of your product or service.

For example, if a customer flips to a certain tab when using your application, you might send them a message
asking If they want that to be their homepage. That simple act shows the customer you acknowledge them and
are willing to help.

So, what else can you do?

« Send personalized emails based on customers’ previous interactions or purchasing history to keep them
Interested In your brand.

* |ncorporate live chat or chatbots on your website to help customers who need quick answers or assistance.
» Share stories oriented toward your values that customers resonate with.

» Be upfront about issues in challenging times. For example, If there Is a service disruption, communicate the
problem, the expected resolution time, and the preventative measures you're putting in place for the future.

02 Offer Incentives

Give your existing customers a reason to continue using your company by offering something special like a
discount, promo, or loyalty program. Doing this helps them feel appreciated and keeps them out of the
snatching claws of your competitors.

Take Starbucks, for example. Members of its loyalty program keep returning to the coffeehouse for drinks and
food. As of 2023, the loyalty program was responsible for 41% of Starbucks’ sales in the US.

While you may not offer free coffee, you can certainly manage to give discounted renewal rates for repeat
subscriptions, early access to new products, or things of that sort.
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03 Make Onboarding Seamless

A user's first impression of your product sets the tone for all future engagement. This calls for an onboarding
process that is simple and frictionless.

Guide new customers through your product's features and benefits to help them get value from their purchase.
Track onboarding engagement to identify areas they may struggle with and address the issues before they
cause frustration and churn. And while youre at it, ensure you dont overwhelming users with unnecessary
details before they are ready.

The good news is onboarding new customers is a breeze using a powerful onboarding platform like OnRamp.
You can automate and streamline the entire process to keep your customers engaged, happy, and informed.
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04 Collect Feedback

The fastest way to know whether your customers are happy with your service Is to ask them. Who could have
thought?

Depending on your business, you can send your customers a survey or feedback form asking them about
their overall experience with your product and where you could improve. Also, monitor social media
platforms and other online forums to see what customers say about your company. Use the insights to
Improve your retention efforts.

For example, Airbnb uses a Net Promoter Survey to collect guest feedback after every stay. The short-term
rental company uses the insights from the survey to improve services and provide a better customer
experience.
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04 Educate Your Customers

How do you keep customers informed about your products? By continuously educating them.

Offer product demos, video tutorials, webinars, free trainings, blog posts—whatever it takes to keep your
customers in the know.

When you educate customers, you help them reap maximum value from your offerings and demonstrate
your products’ full potential. Since they feel they are getting their money's worth, they'll keep doing business
with you.
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