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The days of product-dependent brand loyalty are over. 
Today, consumer stickiness is impacted mostly by  
customer experience and service quality. Microsoft 
reports that 96% of consumers say customer service 
is an important factor in their loyalty to a brand. And 
unfortunately, poor customer service increases 
customer churn.

While some churn is to be expected, a high churn rate 
can cripple growth. 64% of business leaders say that 
customer service has a positive impact on their 
company’s growth. Failing to focus efforts on 
customer retention can causes businesses 
to unnecessarily lose out on revenue. Reducing 
customer churn is essential, with even slight 
fluctuations impacting profit margins significantly. 
With this in mind, it’s no surprise that reducing churn 
is a top priority for many executives.
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Introduction: 
State of the Market This report is based on a total of 2,706 completed survey responses. 

Respondents are from an online panel with a nationwide sample of 
U.S. adult consumers ages 18+. The gender distribution was 47% male 
and 53% female. The overall margin of error for the survey is +/- 3% at 
the 95% confidence level.

Methodology

2,706

47% 53%
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https://info.microsoft.com/rs/157-GQE-382/images/EN-CNTNT-Report-DynService-2017-global-state-customer-service-en-au.pdf
https://cx-trends-report-2022.zendesk.com/opportunity
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1. 1 in 3 customers lack brand loyalty, resulting 
in passive churn to a competitor.                                              
38% did not feel any loyalty to the brand and 
switched to a competitor after being approached

2. Churn from poor customer service is up 10% 
post-pandemic.    
When compared to 2019 pre-pandemic responses, 
2022 respondents are more likely to switch 
products or services if they are dissatisfied with 
service quality. 

Key Insights

Reactive retention strategies are costly.

The majority of customers would only change 
their mind about leaving if the company offered 
them a discount (36%) or an upgrade at no extra 
cost (40%).

80% of customers churned due to 
dissatisfaction with service quality.                                   

Customers reported that a single negative service 
experience (21%), or ongoing dissatisfaction with 
service quality (59%) as the reason they churned.

3.

4.
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Customers who churned due to poor 
customer service

Pre- vs. Post-Covid Churn

Churn from poor customer service is up 10% 
post-pandemic.

According to the 2022 survey, 43% of customers  
switched products or canceled a contract due to poor 
customer service.

This is a 10% increase compared to the 39% of 
customers who said the same thing in 2019, 
pre-COVID. There is a growing intolerance for poor 
service quality. Customers expect high quality 
experience as part of their purchase. Companies who 
fail to deliver will face customer retention struggles 
as the market shifts to experience-led growth. 
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43%

39%

10%

2019 2022
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Case Study
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Churned after:

Service Failures Drive Churn

1 out of 5 customers will churn after a single bad 
experience.

80% of customers churned due to dissatisfaction 
with service quality. 1 in 5 churned despite having 
no poor service experiences.  

21% of customers churn after a single negative 
experience. Despite this, most customers (59%) 
will churn only after ongoing unsatisfactory 
service. This indicates an opportunity for 
companies to retain customers at risk of churning. 
By identifying areas of the customer journey 
vulnerable to poor service quality, companies can 
improve the experience before customers get to 
the tipping point and churn. 
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“It wasn’t one but a series of small consistently bad experiences along with a lot of 
companies that offer the same\better products.” - Survey Respondent

Many negative service experiences
A single negative service experience
No negative service experiences

59%
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20%
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The State of Loyalty

Brand Damage

4 Drivers of Churn

Efficacy of Reactive 
Retention 
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Customer Loyalty 
Case Study

80%
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Reason for changing products/services

State of Customer Loyalty

1 in 3 customers lack brand loyalty, resulting in a 
passive churn to a competitor. 

While 43% of dissatisfied customers actively searched 
for an alternative provider, the majority of 
respondents (57%) churned passively. While 19% were 
not using the product and would have churned 
anyways, or 38% did not feel any loyalty to the brand 
and switched to a competitor after being approached. 

This points to the need for effective, proactive 
customer retention strategies in today’s 
ultra-competitive economic environment. 
Implementing effective customer retention strategies 
has been proven to increase overall revenue, and can 
keep customers from passively churning to a 
competitor.
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I heard about another company with better service
I actively searched for another company with better service
I decided I didn’t need the product/service 

38%43%

19%

Pre vs. Post COVID

Causes of Churn

The State of Loyalty

Brand Damage

4 Drivers of Churn

Efficacy of Reactive 
Retention 
Strategies

Customer Loyalty 
Case Study

57%

“The customer support agents were confused about our issue & decided that it was 
not worth helping with. We left shortly after we found a new provider.” - Customer



72022 State of Customer Loyalty and Churn

“I had a really bad experience speaking with customer service, and was so angry I 
posted about it on my twitter, tagging the company and explaining what had 
happened.” - Customer

Churning customers voice their 
displeasure:

Brand Damage Beyond Churn

7 in 10 unhappy customers will proactively share 
the details of a negative experience with others.

70% of customers reported sharing their 
disappointment about a company’s level of service 
with others. 61% discussed the company negatively 
with friends, family or colleagues. With many also 
sharing online – on their social media (18%), the 
company’s official social media page or website 
(12%), on an online forum (11%), or with the media 
(3%).   

Beyond the loss of the customer’s business, this 
research shows that dissatisfied customers present 
a major threat.  Their negative influence, especially 
in the era of social media, can have a far reach. 
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“Had to repeat myself multiple times to multiple 
people and got nowhere.” - Customer

Service Friction Points That Caused 
Customers to Churn

Top 4 Drivers of Churn:
#1 - Broken Omnichannel Flows

Fragmented omnichannel journeys are the largest 
driver of customer churn

Customers report omnichannel service flows as being 
high effort. Customers want to be able to contact 
brands on any channel or platform. But they also want a 
fast, unified, and continuous experience. 

Customers report expending effort on repeating steps 
and information. Many report having to call more than 
once to get their issue resolved (38%).  This shows that 
service flows are often ending without resolution. They 
also report having to repeat themselves multiple times 
when speaking with multiple representatives (31%) or 
moving between service channels (14%). This shows a 
lack of customer data transfer between service 
interactions. There is a clear opportunity to improve 
end-to-end customer journeys to eliminate avoidable 
churn.
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0% 5% 10% 15% 20% 25% 30% 35%

Service Friction Points That Caused 
Customers to Churn

Top 4 Drivers of Churn:
#2 - Poor Agent Service

Customers expect more from customer service 
representatives.   

Respondents reported a negative experience with 
customer service representatives as the second 
most common reason for churning. Service 
representatives were unable to resolve their issue 
(33%), weren’t knowledgeable enough (25%), or 
were rude or had a negative approach (24%). 

These poor experiences with live agents all increase 
customer effort. Companies should find ways to 
empower agents to provide higher quality service. 
Better agent training, knowledge sharing solutions, 
and tools to help agents understand the customer’s 
issue can all reduce churn. 

 99
“Six hours on the phone. They were rude and were 
unable to answer even basic questions” - Customer

Representatives were not 
empathetic to my situation

Representatives were rude 
or negative

Representatives were not 
knowledgeable enough

Company was unable to 
resolve my issue  33%

 25%

 24%

 24%
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0% 5% 10% 15% 20% 25% 30% 35%

Service Friction Points That Caused 
Customers to Churn

Top 4 Drivers of Churn:
#3 - Wasting Customer Time

1 in 3 customers churn if their issue isn’t resolved 
fast enough.

Customers site feeling like their time isn’t respected as 
a key reason for churning. Among the time wasting 
experiences customers reported, the most common 
was feeling that the length of time it took to resolve 
their issue was too long (33%). The second was waiting 
on hold to connect with customer service (28%). 

Customers everywhere expect convenient and efficient 
customer service transactions. The data reinforces the 
need for self-service tools that reduce waiting times 
and supplement agent assistance. Key innovations such 
as visual assistance and AI can empower agents and 
improve AHT and FCR. Companies that do not provide 
fast, easy service are at risk of avoidable customer 
churn. 
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 17%

 28%

 33%

Waited too long for field 
representative to arrive
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“I was tired of long wait times on phone calls and agents that 
seemed to not understand what I wanted.” - Customer
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Customers Who Churned Because of 
Self-Service Friction Points:

Top 4 Drivers of Churn:
#4 - Ineffective Self-Service

Customer demand for self-service is growing 
post-pandemic.

Demand for self-service is up 15% post-COVID 
compared to pre-COVID figures. 

Directing customers to self-service channels such 
as FAQs, live chat, community forums, etc. can 
supplement contact centers to reduce call wait 
time. Done correctly, self-service options can 
reduce customer effort. Therefore, it not only 
reduces operational costs, but also improves 
customer satisfaction. 
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“Tried to take care of the issue myself online first but it just kept 
looping around so I called the company, and it took hours to 
rectify a simple problem.” - Customer
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Customer Preferences for Retention 
Strategies 

Efficacy of Reactive Retention 
Strategies: Tactics Overview

If you want to retain a churning customer, deliver 
value, not words.

Once poor service has been experience, customers 
are unwilling to remain with just the promise of better 
service in the future. 34% of customers in 2019 said 
that this promise would have changed their mind, but 
this has declined to 28% post-pandemic. 

More and more, customers who experience poor 
service will look at your brand transactionally. They no 
longer feel loyalty, and become concerned only about 
the money you can save them. Customers who 
churned following a negative service experience want 
compensation in value not words.  40% would have 
stayed if they had been offered a better product or 
service. 36% said a discount would have changed 
their mind. Welcome to the race to the bottom. 
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Efficacy of Reactive Retention 
Strategies: Upgrades

Companies are underutilizing THE key reactive retention 
strategy customers respond to.  

40% of customers say churn could be avoided by offering a 
free product or service upgrade. Customer preference for 
upgrades has even gone up 8% from pre-pandemic numbers. 

31% of customers post-pandemic reported that they were 
offered an upgrade as incentive not to churn. This is a major 
gap. Customers want this strategy 29% more than companies 
are offering it. Following poor service, the customer now sees 
the brand as a replaceable commodity. In order to gain back 
their loyalty, companies must first provide monetary 
incentives. 

We see a  24% increase in instances where companies 
employed the upgrade strategy post-pandemic compared to 
pre-pandemic. This indicates an awareness and attempt to 
close the gap.  However, companies are still underutilizing 
this strategy compared to customer expectations.
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5%

15%

25%

35%

40%

0%

10%

20%

30%

Strategy Offered vs. Customer Impact 

Efficacy of Reactive Retention 
Strategies: Discounts

Post-pandemic, discounts have an increased 
impact on influencing customers not to churn.

The most common tactic employed by companies 
trying to retain customers about to churn was to 
offer a discount (42%). 

36% of customers post-pandemic reported that a 
discount would have influenced them not to churn. 
This is up from pre-pandemic numbers (35%). 
Although receiving a discount is the second most 
effective method in retaining customers who have 
decided to churn, an upgrade would sway more 
customers.
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Efficacy of Reactive Retention 
Strategies: Freebies

Companies are offering more freebies 
post-pandemic in attempt to make up for 
declining loyalty.

Companies are offering more free gifts to retain 
customers post-pandemic than pre-pandemic. 
This increase has closed the gap. Now, 30% of 
customers report that a free gift would make them 
change their mind about leaving, aligned with 29% 
of companies offering this an incentive to stay. 

Though this is aligned with customer demand, this 
retention strategy demonstrates an attempt to 
compensate for lack of loyalty. It ultimately does 
not address the underlying issue at hand. 
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Efficacy of Reactive Retention 
Strategies: Apologies

3 in 4 customers will still churn regardless of 
receiving an apology or explanation from the 
company.

Customers reported that companies tried to keep 
them by offering an apology or explanation. The 
utilization of this retention strategy has gone up 8% 
post-pandemic compared to pre-pandemic numbers. 

Meanwhile, though customer who want an apology 
went up slightly post-pandemic, only 27% feel an 
apology would change their mind about churning. 
There is a large discrepancy between the 42% of 
customers being offered an apology and the 27% who 
feel it would have an impact on their decision. This 
suggests, that though an apology or explanation may 
be nice to hear, it has a limited impact on avoiding 
churn, and should not be relied upon. 
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Customers Who Experienced 
Reactive Retention Strategies

Efficacy of Reactive Retention 
Strategies: Conclusion

Reactive retention strategies are ineffective.

Half (51%) of customers reported that despite the 
company trying to retain them after they churned, they 
were not interested in returning. Fewer customers 
report that companies tried to retain them as a 
customer than back in 2019 (55%). This could be 
indicative of a shift to proactive strategies over reactive 
following the pandemic. 

More companies are paying attention to customer 
retention today then pre-pandemic. Unfortunately, 
reactive retention is still widespread, and largely 
ineffective. It is important that service leaders 
understand the friction points causing high customer 
effort in order to proactively prevent churn. 
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“I was a customer of this particular business for 30 years, but they kept taking 
up the price so many times I decided to cancel. They did try to get me to 
change my mind, but it was always with a bundle that I didn’t need.”
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+18%

-12%

Churn Case Study:
Insurer Increases NPS by 11pts with TechSee 
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Solution

● Remote visual assistance in the call center
○ Agents have the tool to see the 

damage in real-time
● Image capture and upload in self-service
● Visual evidence of loss collected to confirm 

and validate claims quicker
● Agent training using visual knowledge base

A top insurer discovers policyholder are unhappy 
with service, resulting in high churn rates. Claims 
procedures take too long, and agents struggle to 
see damage and resolve the claim in the first 
interaction. 

Challenge

FCR

AHT

-13%

Impact

Operations costs

+30%
NPS
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Retention 
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There is a direct correlation between customer effort 
and churn. Broken customer flows, long wait times, and 
poor self-service options all contribute to high effort. 
Customer experience (CX) leaders must take a long, 
hard look at the overall customer journey and eliminate 
any friction that might affect customer loyalty. 

Once a customer decides to churn, it is usually too late. 
Very few retention strategies have the power to 
consistently avoid churn. The most successful of these 
require further costs when providing avoidable 
discounts and free product upgrades. 

Eliminating inefficiencies along the customer journey 
can help businesses increase revenue while 
simultaneously lowering the cost to serve. This indicates 
a huge opportunity for service leaders by addressing the 
drivers of churn.

Conclusion
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Discover why Fortune 500 
leaders use TechSee’s Visual 

Engagement Platform to 
dramatically improve 

customer loyalty.

Book a Demo


