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 ndia has the second largest telecom
* market and the third highest number of
“internet users in the world. In the past
one decade or so, the Indian telecom sec-
tor has registered strong growth to reach a
subscriber base of 1,058.86 million as of
March 2016. Despite this growth however,
the industry has failed to halt the customer
churn. In the past two years, there has
been a substantial increase in churn, with
the prepaid segment bearing a bigger
brunt than the post-paid segment.

The country’s telecom market faces
stiff competition with the presence of
more than 10 mobile operators, predomi-
nantly in the prepaid segment. The bur-
geoning rate of customer churn is one of
the biggest challenges for telecom compa-
nies, compounded of late by increased sat-
uration in terms of players and offerings.
About 96 per cent of all mobile subscribers
are constantly switching between mobile
service providers to avail of incrementally

lower prices. The monthly churn rate in
India is approximately 6 per cent. Accor-
ding to researchers and industry observers,
some of the major reasons for the high
churn rate are the availability of lucrative
alternatives, the ease of switching to other
brands and a substantial growth in prepaid
mobile subscribers.

Reliance Jio Infocomm Limited’s
(RJIL) entry into the market with com-
pelling offers such as free voice calls, chea-
per roaming rates and inexpensive data
plans has led smaller mobile service
providers to either exit the fray or face
high churn. Every service provider is today
coming up with innovative tariff plans and
trying to redesign them with better offer-
ings to lure customers. Bigger service
providers are coming up with attractive
promotional schemes and packages to

retain prepaid customers. But these have
been proved ineffective as the churn rate is
extremely high. Customer retention,
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Gontrolling Churn

Operators turn to predictive analytics to reduce attrition

therefore, is becoming critical for main-
taining a stable customer base.

In this scenario, telecom companies
are realising that analytics can be a saviour
in tackling churn in the long run.
Predictive analytics can not only help in
identifying and predicting customers who
are likely to churn, but can also help
incentivise and retain them by sending rel-
evant messages and offers. By harnessing
the available data effectively, telecom com-
panies can derive incremental benefits
such as reduced churn, increased customer
base and take real-time fact-based deci-
sions that can help increase the return on
investment significantly. In order to con-
trol churn, telecom companies should be
mindful of the following:

Customer lifetime value analytics

Customer lifetime value (CLTV) analysis
is the best way to prioritise marketing
efforts. It attempts to predict the value
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that a customer brings to a business over
the entire journey and sends relevant
offers for retaining the customer. Alth-
ough telecom companies follow this to a
certain extent, it is important to assign a
quantifiable monetary value to each cus-
tomer in order to prioritise various sets of
customers. The lifetime value model pro-
vides the predicted yield from each cus-
tomer over the customer lifecycle.

CLTYV analysis can help:

e Target customers who are likely to
churn.

* Identify customers with high usage and
propose upgraded plans to suit their
needs.

* Develop a targeted marketing plan for
each customer segment based on churn
likelihood.

* Recommend services that a customer
would be interested in buying based on
their past behaviour. High priority cus-
tomers can be given offers/packages
with higher discounts, preferential treat-
ment through personalised services, etc.

* Identify accounts that might require in-
person sales efforts to grow and nurture.

Predictive analytics

Predictive analytics techniques such as
churn prediction modelling, customer
retention analytics and next best offer rec-
ommendation can help better align the
customer segmenting/targeting exercise
and optimise marketing communication
strategies for reducing the level of cus-
tomer churn. Predictive analytics is being
widely used by telecom companies as it not
only measures the churn propensity of a
customer but also suggests a retention
strategy. Churn modelling is an easy ana-
lytics option with relatively low complexi-
ty, immediate results and wide acceptance
among functions. Thus, many companies
deploy it to tackle the churn issue.

The techniques used in analysis such as
regression models and decision trees help
identify the potential attritions and flag
their behaviour with a goal to reduce the
total churn. These modelling techniques

study the past behaviour of customers and |

identify profitable customers who can be
retained through personalised actions.

The key henefits that
felecom companies reap
from predictive analytics

and improving efficiencies.

The value of the suggested offers can be
tailored to suit customer profitability.

Campaign management and analytics
Creating marketing campaigns that are
highly targeted or hyper-personalised can
make a significant dent on the churn cycle.
Hyper-personalised campaigns help increa-
se response, adoption, conversion, etc. by
identifying key segments and personalising
services/plans as per customer require-
ments, thereby fighting churn directly.
Also, by designing powerful awareness pro-
grammes through road shows, innovative
mass promotion with various schemes on
data and voice services, the campaigns can
help in customer retention.

An integral part of campaign manage-
ment is campaign analytics as it helps mea-
sure the campaign performance and iden-
tify which messages/offers yield better
incremental results. Campaign analytics
done in a phased manner can help accu-
rately track campaigns that had an impact
in controlling churn or increasing cus-
tomer acquisition. The framework to mea-
sure the effectiveness of a campaign usual-
ly comprises the following:

Pre and post design

* Observe sales/response in the pre-period.

* Apply the marketing stimulu.s

* Observe sales in the post-period.

* Compute promotional and post promo-
tional benefit.

® Pre-, promo- and post-period adjust-
ment to compute incremental benefits.

Test and control

* Assign customers to test and control
groups.

* Send the new marketing stimulus to the
test group.

* The delta in test and control groups is
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attributed to the marketing stimulus.
* A profile comparison of test vs control.

Cross-selling and up-selling

A commonly used solution to handle churn
in any industry where the customer base is
varied and huge_is through cross-selling
and up-selling services. A common issue
faced by many telecom service providers is
how to increase yield from the current sub-
scribers, or how to improve ARPUs. The
solution is supported by analytics tech-
niques using association rules and transac-
tion histories of existing customers. Analy-
tics-driven cross-selling and up-selling
campaigns provide higher returns. Moving
beyond financials, they also increase reten-
tion and reduce the number of customers
who might churn in the near future. These
models may be integrated with real-time
decision engines and developed as real-time
cross-selling and up-selling systems. They
are usually planned by the marketing de-
partment and executed through in-bound
customer-facing teams, mainly call centres.

Optimised pricing strategy

Developing a pricing strategy that is ab-
reast with the current market scenario is
the key to surviving in a volatile market
condition. With RJIL entering the market
with highly subsidised prices, both big and
small players have to come up with
plans/packages, be it voice or data, that will
help them sustain the pressure. Pricing
analytics backed by market research can
play a significant role here as it can help
chalk out an optimal pricing plan for a par-
ticular package. The analytics techniques
used here also take into account competi-
tion and macroeconomic factors, thus
being cautious about the current market
scenario and delivering what best suits the
current and potential customers.

To sum it up, telecom companies have
to depend heavily on analytics for real-
time decision making, and predictive ana-
lytics can significantly manage and
reduce customer churn. The key benefits
that telecom companies reap from pre-
dictive analytics are diverse, ranging from
identifying new opportunities and man-
aging risk to reducing churn and improv-
ing efficiencies. A
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