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Power Pricing in  
Business Current Accounts

A recently completed global research 
project, analysing and benchmarking 
the Business Current Account (BCA) 
proposition of over 50 global banks, 
identified eight themes which can di-
rect the design of new BCA products to 
ensure a win-win situation for banks 
and small/medium enterprises (SMEs), 
also called fair value exchange. This 
paper presents the study’s findings and 
the eight themes pricers can use in the 
highly competitive and increasingly 
regulated global banking industry and 
in multiple other industries. Horatiu 
Kraus is a Consultant, Ben Snowman 
is a Director, Jens Baumgarten is a 
Managing Partner, and Georg Wueb-
ker is a Managing Director with Si-
mon Kucher & Partners. The authors 
can all be reached via www.Simon-
Kucher.com.

The UK business current ac-
counts market has long been 
considered highly concentrated 
with a relatively loyal customer 

base. Today, the four largest providers 
account for over 85% of the SME mar-
ket1. However, with the regulatory push 
for more competition stemming from the 
Vickers Commission recommendations, 
we are likely to see competition in the 
sector gradually increase as customers 
find it easier to switch. 

The largest players in the UK are also on 
the brink of a price war, with some giv-
ing a range of services away for free and 
all promoting an extensive free offering 
as an incentive for customers to switch 
providers. Is the offering of free services 
the most profitable way of winning the 
“acquisition war”? Is there a way to re-
tain and grow the customer base while 
avoiding the commoditisation of services 
and the excessive compression of profit 

margins? A recently completed global 
research project, analysing and bench-
marking the Business Current Account 
(BCA) proposition of over 50 global 
banks, identified 8 themes which can di-
rect the design of new BCA products to 
ensure a win-win situation for banks and 
SMEs, also called fair value exchange. 

Current Market Assessment 

A growth in switching
Until recently, SMEs rarely changed 
their business current account (BCA). 
However, this is quickly changing. Of 
all SMEs in the UK, current account 
switching in the past 12 months reached 
6%, up from 4% 3 years ago2. When 
surveyed, 42% of SMEs revealed they 
were unsatisfied with their current pro-
viders3 (see Figure 1). 

The reasons cited for switching services 
are decisive: 1) poor relationship with old 
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Figure 1: Switching is on the rise 

bank/their staff, 2) better service at new 
bank and 3) lack of necessary services/
products. The failure to meet customers’ 
needs is the cause for 20% of SMEs us-
ing retail products3. While switching is 
on the rise, the UK government is seek-
ing to bolster competition in the market 
and ease of switching is a key target. 

The growth in switching and the high 

percentage of unsatisfied customers pro-
vide ample opportunities to win over 
customers for banks with the right value 
proposition. 

Government Influence
The Independent Commission of Bank-
ing released its final report in September 
2011, with two important recommenda-
tions aimed at increasing competition 

within the SME banking market. One 
measure is the proposal to introduce a 
redirection service for business current 
accounts to allow customers to switch 
accounts in a simple and cost effective 
manner. This is likely to exacerbate the 
rising trend of switching and reduce cus-
tomer stickiness. 

Second, the ICB accredit part of the cur-
rent low switching rates to the lack of 
transparency. They propose to drive to-
wards increased price transparency in the 
industry through the mandatory offering 
of standardised options that are compa-
rable between all providers which neces-
sitate the provision of innovative offer-
ings to prevent the commoditisation of 
services and competition around utility 
features. In summary, these government 
interventions are likely to stimulate 
more switching. 

Growing market
The number of SMEs is on the rise with 
a steady 2.5% CAGR since 2000 (see 
Figure 2)4. While the financial crisis has 
driven more SMEs into bankruptcy, this 
was offset by the growth of new SMEs, 
leading to a steady increase in BCA de-
mand. Therefore, identifying and offer-

Current account switching is on the rise

Simon-Kucher & Partners: Business and Retail Current Accounts - 1 -

Source: Mintel, GfK

How satisfied are you with your BCA 
provider?

Percentage of respondents who switched 
account in the previous 12 months
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42% of customers are 
unhappy with their BCA 

provider

There has been CAGR of 2.5%1

SMEs account for 99% of all enterprise 
in the UK, 58.8% of private sector 
employment and 48.8% of private 
sector turnover1

52% of SMEs have been with the 
same current account provider for at 
least 9 years2

80% of SMEs that use credit products 
have one from their main bank3

1.2% of small businesses, 2.16% of 
medium-sized businesses and 1.56% 
of large businesses became insolvent 
each last year4

There is a large market opportunity as the number of small businesses is 
increasing

Simon-Kucher & Partners: Business and Retail Current Accounts - 2 -

Source: 1) BIS, 2) Mintel, 3) ICB Final Report, 4) Experian 
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Figure 3: Top 5 banks current account offeringing the right products that attract start-
ups is key: new customers usually choose 
the business bank which offers the ser-
vices they need. Furthermore, customers 
have a propensity to go to the bank with 
which they hold a personal current ac-
count. 

While the overall economy continues to 
struggle, growth in the SMEs has con-
tinued: 

Price War
The UK market seems to be on the 
brink of a price war (see Figure 3), with 
the largest banks offering free banking 
for up to 2 years as an incentive to at-
tract switchers. Some banks now offer 
a range of free services to all their ac-
count holders. The commoditisation of 
services and products does little to build 
customer loyalty and increase retention. 
The sooner banks realise they should not 
compete on utility and price, the quick-
er they can move up the value chain to 
compete on the quality of their service 
offering. The key challenge is designing 
the optimal unique solution mix that ap-
peals to customers consisting of features 
that can command a higher profit.
 
Barclays and Santander offer gives away 
many previously monetised services for 
free. 

8 Design Themes to win in 
the war for BCAs: 
A recent research study benchmarked the 
BCA offering from over 50 banks glob-
ally. The analysis of the sector identified 
innovative features which group into 8 
design themes. This paper argues that 
these themes play a central role in the 
design of new BCA propositions. 

1. Simplify the proposition, aligning 
smart solutions with customer needs, 
avoid ‘functional’ pricing and com-
municate the proposition to demon-
strate how customer needs are being 
served.

2. Give customers the ability to select 
their own products and services but 
help them on the journey.

3. Give customers the tools to help 
budget and plan; give customers the 
foresight when it comes to charges – 
avoid any surprises.

4. Integrate new technology into of-
ferings and make this a differentia-
tor – resist the temptation to give 
investment-heavy innovations away 
for free.

5. Expect to charge a premium by pro-
viding services in line with customer 
needs and objectives – this is fair 
value exchange.

6. When times are tough, you can’t 
offer everything. But offer a solu-
tion through partnerships to provide 
alternatives for things that you can’t 
offer.

7. Be more than just a bank: help fulfil 
business’ financial and non-financial 
needs.

8. Companies are ultimately collections 
of people. Build a stronger relation-
ship by integrating personal and 
business banking propositions.

Examples to inspire  
UK providers
The following examples demonstrate best 
practices from banks around the world: 

1. Solution: WestPac (Australia) and 
Standard Bank (South Africa) un-
derstand that BCA’s must offer more 
than just a platform to allow busi-

ness to happen. WestPac introduced 
a road map that provides guidance 
to new business entrepreneurs (reg-
istration and legal issues, cash flow 
analysis, advertising/online presence, 
etc.) and identifies the banking solu-
tions to meet those needs (for those 
services which are not offered direct-
ly, e.g., lessons on writing a business 
plan, they have partnered with exter-
nal providers). Standard Bank went 
a step further and introduced unique 
packages with advisory services for 
specific industries such as agricul-
tural, franchising, healthcare and 
international trade. Geared towards 
helping the customers through the 
life-stages of their business, these 
solutions enhance the bank’s prod-
uct offering and establish a powerful 
relationship with the customer from 
the beginning. 

2. Incentives for retail: Citi Busi-
ness Banking (U.S.A) and Umpqua 
(U.S.A) offer discounted premium 
PCAs to their BCA customers’ em-
ployees. This not only strengthens 
the relationship, but also serves as 
a platform to change the relation-
ship from a product to a solution 
based relationship (and increase 
cross sales). Umpqua provides direct 
payroll services, health insurance ac-
counts and tax free savings instru-
ments linked between the business 
and personal accounts. 

3. Channel: Monte dei Paschi di Siena 
(Italy), introduced discounted pric-

Top 5 Banks are at the brink of a price war

Simon-Kucher & Partners: Business and Retail Current Accounts - 3 -

To attract new customers, most banks give free services for 1.5 to 2 years; Barclays and Santander are 
leading the commoditisation of core services

Source: Simon-Kucher & Partners Analysis, information publicly available through internet searches, 1 Based on Barclays Business Free Automated Transactions Tariff

Fee HSBC LBG RBS Natwest Barclays1 Santander

Maintenance
fee £5.00 £5.00 £3.00 £6.00 £5.50 £7.50 - £20.00

Bill Payment £0.37 £0.15 £0.37 £0.40 £0 £0
Branch cash 
in 0.60% 0.57% 0.66% 0.66% 0.85% 0.5% if above 

allowance
Branch cash 
out 0.75% 0.62% 0.66% 0.66% 0.85% 0.00%

Direct Debit £0.35 £0.40 £0.37 £0.40 £0 £0
Standing
order £0.58 £0.40 £0.45 £0.45 £0 £0

BACS
Payment £0.23 £0.10 £0.14 £0.18 £0 £0

Business Banking
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ing for all transfers if over 70% of 
transfers are done online. One rea-
son for the success of this channel 
pricing strategy was its focus on fair 
value communication. Since on-
line banking is cheaper than branch 
banking, the savings are passed on 
to the customers. While many banks 
in the UK give online banking for 
free, the migration rate is often be-
low expectations. Few banks have 
managed to introduce successful 
channel based pricing for their BCA 
customers without risking customer 
flight while at the same time achiev-
ing a high migration rate. 

4. Partnership: UBI Banca’s (Italy) 
BCA value proposition comes with a 
number of bolt-ons which the cus-
tomer can choose from: discounts on 
gas, phone, electricity, and fuel bills 
as well as a number of insurance 
products: legal risk, human resourc-
es risk, and property insurance. This 
partnership strengthens the banks 
value proposition and provides the 
customers with services that they 
value. The banks offering can often 

be improved through partnerships 
with other firms. These must offer 
services/products which the custom-
ers value, cannot be offered directly 
by the bank and which the custom-
ers can receive at a discount through 
the bank. 

5. Sales: First National Bank (South 
Africa) replicated the successful con-
cept of model/account finders to the 
BCA market. First National Bank’s 
model finder analyses the needs of 
customers and proposes a solution 
to meet those requirements. Their 
needs are assessed based on 8 catego-
ries: industry, business age, annual 
turnover, use of financing solutions, 
use of investment solutions, money 
transfers, payment solutions and ad-
ditional benefits. Given the large 
variance in needs and willingness to 
pay for SMEs, the optimal number 
of price points can complicate and 
cluster an effective value proposition 
with too many options. Model find-
ers solve this problem by allowing 
the customers to self-select based on 
their needs.

What next?
Leading banks all have one thing in 
common: they design their propositions 
with the customer in mind. The increase 
in switching, stemming from a growth 
in dissatisfaction with BCA provider, 
point to an opportune time for UK 
banks to redesign their propositions. 
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