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The current financial crisis is ar-
guably the worst most banking 
managers have experienced in 
their professional lives. But we 

must remember that markets and indus-
tries are redefined in times of shake ups, 
not during periods of stability. This latest 
upheaval should actually have a positive 
impact on those who develop the right 
strategies and take the correct actions 
during the downturn. In short, banking 
managers have to find a way to minimize 
the impact that declining consumer con-
fidence and new, stricter laws and regula-
tions will have on business volume, rev-
enue and profit. 

From a broader perspective one could 
even argue that banks are being forced 
to review their business models, “pull 
back” from riskier endeavors and take 
on a more traditional business approach. 
This approach should focus on smartly 
managing and optimizing core business-
es and existing relationships. Above all, 
managers must maximize the profitabil-
ity of their current customer base.

Collectively, these actions will require 
banks to make fundamental changes 
in their marketing and pricing prac-
tices. Listed below are some of the most 
important initiatives these institutions 
should consider undertaking:  

Reestablish Trust and Improve Price 
Image. In general, banks have devel-
oped a poor image among consumers 
from years of dubious and poorly-com-
municated pricing practices. Now, to 
reestablish consumer confidence, these 
institutions must quickly shift towards 
customer-friendly pricing schemes that 
are transparent, easy to understand and 
free of hidden “foot traps.” 

They should focus on rewarding custom-
ers for their business and loyalty. Such 
smart, “power-pricing” concepts not only 
hold immense profit potential for banks 
from increased up-selling and cross-sell-
ing, but also help minimize the risk of 
further commoditization of their servic-
es. In addition, the psychological aspects 
of price awareness and perception must 
be taken into account when determining 
optimal price structures and levels.

Increase the Profitability of Portfolios 
by Effectively Managing Discounts. 
For many banking services, custom-
ers rarely pay list 
prices as discounts 
are prevalent. While 
these agreements can 
severely cut into a 
bank’s profitability, 
the processes used 
to negotiate and ap-
prove discounts are 
often widely ignored 
and far from opti-
mal. Banks must 
create a systematic 
approach for managing discounts rein-
forced by a sound, professional pricing 
system. This will reduce the gap between 
listed and realized prices and lead to the 
discovery of additional income sources, 
which are urgently needed in the current 
environment.

Develop a Clear and Logical Set of 
Offerings. Currently, many banks’ prod-
ucts and services (and their accompany-
ing rate and fee structures) are poorly 
differentiated for the specific needs of 
different customer segments. Especially 
when considering complex services like 
financial planning, asset management 
or structured financing, it is imperative 
that banks tailor the product and the 
fee structure to the specific needs—and 
willingness-to-pay—of different seg-
ments. By doing so, banks can deliver 
their offering as efficiently as possible 
while, at the same time, extracting a 
maximum willingness-to-pay. Pricing 
specialists call this “value-based opti-
mization” (be it of products/services or 
prices). Banks must master the required 
methodologies, and develop tools and 
models, that focus specifically on this 
process.  

Focus on Value, Not Price. Currently, 
many negotiations between customers 
and relationship managers concentrate 
mainly on price. The managers see it as 
their strongest bargaining chip. Instead, 
they should emphasize the value that 
banking services provide their customers. 
In order to achieve this, front-line sales 
personnel must be able to communicate 
clearly the advantages of their products 

and services, and explain how these con-
form to the individual customer’s needs. 
When consumers complain about high 
prices, banks should respond with prod-
ucts that offer superior value rather than 
lower prices (e.g., offering free benefits 
rather than discounts). 

Too often industries must face ad-
versity before they consider sweeping 
changes in pricing practices and strat-
egies. The authors look at the current 
crisis facing banking and demonstrate 
how the recent shakeup can enable 
institutions to try new approaches 
which will improve their customer re-
lationships and long-term profitabil-
ity. The recommendations, here, also 
apply to many other sectors. This arti-
cle was contributed by Jens Baumgar-
ten, head of Financial Services, 
North America and Oliver Bushnell, 
consultant, of Simon-Kucher & Part-
ners, New York. They can be reached 
at jens.baumgarten@simon-kucher.
com and oliver.bushnell@simon-
kucher.com, respectively.

What Banks Must Learn from the Current Crisis

Currently, many negotiations between 
customers and relationship managers 
concentrate mainly on price. The 
managers see it as their strongest 
bargaining chip.
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Overall, banks must refocus their efforts 
on their most important asset—their 
customers. This requires institutions to 
walk a fine line. They must foster inno-
vation in order to develop new and excit-
ing offerings and customer-centric pric-
ing strategies, while also making sure 
these enhancements always serve their 
customers’ fundamental financial needs. 

Innovation should always be applied 
both upstream (through products and 
price configurations based on custom-
ers’ financial needs) and downstream 
(by improving the communication and 
delivery of a product’s value-to-custom-
er). This will require a thorough analysis 
of the consumer’s decision-making pro-
cess, the bank’s past pricing practices (in 
regard to listed and realized prices) and 
its selling processes. 

So what should a manager do? The fol-
lowing checklist will facilitate and expe-
dite a review of the organization’s cur-
rent marketing and pricing practices. A 
detailed review of these questions will 
give you an excellent head start on pri-
oritizing the tasks needed to come out of 
the crisis with an even stronger and more 
sustainable business model than before.

Strategy
Do our offerings and pricing practices ad-
here to a consistent strategy? Do we have 
a clear position on the trade-off between 
volume and profit? How do our customers 
feel about the transparency and complex-
ity of our product portfolio and prices? 

Data
Is there a synchronized and system-
atic database that allows us to docu-
ment the products purchased, and the 
prices paid by each customer? Can we 
use it to identify different segments’ 
product usage? Can we find the average 
levels and distribution of discounts for 
various products, the areas/regions that 
discount most frequently and the most 
problematic branches/relationship man-
agers etc.?

Parameters
Do we understand our customers’ needs 
and preferences? For example, are we 

able to quantify the perceived value 
of individual product features, a price 
change’s potential impact on volume 
(i.e., price elasticity), customers’ willing-
ness-to-pay, or their knowledge and per-
ception of the different price components 
of our offer? 

Intelligence
Do we systematically monitor our com-
petitors’ offerings and pricing policies? 
Are we able to analyze their price lists 
and estimate their effective prices in dif-
ferent markets?

Models
Do we have innovative offerings and 
pricing structures that are based on cus-
tomers’ needs? Are we able to simulate 
the impact of price or product changes 
on our customer base (e.g., customer 
loss, up-selling, cross-selling) and our 
revenue and profit structure? 

Processes
Have we optimized our business pro-
cesses from the product design stage all 
the way through to price implementa-
tion and monitoring? Do we use intel-
ligent methods for product configura-
tion (e.g., conjoint measurement and 
discrete choice modeling)? Do we have 
an efficient workflow for the branches’ 
daily operations?

Training
Do our relationship managers have all the 
information they need to manage a sell-
ing process focused on value-to-customer? 
How capable are they in minimizing the 
request for, and concession of, discounts? 
Do we train our relationship managers in 
empirical segmentation methods that take 
into account customers’ price sensitivity 
and propensity for being up-sold? 

Tools
Do our relationship managers have all 
the tools necessary to manage a value-

based selling negotiation? Do our rela-
tionship managers have access to infor-
mation regarding customer relationship 
profitability and past prices paid? Can 
the relationship managers compare cus-
tomers in similar situations and calcu-
late their price sensitivity and switching 
propensity?

Monitoring
Do our product and relationship man-
agers have access to a systematic and de-
tailed analysis of product mix, potential 
impact of new products, price lists, and 
revenue structures? Do they know the his-
torical tendencies of our customers’ mi-
gration to other products? 




