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Different Treatment of Profitable and Unprofitable Customers by Banks
Banks are justified in treating profitable customers differently from unprofitable ones. Banks are businesses that depend on making profits to survive. Any business that does not make profits eventually becomes bankrupt and dies. This is because all activities in the bank, from the management of customers to payment of rent and employees, depend on the profits made by banks to run smoothly. The objectives of every business are to grow, make profit, become stable, work efficiently and survive (Strickland, 2017). With good profits, all the other objectives can be achieved. Most banks make their main profits through the spread. This is the borrowing and lending of money while paying and charging some interest. Banks borrow the money deposited by their clients and lend it to other bank users in the form of loans that attract interest which is profit to the banks. Having more unprofitable customers than profitable ones means that the money in circulation in banks becomes limited, which reduces the lending capacity of such banks, attracting less profit. Contrarily, focusing on profitable customers with over $1000 deposits in their account and less frequent bank visits means that the banks can lend out bigger loans with longer payment periods which attract more profit than short-lived loans. Since unprofitable customers do not make money for the bank through the spread, the bank has to impose more transaction charges on them than on profitable customers, allowing the banks to profit from them.
To get waivers and better treatment from banks, potential profitable customers may deposit more money for longer periods to earn some interest on their deposits. The unprofitable customers may also decide to open savings accounts that make them more profitable to the bank and also helps them achieve their goals in life. To make this possible, most banks have developed mechanisms to make the unprofitable customers deposit more and withdraw less. For instance, American Express introduced a high yield savings account that enables users to earn interests on their savings daily with an APY of 0.40% and only allows a maximum of nine withdrawals a month (American Express, 2021). With such an account, customers are encouraged to save more for longer periods to earn more profit on their savings. This gives the customers a chance to receive better treatment from banks as profitable customers, reducing discrimination against customers. Such strategies show that higher deposits for longer periods profit the bank and the customers as their money grows due to interest accrued by the banks. Therefore, banks are justified to treat unprofitable customers differently to encourage them to become profitable to both themselves and the banks.
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