
The Problem
The Credit Risk Management recovery unit of a 
major bank helps customers when their payment 
of interest or redemption of credits is threatened. 
Fees are supposed to be consistently charged for 
additional services, such as standstill agreements 
and credit increases, when default or threat of 
default exists.

The investigation of common practices in the 
four recovery locations showed a large variation 
regarding where, when and what fees are charged. 
In addition, no one in the organization presented 
a compelling argument regarding why fees should 
be charged. 

This is why total fee income declined from 
more than 0.1% to 0.048% of the credit recovery 
volume over a three-year period, representing an 
opportunity of 350k additional income per year. 

The goal of this project was to almost double the 
fee income from 0.048% to a minimum of 0.090% 
(primary metric) without increasing reputational 
risk (secondary metric). 

The Solution
The project team created and introduced a 
standardized fee catalogue, including guidelines 
for exceptions and arguments to support charging 
fees. Since charging fees with customers in credit 
recovery may create reputational risks, the 
guidelines remain soft so that recovery officers 
may apply individual judgement for necessary 
exceptions.

Prior to this project, recovery officers were not 
aware of the financial impact of fees on credit 
recovery performance. In fact, there was no 
reporting on this, and no targets were set. In some 
cases, charging fees was simply forgotten or rated 
unimportant on surveys. 

To help, the project team implemented a 
mechanism to track fees using an existing 
database. The sub-department leader for credit 
recovery agreed to include fee volumes related 
to the targets set for the four locations. These 
volumes-against-target are now tracked quarter 
by quarter.
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Problem Solved.

Problem
Little or no collection of banking fees

Solution
Created a standardized fee catalogue

Implemented a performance-tracking mechanism

Result
Increased fee income from .048% to .144%

Generated an additional $550k in fee revenue
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Problem Solved.

The Results
After these changes were made, the fee income (primary metric) had increased from 0.048 percent to 
0.144 percent, an overachievement of the project goal by 60 percent, as shown by the time series chart 
below. The additional fee income amounted to 550k, exceeding the original target of 350k. 

An increase in reputational risk was not observed, and no increased complaint activity or negative publicity 
was recorded regarding the added discipline around recovery fees.

Additional takeaways from the project included the realization that “walking the process” and interviewing 
its participants were invaluable; only by doing this can a team truly understand the way it currently does 
business and what it has to do to change for the better. 

Also it was key to avoid such complicated solutions as big IT changes, enabling the team to complete its 
work and realize results in 219 days from start to finish. 
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