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Balancing the Books: Using an optimization framework to increase payback while controlling costs & efficiencies in collections
The right balance of staff, costs, communication channels, whom to contact & when becomes crucial to get the best out of collections, and in today’s complex banking and collections environments, formulating a strategy that achieves the right balance can be a gigantic task. There can be days when collection agents are in high demand, other days they might be underutilized. From a policy perspective there are rules on which customers can be contacted or not. From a regulatory perspective there can be limitations on how many times a person can be called. From a budgetary view there are limitations on how much money can be spent to manage ROIs. Even after all these are under control, management needs to understand various scenarios and portfolio KPIs as a result of following one strategy vs another. Is the primary objective to reduce the total number of accounts in delinquency, or total monetary value? If we focus on one, what’s the impact on the other? FICO’s Custom Decision Optimization provides a framework for managing these competing objectives and constraints.
One of the key elements of Custom Decision Optimization is understanding the impact that our decisions or actions have on the outcomes for a given customer. Typical predictive models predict for a single future scenario; FICO’s action-effect modelling takes care of how a customer behaves in different scenarios. For example, a high-risk-score customer called on day 1 of delinquency vs in late delinquency can have higher payments compared to a low-risk-score customer who might pay back irrespective of when he/she is called. Thus, roll rates can be different based on both customer’s attributes and how the bank engages with the consumer. These action-effect models help us understand the impact of various decisions on different profiles of customers.
This session will cover the concepts of FICO’s Custom Decision Optimization and its application in the field of early-stage collections with a case study for Banreservas (largest bank in the Dominican Republic).
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