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EXECUTIVE SUMMARY

Financial institutions that might readily hire a new lender 
assuming adequate ROI sometimes get bogged down 
trying to determine whether a technology purchase will pay 
for itself. Executives considering new enterprise lending 
technology can simplify the ROI evaluation process. The key 
is examining the current lending process and benchmarking 
those labor hours and costs against a new workflow 
supported by a blend of technology and people. This simple 
but relevant way to measure the efficiency gains, along 
with a review of customer benefits, will reveal the capacity 
for building new revenue that clarifies ROI. 

 
 

 
INTRODUCTION

As bankers, we often make significant financial decisions 
based on instinct, intuition, and a certain amount of 
financial analysis. For example, we often hire new lenders 
based on these instincts and our experience related to 
what a “good” lender can produce in loans outstanding, 
core deposits, and quality borrowers. We hire and hope 
that these very skilled and expensive lenders can develop 
new earnings for the institution by transferring millions of 
dollars of loan balances and core deposits from their former 
institution to ours. 

These “profit makers” are offered big titles, big salaries, 
and even signing and incentive bonuses. Their ROI to the 
institution is assumed to be institution-changing, and we 
gloat when we get a good one! Yet when we consider 
investing in new lending technology at the equivalent 
price point of one experienced commercial lender, we often 
splutter and choke our way through a path of analysis 

paralysis. We can’t seem to find a clear path to determining 
the ROI. Which metrics should you use to make the initial 
investment decision as well as gauge the ROI or success of 
using the technology going forward? 

THE CASE FOR LENDING TECHNOLOGY

As someone who spent years in banking, I believe many 
of these investment decisions are hampered by executive 
management’s light background in technology. This is 
understandable, as most of us grew up in the lending, 
credit, or bank operations areas of the institution. Building 
a strong IT foundation was not a path along our career 
spectrum; hence, our hesitation to be caught in the 

“bleeding edge” of technology – especially if the technology 
doesn’t work. Understanding ROI is critical.

At the same time, in today’s competitive world driven by 
high shareholder expectations and for some institutions, 
literally a race to survive, we understand that generating 
new earnings can be the difference between independence 
and being another institution “gone.” We also know that 
you can improve earnings in the short term by cutting 
expenses, but you cannot consistently produce market-
leading returns by cutting expenses. Consistent earnings 
growth comes from the revenue side of the business, 
specifically the loan portfolio. Accelerating new loan 
interest income in a low interest-rate environment is best 
achieved by creating new lending capacity at a faster pace 
than the addition of new costs (including new lenders) to 
support that growth. 

That is why you’re evaluating a technology investment. 
New technology provides scale for a growing financial 
institution: a lending process and platform so efficient 
that each lender can handle significantly more new loan 
transactions and manage a larger loan portfolio, including 
renewals and annual reviews,  faster. The new lending 
platform replaces inefficient administrative tasks like 
keystroking financial data and researching relationship 
deposits and loans for the credit memo. For example, 
instead of having a person key in and map data from 
dozens of pages of tax returns to spreading software, a 
patented electronic tax return reader collects, maps, and 
spreads tax return financials with no human intervention. 
Staff time saved through automation can be redirected to 
cultivating new relationships and revenue. 

https://www.abrigo.com/success-stories/chemung-canal-trust-company-credit-risk-solution/
https://www.abrigo.com/optimizing-the-life-of-loan-with-sageworks-from-abrigo/
https://www.abrigo.com/optimizing-the-life-of-loan-with-sageworks-from-abrigo/
https://www.abrigo.com/success-stories/millennium-bank-credit-risk-solution/
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Given the pressures on financial institutions, time is not 
our friend, so let’s talk about how we can accelerate the 
decision on an enterprise lending investment that can 
generate new earnings. The key is examining labor hours 
and cost. 

We will discuss this in detail later, but labor is the relevant 
focus because it represents the most expensive component 
of making a loan. In addition, speeding up the process 
(i.e., investing fewer labor hours) of making a new loan 
or renewal by streamlining the loan process will provide 
the institution an opportunity to free up lenders to build 
new loan interest income, affording an additional benefit 
from the investment. Slow loan decisions resulting from 
processes that are too labor- and paper-intensive and 
overall, too inefficient, make us miss our key objectives 
of providing a high-touch and transparent customer loan 
experience. 

EVALUATING THE RETURN:  START WITH 
MAPPING THE CURRENT PROCESS

An examination of labor to evaluate the ROI for lending 
technology should begin with a detailed look at the current 
loan process. 

This should be fairly straightforward. As someone who has 
spent 30-plus years in and around financial institutions, I 
know that most institutions haven’t significantly changed 
their lending process in many years.

Your goal is to implement a new enterprise lending 
workflow that eliminates inefficient administrative loan 
steps. Mapping each step of the current loan process in 
detail is vital to creating the workflow improvement and to 
evaluating the return on the technology investment.

BENCHMARKING THE LOAN PROCESS

Begin with information gathering. Experienced staff 
performing each key lending step should be interviewed 
to determine what they do, how long it takes to perform 
the step, and where their work goes next. The customer’s 
experience related to each step is also captured to evaluate 
opportunities to enhance their borrowing experience. This 
mapping process can include various loan types and 
segments important to the institution. Process pain points, 
administrative bottlenecks, process change benefits, and 
opportunities for increased lending can be identified 

and documented. Gather information from all financial 
institution representatives involved in the lending process 
until a full picture or workflow is gathered.

It is not uncommon to find numerous inefficient steps when 
mapping the loan process, including finding an institution’s:

• lenders driving multiple times to and from a 
customer or prospect’s place of business to collect 
information

• credit analysts spending too much time keystroking 
and organizing financial data for the credit 
spreading process or calculating ratios 

• lenders spending more than an hour researching a 
client’s current banking relationship information for 
the credit memo (such as related deposit and loan 
balances)

• credit analysts and loan administration staff typing 
the same information repeatedly during the many 
different steps of the loan process. 

• loan approval officers reviewing a weak loan deal 
multiple times before declining the credit at the end 
of an extended evaluation period

These labor-intensive, highly inefficient processes provide 
no relationship value to the bank customers or credit union 
members. Increased automation will allow key participants 
to handle more volume and to focus more time and talent 
on client contact, underwriting, approval, onboarding, and 
portfolio maintenance. 

Below is a visual illustrating the inefficiencies of a typical 
loan process. In this example, an institution requires 19 
steps to close a loan.  

https://www.abrigo.com/whitepapers/loan-pathing-the-road-to-more-efficient-lending/
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LABOR HOURS:  A COMPARATIVE 
METRIC FOR EVALUATING ROI

Following the scoping and mapping of the current process, 
the financial institution can now utilize a metric to help 
evaluate the initial ROI or value of the technology, as well 
as the future value of the investment. 

As mentioned earlier, the most constructive approach is to 
compare the labor hours and cost invested in the current 
loan process with those of a new and more efficient loan 
process. Why? Assuming a basic commercial loan process 
cycle, it is the costs tied to the duties and responsibilities 
executed by staff in the process of making the loan that 
predominantly constitute the costs of making the loan.

It is at this point in the process that institutions frequently 
fall into the trap of analysis paralysis by incorporating less 
relevant components associated with making the loan 
into the technology acquisition decision. However, those 
components are not generally the major drivers of loan 
costs. It is predominantly about the people.

For example, the first few steps of a commercial loan 
include:

• the collection of the required information and 
documents

• the credit analyst key stroking the financial 
information into the credit spreading software 

• the credit analyst calculating the loan ratios and 
cash flows

• the typing of the loan approval package and 
recommendation for approval

Eliminating these steps alone can save the institution 9 
hours and $612 in cost per loan before leveraging further 
the enterprise lending solution. [This assumes a cost of $81 
per hour for a 5-year seasoned commercial lender including 
benefits, a $45 cost per hour for the credit analyst including 
benefits, a $28 per hour cost per hour for a loan assistant 
including benefits and a $100 per hour cost for a senior 
approval officer including benefits.]
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MAPPING THE NEW PROCESS

As noted above, mapping the current loan process makes it easy to identify the labor hours and costs, along with the many 
inefficient loan steps. Then, using a process of whiteboarding, a new and more efficient loan process workflow is identified for 
implementation in the new enterprise lending solution. Technology can be targeted to complete the inefficient loan steps, such 
as creating loan and deposit information for credit memos. With technology and staff complementing each other, the process 
is faster, and underwriting will improve as staff spend more time focused on evaluating the important loan factors including 
cash flow, ratios, and overall risk rather than the keystroking and other manual tasks.

The most relevant efficiency gains are found in the earliest steps of the loan process, as these steps are time-consuming 
and performed by highly compensated staff, as noted earlier. For example, introducing a portal for clients and prospects to 
transmit documents to the institution is a simple and extraordinarily efficient addition to the loan process. Commercial lenders 
spending hours driving to and from the client or prospect’s office at a cost often above $81 an hour can be replaced with a 
portal at a minuscule transactional cost.

The diagram above illustrates how a final new workflow supported by a blend of technology and people can impact the 
economics of making a loan. Before enterprise lending technology, the institution is investing approximately 35 staff hours to 
produce the new loan, 10 hours for a loan renewal, and 5 hours for an internal review. By adding technology, labor hours are 
cut by more than half for a new loan, by two-thirds for a renewal, and by more than half for a renewal. A new loan blending 
technology and key staff takes 16 hours; a renewal, approximately 3 ¼ hours; and an annual review, about 2 hours.

https://www.abrigo.com/success-stories/signature-bank-of-georgia-gains-drastic-improvement-in-efficiency-by-automating-consumer-and-commercial-lending/
https://www.abrigo.com/software/client-portal/
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Focusing on the labor cost to make the new loan, the diagram illustrates the decline from $2,422 to $1,090 with the enterprise 
lending technology. Similarly, the labor cost of renewing a performing loan declines from $737 without technology to $303, 
and an annual review’s labor cost declines from $333 without technology to $253 with technology. 

It is important to note that the difference in labor cost doesn’t go directly to the institution’s bottom line. Our goal is to make 
the lending process substantially more efficient so lenders can make more new loans and manage larger portfolios, therefore 
creating more interest income. The labor hours saved is a good metric to identify the new capacity picked up by the institution. 

CONCLUSION

The return on investment for lending technology is dramatically higher than for a single commercial lender, yet many 
executives put off or pass on critical and significant efficiency gains as they struggle to assess technology ROI. Labor hours 
and costs involved in the current lending process, benchmarked against a new workflow supported by a blend of technology 
and people can help measure the efficiency gain and quantify ROI. The process of identifying current inefficiencies and 
mapping out an improved lending workflow will also reveal capacity for new revenue and improved customer experience, 
further clarifying returns. “

Additional Resources
Aite Group Report: Commercial Loan Origination: Evaluating Vendors That Hone the Tip of the Spear.

Infographic: Digital Lending and Credit Automation – Before and After

Whitepaper: SBA Lending: An Overlooked Growth Engine

https://www.abrigo.com/whitepapers/digital-lending-and-credit-automation-before-and-after/
https://www.abrigo.com/whitepapers/aite-commercial-loan-origination-report/
https://www.abrigo.com/whitepapers/digital-lending-and-credit-automation-before-and-after/
https://www.abrigo.com/whitepapers/sba-lending-an-overlooked-growth-engine/
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