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Elective Fees - Do They Work?

 business customers customer experience customer retention

Summary: Customer fees are a good source of revenue for financial institutions.

But, can elective fees work?

After a number of years, cell phones seem to get clogged with apps and other tracking devices that slow down

performance. People keep their phones for about 4Ys, so this is critical. One easy idea is to periodically back up

pictures and videos to free up space and boost performance.

As you check your phone to see what you might be able to do to boost performance, we note that banks have

done all sorts of things to boost their performance as well. We share some recent efforts by Aspiration that

really caught our eye here.

Aspiration prides itself on being customer-centric and socially conscious. It has developed a model where

customers decide the fee to pay, if any, for services rendered. It could be the high-interest banking services,

sustainable investments, no-fee IRAs or other products. Customers are given a guideline to help them decide,

but it's their choice. We are not sure how this works and how much they make, but the concept is similar to a

museum that allows entry to all, with an optional suggested donation amount. For any extra banking services,

such as a wire transfer, Aspiration reportedly charges customers what it costs them to provide it.

To be sure, customer fees are a good source of revenue for banks, but some might also be intrigued by this

approach. After all, younger customers don't pay fees easily on much, so perhaps moving that way or tinkering

is something to weigh.

Maybe customers will even appreciate your efforts so much that you'll make up in volume what you've lost in

fees. Discover, for instance, said recently that it is dropping fees from its online checking and savings accounts

for things like insufficient funds, excessive withdrawals and stop-payment requests. Other more fintech brands,

Chime, Sofi Money and Simple have publicized no-fee banking accounts as well.

In Aspiration's case, customers select their initial fee and they can change it whenever they want and however

often they want. There is no difference in fees based on the size of the account. Aspiration then donates ten

cents of every dollar to charities and the remainder of the fee goes to running the company.

In thinking through the pros and cons of such a model, we can't help but think about the failed attempt by the

Panera chain restaurant to implement consumer-selected prices. At its heyday, Panera Cares had five locations.

In the end, however, it seems the model wasn't financially viable, and the last store of this type was shuttered

earlier this year. Reportedly, customers were abusing the system and some customers complained about not

feeling welcome, especially if they couldn't or didn't want to pay the suggested donation amount.

Despite this failure, we still see some merit in what Aspiration is trying to do. After all, no one likes to pay hefty

fees and it could be a customer-winning endeavor for banks that position themselves as sensitive to that fact.

If customers really are willing to pay some fee (as Aspiration has reportedly found they are), then the

economics could work out if the volume is sufficient.
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We're not saying this model would be prudent for every bank, so tread carefully because you know your

customers and your community best. Ultimately it is just one more thing for your team to think about to decide

what is best.
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