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Abstract:  We propose a simple model that includes fairness of protected classes in credit risk-scoring decisions. The protected classes of credit or loan applicants may be members of different minority, racial or ethnic groups such as Caucasian, Black, Latino and others. The overall population composition of the classes may be known in a stream of applicants but not the class identity of individuals or scores. A measure of fairness is proposed that includes the divergence of those individuals approved for credit from the class composition of the applicant stream. Under the assumptions of the model, efficient frontiers are derived for tradeoffs between expected profit, expected volume and Fairness. Although there are certain conditions and constraints where no feasible solution exists, the general form of the frontier yields a 3-D trajectory or surface that quantifies tradeoffs between partial fairness, reduced expected profits and reduced volume of business. The efficient frontiers can differ significantly from those obtained in the absence of a Fairness objective.

