
Disruptive Technology seems to be  
everywhere these days. This phrase has 
been bandied around by consultants, 

advertisers and individuals looking to distinguish 
their products and/or services from all the others 
with whom they are competing. However the 
definition of what this actually is or whether or 
not an organization should even be concerned 
about it is not readily acknowledged. In reality 
disruptive technology is only one part of a broader 
business methodology that is becoming the next 
new idea of how to succeed in business. The basic 
concept from which this term has emerged is a 
much broader idea that spans much more than 
just technology to encompass all types of product 
and numerous methods of business organization. 
It is known as “Disruptive Innovation”.

Fortunately there are those 
individuals who have the ideas 
and are willing to disrupt the 
status quo that will expand 
programs and process that will 
ultimately keep us moving forward.The Need for 
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Other types of disruptive innovations 
are easy to spot in today’s market 
place once you know what you 
are looking for.

The concepts behind disruptive in-
novation comes from a professor at 
the Harvard School of Business by the 
name of Clayton Christensen. Profes-
sor Christensen’s theory is based on 
the belief that businesses primarily 
focus their efforts on the innovations 
that are bigger and/or better than what 
they offer today. By doing so they re-
tain the most demanding and sophisti-
cated customers and accordingly their 
profitability. This idea of sustaining 
their competitive advantage Professor 
Christensen calls “sustaining innova-
tions”. One way to think of this is that 
sustaining innovations are just that, 
supportive of the market where they 
occur. Disruptive innovations on the 
other hand result in changes to those 
markets.  However, many times these 
companies fail to realize that while 
their focus is turned toward the bigger 

them. At this point customers look for 
other products, which fit their need. 
Companies providing innovations 
that fit these needs will then emerge 
even if the product itself has lower 
performance or fewer technological 
advances.    

One example Professor Christensen 
offers is that of Toyota. Once Toyota 
was able to reach the high-end au-
tomotive market they focused their 
efforts in developing products, which 
featured top of the line technology fea-
tures such as GPS and Wi-Fi access in 
order to retain these customers. While 
focused on this, new as well as older 
but smaller competitors, such as Kia 
and Subaru, began aggressively mar-
keting their own smaller, compact cars 
that were the original bread and butter 
of Toyota. These disruptive companies 
have now virtually taken over this 

market placing Toyota in the unenvi-
able position of trying to determine 
where their energies and resources 
should be placed.  

Other types of disruptive innovations 
are easy to spot in today’s market place 
once you know what you are looking 
for. Examples include the development 
of cell phones that overtook fixed line 
telephony; Community colleges re-
placing traditional four year universi-
ties while providing a higher education 
for a much lower cost; discount retail-
ers in both food and consumer goods 
and retail medical clinics replacing the 
more traditional doctor offices. 

These disruptive products are 
typically one of two types. One is that 
which is looking to appeal to the con-
sumers that do not need or want the 
high end products being offered. For 

example, the individual who has the 
need of medical attention for a small 
problem or just a flu shot. They do 
not want to schedule an appointment, 
wait for a doctor and then have him/
her have a nurse give you the shot. The 
second type is the consumer previously 
underserved or ignored by the current 
product or product line. Accordingly, 
an individual without a regular doctor 
may also want a flu shot but the process 
of locating a doctor, getting an appoint-
ment, completing all the paperwork 
and determining insurance coverages 
takes more time and effort than the in-
dividual can afford. By going to a retail 
medical clinic these issues are resolved 
and both of these customers are per-
fectly served by retail medical clinic.  

These disruptions do more than pro-
vide a broader offering or higher-level 
technology. Because they offer differ-

ent types of innovation, they tend to 
provide a different set of performance 
standards. Traditional performance 
standards included such facts as us-
age rates, products sold, pull-through 
rates and maximization of profitability, 
disruptive innovations set their own 
standards. Many of these standards are 
not ones that are readily appreciated 
by consumers or other companies, but 
help drive the disruptiveness of the in-
novation.  

Another element associated with 
these innovations is the disruptive 
nature of the associated fulfillment 
processes. Job functions may be radi-
cally changed with many previously 
individual jobs being merged into one. 
Workflows change due to the advent 
of the technology interfaces and em-
ployees may find that they are working 

sustaining ideas they unwittingly open 
themselves up to disruptions at the 
lower end of the product spectrum.   

Although these new innovative 
business ideas are not readily consid-
ered viable by large companies sim-
ply because they offer lower margin, 
smaller target markets and products 
that may not seem as attractive, the 
reality is that these perceptions are 
usually viewed in comparison to more 
standard performance measurements. 
As a result, they are often ignored and/
or overlooked by larger organizations 
thereby opening the door for other 
firms.  

This type of “low-end disruption” 
is defined by Professor Christensen 
as occurring when these high end in-
novations exceed the rate at which 
customers can fully utilize and value 



more independently and have a greater 
opportunity to express their own cre-
ativity as it relates to the position. All 
in all, these innovations truly disrupt 
numerous thoughts, ideas, products 
and performance measurements.  

Is the mortgage market vulnerable 
to this changing business model as 
well? The answer has to be, of course. 
We are not an isolated from ideas and 
changes that impact how organizations 
work and what they produce. What we 
aren’t aware of yet is what form these 
disruptive innovations and technology 
will take.  What we do know is that 
the focus of our products and services 
have taken a dramatic shift away from 
a more traditional approach of produc-
ing and servicing loans for the benefit 
of investors to become more focused 
on consumers that we work with and 
managing vendors who provide ser-
vices to us. Within these segments of 
the industry there are examples of this 
type of disruptive innovations. 

One of these is a new company 
called About Your Mortgage (AYM), 
Founded by Tim Allen, a long-time 
leader in production operations includ-
ing providing loan officer servicers to 
numerous consumers. He has devel-
oped and patented a program, which 
is called a “Method for Mortgage 
Customer Retention”. This program 
address the fact that consumers often 
make costly mistakes when attempting 
to refinance their current mortgages 
simply because they do not have all the 
facts they need to make an informed 
decision. Conversely, mortgage ser-
vicers have these facts but do not 
have the opportunity to compete with 
loan originators whose interest is best 
served by obtaining a new loan and a 
new servicer for the consumer.  

To address this issue, AYM pro-
vides a Web-based service that allows 
consumers searching for a refinance 
to click into their program. Once in, 
the consumer supplies the name of 
their current servicer and are then, if 
part of the AYM program, routed to 
that organization. From this point, the 
consumer answers a few simple ques-
tions which gets the process started 
and the servicer has the opportunity 

to identify jointly with the consumer 
how to address their needs. Overall the 
costs associated with this program are 
much lower for the consumer who is 
interested in a simple refinance trans-
action that should not take 30 to 60 
days to complete. While much of what 
occurs during this process seems obvi-
ous to mortgage lenders and servicers, 
the processes itself has not previously 
been developed most likely because it 
is not seen as a high profit opportunity. 

A second disruptive innovation that 
impacts the mortgage industry is one 
focused on the vendor/lender relation-
ship. While most lenders are concerned 
with ensuring that vendors provide the 
highest quality of product at the lowest 
price, few, if any are focused on those 
services that are seen as simply a cost 
of doing business. Quality Control ser-
vices are one such example.  

Because of the requirements of 
housing related government programs 
such as Fannie Mae, Freddie Mac, 
FHA and VA, lenders are required 
to have a quality control program in 
place. Based on the dictates of these 
entities, these programs must perform 
various services associated with deter-
mining if the products produced meet 
the specifications required by the un-
derwriting guidelines. While lenders 
may choose to maintain this program 
internally, a large percentage of them 
use the services of external vendors.  

The barriers to entering this service 
are few; basically all you need some 
basic knowledge of how conducting 
reviews and a document to collect your 
findings. As a result, there are numer-
ous companies offering these services 
and more entering the market every 
day. Of course with such an appar-

ently simplistic process it is difficult, 
if not impossible for companies to 
differentiate themselves in the mar-
ket.  Furthermore, most executives, 
the intended recipient of the informa-
tion derived from this review program 
typically find little actual value. As a 
result, the only differentiator is price 
and as a result success in this endeavor 
means winning the race to the bottom. 
At the end of the day, there is virtually 
no way for lenders to ascertain and/or 
quantify the return they receive from 
this product.  

There is now a company looking to 
change that. Mortgage True View is 
in the process of introducing a prod-
uct that will allow Quality Control 
companies to quantify their value and 
compare themselves to other market 
participants. This program will give 
lenders the ability to evaluate the ven-
dor and/or internal program they are 
using and determine the actual return 
they are receiving on their investment 
in quality control.  

The program, currently entitled QC 
View will collect performance data 
from clients who participate in the pro-
gram. This data will then be standard-
ized based on quantitative measures 
traditionally associated with an ROI 
measure.  Additional elements associ-
ated with QC services will also be in-
cluded in the display. Companies that 
sign up for the service will have their re-
sults available for their clients and will 
be able to demonstrate the effectiveness 
and value of their service.  Companies 
who sign up will have the ability to look 
for a value-added vendor that best meets 
their needs as well as determine the best 
approach to having this requirement 
completed, either in-house or externally.  
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The company further envisions that 
through the use of this service com-
panies will be able to create a stan-
dardized documentation of the types 
of issues found in files, a standard of 
capacity and quantify the errors most 
commonly associated with default and 
repurchase. This collection of data will 
add to the lender’s ability to value the 
services provided by either an internal 
or external quality control process.  

Of course there are other disruptive 
ideas currently under consideration 
by members of and providers to the 
industry. Knowledge-based disruptive 
analytics is one that has been emerg-
ing over the past several years and is 
seen by the regulators as an excellent 
way to identify those organizations 
that fail to meet expectations when it 
comes to compliance with new and/
or existing regulations. The fact that 
these ideas, data and technologies are 
developed to serve an underserved 

market lends itself to the industry and 
regulators concern about homeowner-
ship opportunities. How long will it 
be before builders begin to produce 
homes without all the added features 
that result in unaffordable homes and 
begin to streamline the production of 
homes customized to individuals and/
or families based on their needs alone?  

The idea of disruptive innovations 

may have been something many lend-
ers, their customers and vendors have 
never considered, being content to let 
the products and processes flow as 
they have for some time. Fortunately 
there are those individuals who have 
the ideas and are willing to disrupt the 
status quo that will expand programs 
and process that will ultimately keep 
us moving forward.v

Five Brothers Gives 
You The Green Light 
On HUD Compliance!

www.fivebrms.com • 855.552.8020

Property  Preservat ion  •  Inspect ions  •  Va luat ions  •  REO Asset  Management  •  Hazard  C la ims Management

Hit the road to worry-free FHA property conveyance compliance – no red lights, 
no detours, no obstructions. With 45 years of FHA experience, plus innovative, 
field-proven technologies, Five Brothers puts you in the driver’s seat. 

•  Reduced Penalties – through our compliance-trained nationwide 
  field service team
• Lower Costs – with advanced Bid Validation technology
• Greater Peace of Mind – with automated HUD P260 bid data entry
• Error-Free Results – through our ClaimSys™ HUD claims processing system

Experience the Five Brothers difference… stronger results from the ground up.™

About the Author
Barbara Perino is a Certified Professional Co-Active Coach 
guiding her clients who are executive leaders and their 
staff. Barbara has been trained through The Coach Training 
Institute (CTI) located in San Rafael, CA. She completed 
a Coaching Certification Program through CTI and the 
International Coaching Federation (ICF). Prior to becoming 
a coach, Barbara was a 16-year veteran of the residential 
mortgage industry in a national sales management 
capacity for property valuation and residential mortgage 
service providers.


