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There is no one-size-fits-all solution available in the market, but 
rather there is a fits-all solution.

A lender’s size and overall objectives will determine the type of outsourcing strategy 
used, but every lender, large or small, can experience benefits from outsourcing. 
Credit unions, community banks, regional lenders and megabanks all make 

equally viable candidates for outsourcing, but each will be looking at a sourcing 
strategy from different perspectives with distinctive needs based on individual 

market segments. 
Outsourcing benefits a community bank in scenarios where mortgage 

may not be the “core” business focus but viewed more as an additional 
service to customers. In the smaller operational environments of 

community banks, the decision must be weighed between 
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bearing the cost of a building and 
maintaining mortgage origination 
infrastructure, or not offering mortgage 
products and running the risk of losing 
their customer base because the customer 
went to a large bank for a mortgage and 
was also offered checking and investment 
products. In this operational environment, 
mortgages typically represent a modest 
portion of business, so a viable option 
would be to implement an outsourcing 
strategy. 

The PerfecT choice

The ideal strategy for a community 
lender would be built around end-to-end 
mortgage fulfillment in a private-label 
format with a variable-cost model. A 
variable-cost model provides services to 
lenders on a “per use” basis rather than 
the traditional fixed cost associated with 
maintaining an operations infrastructure. 
The benefit of migrating from a fixed 
cost model is obvious given the volume 

fluctuations the market has seen over 
the past two years; you only incur 
operational cost when actual mortgage 
activity takes place. Using this strategy 
can achieve a much lower cost point 
for mortgage fulfillment in one holistic 
solution rather than maintaining a 
mortgage infrastructure internally for 
what may amount to 50 (more or less) 
loans per month across a community 
branch network.

Taking this potential one-step 
further, outsourcing providers can 
also combine fulfillment services with 
a loan origination system to create a 
complete platform solution in a cloud 
environment. Using both fulfillment 
services and technology, banks can 
not only reduce cost, but truly create 
an automated workflow that improves 
overall customer experience while still 

reducing cost over a traditional in-house 
model. Automated systems also reduce 
the number of physical hand-offs which 
lowers the risk of expensive mistakes. 
Packaging services with technology in a 
platform solution enables smaller market 
lenders the ability to take advantage of 
enterprise technology with none of the 
upfront cost traditionally associated 
with implementing and maintaining the 
technology. 

The comPliance facTor

One additional item that has not been 
brought up to this point is the increased 
regulatory compliance involved with 
mortgage operations. Many community 
banks do not have the resources to 
manage and implement the growing 
number of regulatory changes impacting 
both the origination and the servicing 
side of the industry. As more legal 
reforms come into play, lenders must 
continually monitor the changes and 

author plans to comply with the changes, 
which involves time, effort and training. 
Outsourcing providers can manage this 
burden for lenders, and often maintain 
full-time, highly qualified compliance 
staff to ensure that new regulations are 
implemented into the lending process 
efficiently. 

Unlike community banks, regional 
banks, or “mid-tier” banks, usually have 
the mortgage infrastructure in place 
complete with their own technology and 
staff, but may have a need to improve 
process efficiency, increase capacity 
or simply reduce operational cost to 
recapture some margin loss. An end-to-
end strategy might meet the objectives. 
However, a more suitable outsourcing 
strategy would be an integrated approach; 
the lender performs step A, vendor 
handles step B, lender performs step C, 

and so on. In this scenario, the regional 
bank remains in the core functions of the 
fulfillment process, but it uses outsourcing 
to augment and expand its capacity, 
lower costs and improve customer 
service. Again, the primary objectives 
here are a bit different than those of the 
community bank. In this strategy, the 
mid-tier bank uses outsourcing as an 
extension of existing resources to work 
as part of a collaborative team and as a 
cost reduction strategy.

Think long Term

Outsourcing in this environment provides 
a comprehensive, long-term solution 
rather than simply being a low-cost 
quick fix. A well-built “right-sourcing” 
model, which integrates both domestic 
and global outsourcing, can also enable 
lenders by using experienced staff 
and an expanded work day to improve 
production delivery. By using a global 
back-office strategy, operations can now 
continue past the normal 5 p.m. end-of-
business time and continue on through 
the night. In this scenario, higher cost 
in-house staffing, such as underwriters, 
are now able to increase productivity 
by integrating sub-functions to an 
outsourcing vendor. Generally, costs can 
be reduced by 30 percent or more when 
utilizing outsourcing with an existing 
infrastructure depending on the scope of 
the engagement.  

Finally, the megabanks are typically 
focused on outsourcing to provide a pure 
cost and capacity advantage. These large 
national lenders are most likely candidates 
for traditional outsourcing models that 
use a large back-office operations team 
from an offshore facility. Their requests 
are more centered on needing a specific 
number of people at a particular rate. 
Like the mid-tier banks, megabanks use 
an integrated outsourcing approach, but 
unlike mid-tier banks, it is usually built 
purely around an offshoring model.

Another benefit to all lenders comes 
from using a mature outsourcing vendor 
as virtual consultants on the outsourc-
ing strategy itself. Reputable outsourcers 
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Many community banks do not have the 
resources to manage and implement the 
growing number of regulatory changes.
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have professional team members with 
diverse mortgage backgrounds. Provid-
ing focused advice, these “consultants” 
can deliver industry expertise to lenders 
on best practices in imaging integration, 
process workflow, compliance, and out-
source engineering among other topics. 
The vendor can be used to guide the bank 
leadership through difficult projects and 
the decision-making process to build a 
solid outsourcing strategy that will meet 
the lender’s specific objectives. 

The road ahead

As the mortgage industry continues to 
move forward, outsourcing is a vehicle 
for lenders to stay ahead of the curve. 
In today’s competitive market, banks 
and lenders of all sizes must be open-
minded and become educated on various 

outsourcing strategies to make the most 
informed decisions. Lenders need to take 
the time needed to understand what their 
needs and objectives are and perform the 
due diligence with a vendor partner who 
can truly benefit their business. There is 
no widget-in-a-box solution that can fit 
every lender’s needs, but every lender 
can benefit greatly from outsourcing in 
some way based on its unique issues, 
challenges and problems. 

In today’s market, businesses operate 
in a global economy and this trend 
will continue to grow; going back to 
an in-house economy is not an option. 
Regardless of the personal emotions 
around the topic of outsourcing, to remain 
competitive, every leader in the lending 
space should investigate outsourcing as 
a strategy. Who knows, this could be the 
key to taking your bank to the next level 
in efficiency and growth. ❖

Jon Cleaver is the Practice Head of Mortgage Services at Wipro 
Gallagher Solutions, which provides cost-effective, end-to-end loan 
origination technology and rightsourcing to financial institutions. WGS’ 
lending technology and fulfillment processing solutions enable users to 
reduce costs and streamline workflows and business practices. For more 
information, visit the company’s website at http://www.gogallagher.
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