
Process ImProvement - By tony GarrItano

We Are Not Alone
While many are feeling a bit bullied by the federal government, it’s important  
to understand that government isn’t singling us out.

Is the government over-regulating mortgage? Are politicians scoring political points by taking shots 
at our industry? We’ll see if the industry truly becomes over regulated. My guess is that new 
regulation is having an unintended consequence. What do I mean? Lenders are automating more to 

comply and I believe that’s a good thing.
Are politicians using new mortgage regulation to score points? Politicians are always trying to score 

political points, I don’t see anything new there. However, I think it’s important to see if the politicians 
are truly picking on or us or just trying to get us to do the right thing.

Let’s look at the healthcare industry. The government is currently providing financial incentives to 
get doctors and hospitals to embrace electronic medical records.  If doctors do not go fully electronic 
within a certain timeframe the carrots now being extended by the government will turn into sticks. 
Reimbursements will be curtailed if doctors don’t automate.

Health Administration Press reports that even though EMR systems with computerized provider 
order entry (CPOE) have existed for more than 30 years, fewer than 10% of hospitals as of 2006 have 

a fully integrated system. We could say the same about 
electronic mortgages in our industry. The technology 
isn’t new, but very few e-mortgages are being done.

Further, the National Center for Health reports that 
in the United States, 38.4% of office-based physicians 
said that they were using fully or partially electronic 
medical record systems (EMR) in 2008. However, the 
same study found that only 20.4% of all physicians 
reported using a system described as minimally 

functional and including the following features: orders for prescriptions, orders for tests, viewing 
laboratory or imaging results, and clinical notes.

Again, this sounds very familiar. Lenders think because they image that they’re high-tech. It just 
isn’t the case. It’s a step in the right direction but it’s a far cry from where the mortgage industry needs 
to be if it is to truly perfect the process for borrowers looking to buy a home and for investors looking 
for more transparency within the actual process of lending.

So far the government has not gone as far as to provide lenders with financial incentives to automate. 
The government has also not punished those lenders that still cling to paper.

In response, most lenders express a sigh of relief instead of looking proactively at how they can 
further automate the process. Why aren’t more lenders looking to a fully automated future? The 
most common argument I hear is that to automate would create too many problems with regards to   
consumer protection. Lenders say they have too much sensitive information about the borrower that 
has to be secured and protected. I wonder how storing that sensitive data on a piece of paper that many 
people see and can alter makes for a more secure process. That same piece of paper will be stored in a 
warehouse or vault that can be tampered with or destroyed. Floods, termites, rats, anyone?

Now, let’s draw a comparison to the medical field. Is the data contained in a mortgage more sensitive 
than the personal data a doctor holds on you? According to the LA Times, roughly 150 people (from 
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doctors and nurses to technicians and billing clerks) have access 
to at least part of a patient’s records during a hospitalization, 
and over 600,000 payers, providers and other entities that handle 
providers’ billing data have some access. In order to make this 
process more secure the government is saying doctors have to 
automate, yet many lenders somehow argue that these same 
principles do not apply to the business of mortgage lending. 

What makes mortgage different? Lenders say they don’t want 
their name in the papers saying that they lost so many electronic 
files. Guess what, it’s just as easy—I would argue easier—to 
lose a piece of paper.

The National Archives and Records 
Administration tells us, “Doctors 
are on the hook for safeguarding the 
information they deal with as well. 
In fact, by law under data protection 
legislation, responsibility for patient 
records (irrespective of the form they 
are kept in) is always on the creator 
and custodian of the record, usually a 
health care practice or facility. The physical medical records are 
the property of the medical provider (or facility) that prepares 
them. This includes films and tracings from diagnostic imaging 
procedures such as X-ray, CT, PET, MRI, ultrasound, etc.”

Further, he Health Insurance Portability and Accountability 
Act came into being in 1996 to ensure the rights of patients. 
Title II of HIPAA defines numerous offenses relating to health 
care and sets civil and criminal penalties for them. It also creates 
several programs to control fraud and abuse within the health 
care system. The HIPAA Privacy Rule regulates the use and 
disclosure of certain information held by “covered entities” 
(generally, health care clearinghouses, employer sponsored 
health plans, health insurers, and medical service providers that 
engage in certain transactions.)

Why is this important? More people touch a medical record 
vs. a mortgage and there is stiff regulation detailing that doctors 
must deal with the information they have dating back to the 1990s, 
yet the government is saying to doctors that they must automate. 

In mortgage we do not see the government taking such a hard 
stance yet most in the mortgage industry today think that they 
are somehow being singled out or picked on.

Maybe the government should take similar action when it comes 
to mortgage. Change is not bad. Change is going to happen.

 Even if you have a stellar process, which we all know is not 
the case when it comes to mortgage, it still deserves a second, or 
third, or fourth look. 

There’s a common phrase that says the only constant in 
life is change. I don’t think that’s bad. If you don’t change you 
become stale and outdated. I fear that is in fact what has already 
happened in mortgage. The process in some cases is already 
outdated and stale.

Let’s also think about what happens to those that don’t 
change. Oxford University Press reported that across the 

developed world, almost 90% of lung 
cancer deaths are caused by smoking. In 
the United States, smoking is estimated 
to account for 87% of lung cancer cases 
(90% in men and 85% in women). Why 
do I bring these statistics up? Smoking is 
a bad. Those that don’t break themselves 
of this habit risk death. 

In mortgage the bad habit that needs to 
be broken is a reliance on paper. I’m not 

sure any lender would tell you that a day when the full e-mortgage 
becomes mainstream is not coming. Everyone admits that 
automation is the future, yet not enough is being done to get there. 

Maybe the question isn’t whether the government needs to take 
a stance on getting the mortgage industry to automate its processes, 
maybe the question is: Why haven’t mortgage lenders done it on 
their own already? Perhaps the federal government should take 
a harder stance on moving the mortgage industry to automate. 
Maybe the government should push the industry harder.

Personally, I don’t think you can litigate common sense. 
Lenders will get there. However, they need to take a hard look at 
what they do today and actually improve it. Every lender thinks 
their process is so advanced, but in actuality there is always more 
that can be done.

Moving toward a more automated process in the face of new 
regulation, tighter profit margins, the need to be more efficient, 
the reality that you have to do more with less, the knowledge 
that the consumer is demanding more, just makes sense. I think 
lenders get that message, but unfortunately I don’t think enough 
are acting on it. 

So, let’s all roll up our sleeves and get to work on moving 
toward a more automated, trusted, transparent mortgage process. 
After all if the doctors can do it, so can we. ❖

Tony Garritano is Chairman and Founder of PROGRESS in Lending. As a speaker Tony has worked hard to inform 
executives about how technology should be a tool used to further business objectives. For over 10 years he has worked 
as a journalist, researcher and speaker. He can be reached via e-mail at tony@progressinlending.com.
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