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ThoughT
LeadeRshiP … 

Where are The 
innovative ideas?

If there is a theme that has emerged in recent months it is 
the belief that this industry needs more leadership. While 
there are those whose ideas of new leadership is “repeat the 
old, only do it smarter this time,” there are others who say 
the old way has to go. And while some want to blame our 
struggles on political leaders and new regulations, many are 
saying it is time to move forward, accept our responsibilities 
and reconfigure how we do business. So let’s do it. Let’s 
change. But, we ask, change to what? Is there a better way 
to manage this business? Is there a business model that 
would be better for the consumer and still provide a healthy 
profit for investors and lenders? If so, where do we find it? 
Who is going to tell us what to do? What we really need is 
some strong thought leadership.

What is thought leadership and who exactly are thought 
leaders? According to Wikipedia the term “Thought Lead-

ers” is business jargon for an entity that is recognized 
by peers for having innovative ideas. Yet there are 

numerous examples of individuals who provide 
concepts and ideas that can be applied to most 
if not all industries. Several examples of this type 
of innovative thought leadership are found in the 
information provided by Wikipedia itself.  

Example 1: The Shamrock Organization. Charles 
Handy is an Irish author/philosopher specializing 
in organizational behavior and management. His 
most recent “thought” on organizational design 
is what he calls the Shamrock Organization. This 

organization is structured like a Shamrock com-
prised of critical, but semi-independent areas. First 

is a core of essential, highly trained executives who 
create the vision, objectives and practical operational 

activities. They are charged with monitoring and improv-
ing when necessary. This executive group is supported by 

a smaller specialized work force, including consultants and 
others with specialized knowledge and training, which is 
hired as needed to perform specific functions and activities 
of the organization. Finally there is the contingent workforce 
hired to perform routine jobs. These are typically temporary 
and part-time works with very routinized assignments that 
can be added and deleted as required.

According to this organizational model success depends on 
three things:

Innovative leadership changes the way things are done; identifies 
innovative ideas or encourages and rewards staff for promoting 
these innovations. Innovation requires taking risks that may or 

may not provide the expected level, or any level, of reward.



1. The ability to specify with 
precision what is to be 
provided; specifically what 
tasks are to be completed and 
how are they to be done.

2. The ability to measure what is 
actually supplied versus what 
was specified to be supplied.

3. The ability to make adjustments 
if specifications are not met. 

When these concepts are in place, 
the Shamrock organization can func-
tion very efficiently. 

What? You don’t think this is ap-
plicable to mortgages? Well, what are 
brokers? How many consultants do you 
use on a yearly basis? And what about 
contract underwriters? Are they not a 
contingent workforce that perform rou-
tine tasks that are added and deleted as 
needed? This conceptual organization 
management, whether acknowledged 
or not, is active in our industry today. 
While we didn’t initially define the 
ideas, there are individuals who have 
adapted a representation of these con-
cepts in a meaningful way to mortgage 
lending business models. We have yet 
to complete this adaptation because so 
far we have failed to establish how we 
measure what is supplied against what 
is required as well as implement meth-
odologies that make the adjustment 
process as smooth as possible.  

Example 2: The Endogenous Growth 
Theory. A second idea that is making 
its way into business models is the En-
dogenous Growth Theory. Developed 
by economist Paul Romer, this theory 
holds that economic growth is primar-
ily the result of internal action, such 
as investing in human capital, innova-
tion and knowledge. The theory also 
focuses on positive externalities and 
what he calls “Spillover Effects” from 
a knowledge-based economy. This, he 
believes is what will lead to economic 
development. Basically he has devel-
oped an economic theory contrary to 
popular thought that says that growth 
comes from external forces and poli-
cies which embrace openness, compe-
tition, change and innovation will have 
little or no impact on economic growth.

Once again you don’t think it applies 

to mortgage lending? Well how many 
companies refuse to take time to train 

staff? How many force individuals to 
take outside classes and seminars at 
their own cost and on their own time? 
While there is a significant amount 
of training and growth opportunities 
within this area, what are the atten-
dance levels? And is our growth what 
it could be? Are there any truly inno-
vative ideas that are transforming the 
industry? Is that because we have not 
invested in human capital, innovation 
and knowledge?

In addition, how many companies 
provide a forum for individuals to rec-
ommend or implement new ideas or 
concepts with no fear of reprisal if they 
fail? Most companies see these op-
portunities as “taking an unacceptable 
risk” and avoid them rather than plan-
ning for the risk and taking the chance 
that they will succeed. Where would 
we be today if some of these innovative 
ideas had never been acted on? Would 
we even have national lending compa-
nies? Prudential Home Mortgage took 
the chance in 1985 that given the op-
portunity to make a phone call to apply 
for a mortgage, borrowers would and 
in turn the company would generate 
business. They invested a lot of money 
into the concept and it worked. Now 
nearly every lender has some type of 
electronic outreach to attract borrow-
ers. We haven’t seen this level of in-
novating- thinking since.  

Example 3:  Quality Function De-
ployment. Six Sigma devotees are 
already familiar with this concept de-
veloped by Minoru Makihara. The un-

derlying premise is that in order to pro-
duce products that meet the customer’s 

requirements, we need to understand 
the requirements and build the process 
around them, not the process that we 
have always used or that is already in 
place. It is a methodology to transform 
user demands into an operational de-
sign, with subsystems and component 
activities involved in the production of 
the product. It focuses on characteris-
tics of the product and/or service from 
the viewpoint of the market segments 
and transforms customer needs into 
production and test methods to produce 
a specific product/service while simul-
taneously setting quality targets for that 
product or service.   

The ideas put forth by this thought 
leader have been adopted by every in-
dustry except ours. This exclusion from 
sound production theory is not because 
we don’t know about it. We have heard 
of numerous attempts at introducing 
“six-sigma” into the industry yet have 
never heard of anyone’s success in 
achieving this level of “quality.” One 
of the primary factors is resistance by 
the “old school” leaders who think 
what we have today is good enough. 
This program would cause a redefini-
tion of production and the traditional 
QC process. There would be costs, 
training and specialization of functions 
involved, but imagine the pain and 
losses we could have avoided if the 
loans we had sold into the secondary 
market from 2003 to 2008 actually met 
their specifications.  

In all of these innovative ideas from 
various recognized thought leaders, 

While some want to blame our struggles 
on political leaders and new regulations, 
many are saying it is time to move 
forward, accept our responsibilities and 
reconfigure how we do business. 
So let’s do it. Let’s change.



there is a constant consistent message. 
This is: Specify your production re-
quirements, Measure if you meet the 
requirements and Change if you don’t. 
Interesting enough, this is exactly what 
the new regulations require and what 
examiners expect to see when they visit 
your organization. 

Do we have thought leaders in our 
fi eld? Yes we do. They may not be as 
sophisticated as the individuals dis-
cussed here, but they have new ideas 
that could greatly change the way we do 
business. These concepts and thoughts 
could greatly reduce the costs associ-
ated with the way we do business and 
reduce the regulatory burdens we all 
bear. In many ways we are all thought 
leaders, but it is not easy. The task of 
and the risks associated with thought 
leadership are many and working and 
thinking in this manner has not been 
inculcated into us. Jan Phillips, the au-
thor of The Art of Original Thinking, 
the Making of a Thought Leader, sums 
it up her book by stating 

“…those who came before us did the 
best they could do, educating us to con-
form, to honor tradition, to study and 
sing and recite the appropriate creeds, 
anthems and pledges. The instruction 
was never how to think but what to 
think. Millions of us grew up believ-
ing everything we were told by people 
we trusted, abdicating our power to 
the proper authorities and allowing 
our own creative powers to atrophy. 
Only now it is becoming clear to us 
what happened and what a distance 
we must travel to rediscover and re-
awaken our own originality.” 

So where are these thought leaders 
and why haven’t we heard from them 
before now? Just as was stated above, 
they are overwhelmed by the magni-
tude of the conformity, traditions and 
instructions in which they matured in 
the industry. One vivid example is the 
ideal industry leader. One prevalent 
thought is the current thinking. While 
there are an abundance of articles and 
interviews on leadership, they tend 
to a primary theme, which states that 
“The way we have done business in 
the past was fi ne. It was just a few bad 
apples that caused all the problems 
and they are gone.” Well maybe the 

way we did business in the 1970s and 
1980s was fi ne for that period but do-
ing the same thing today is not. Just 
asking someone to step in front of a 
podium and reiterate the same tired 
platitudes to make everyone feel 
comfortable where they are today, is 
not leadership. Extolling the business 
acumen of individuals who were bra-
zen enough to sell their organizations 
quickly when the end was in sight is 
not good leadership. The reality is we 
messed up. We got too enthusiastic 
about the opportunities before us and 
overplayed our hand. But leaders who 
tell us we are “OK, just keep going” 
are not doing us any favors.  

What we need is some deep thought, 
some conceptual thinking; some futur-

istic ideas of how to make this industry 
better. When initially discussed these 
ideas will most likely be theories, or 
“half-baked” ideas of how we can use 
technology better and/or do things dif-
ferently. They may combine some of 
the other ideas we have talked about 
in this article or include concepts from 
other thought leaders. But whatever 
they are, they will have the potential to 
be better than what we have today. All 
we need is the courage and strength of 
a leader to step up and promote them. 
These leaders take thoughts and turn 
them into realities for the betterment of 
the whole industry.  

So how do we get started? Well one 
common way is to incubate new ideas 
and discuss them in small groups. Being 
involved with many creative women in 
this industry, we have started such an 
incubator with four other women. This 
group will be pondering ideas and new 
concepts for induction into the industry 
with the goal of better quality, lower 
costs and less regulation. So, if you are 
interested in really changing the way 
we do business, or have some ideas 
that you have pondered and worked 
over, you may be a thought leader. We 
need you. Even if you do not consider 
yourself one, maybe you want to start 
your own incubator of ideas. However 
you chose to support thought leader-
ship, let’s move forward and make 
some change. ❖

In many ways we 
are all thought 
leaders, but it is 
not easy. The task 
of and the risks 
associated with 
thought leadership 
are many.
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