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“What were the critical mistakes and deficiencies in the account we have just
reviewed? The media, participants, and politicians have put forth a host of favorite
culprits, usually shifting blame to someone else: MBSs, rating agencies, excessively
compensated CEOs, CDSs, deregulation, greed, mark-to-market accounting, predatory
lenders, repeal of Glass-Steagall, hybrid ARMs, short selling of bank stocks, borrower
fraud, dishonest mortgage brokers, inadequate consumer protection for financial
products, and so on. It would take a lot more time than I have to try to deal with each of
them, and it’s probably unnecessary. Some are minor or even irrelevant to the cause of
the crisis, whatever their independent merits, but I will try to take up the more salient
in three broad categories: defects in financial products, defects in risk management, and
defects in government policy” (Scott, Shultz, and Taylor eds. Ending Government

Bailouts, Hoover Institutions Press, 2010, p.300) .
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