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19the seventh-best paid CEO. In addition to their inflat-

ed salaries, high-level CEOs received pension bene-

fits worth millions, extensive salary perks, and

termination contracts granting benefits up to $200 mil-

lion, even for CEOs who had failed to reach their per-

formance goals. With incentives like these, together

with the large amounts of money available for loans,

it is no wonder that the standards for granting credit,

determined by the top bank executives, became lax. 

In 2001, the Texas company Enron filed for bank-

ruptcy protection. In a matter of days, what was then

the largest corporate fraud in the history of the United

States was uncovered. The response of the authori-

ties to this scandal was the passage of the Sarbanes-

Oxley Law, which revolutionized on a global scale the

concept of corporate governance. The losses that En-

ron suffered were, however, miniscule compared to

the consequences of the current mortgage crisis. 

In his inauguration speech, U.S. President Barack

Obama referred to the current crisis as “a conse-

quence of greed and irresponsibility on the part of

some.” He also stated that this “has reminded us

that without a watchful eye, the market can spin out

of control.” We can be sure that soon the U.S. ex-

ecutive branch will send various regulatory bills to

Congress. If the authorities want to get to the root

of the problem, such bills should focus on regulat-

ing standards for establishing credit policies. They

should also propose rules to prevent conflicts of in-

terest among decision makers and to establish re-

liable standards for the valuation and rating of both

companies and credit portfolios. Finally, as a coun-

terpoint to the school of thought of Alan Greenspan,

regulations should be issued for oversight of invest-

ment banks (among other institutions), which—even

though, as institutional investors, are aware of the

risks they may be taking, unlike the public investor—

need to be regulated in order to not commit cer-

tain “errors of judgment” based on the false

assumption that they are “too big to fail.” •
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Von Wobeser y Sierra, S.C. provides profes-

sional services in all fields of law with the
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some minor areas of commercial and civil

court litigation, with particular emphasis on

the following:
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