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The 2008 financial crisis almost brought the world’s economy to its knees. It pushed the world’s banking system towards the edge of collapse. Tim Worstall, in one of his articles written in Forbes Magazine, notes that the root cause of the 20008 financial crisis was a failure by banks to manage risk, to understand financial products and to embrace transparency in the banking system (Worstall, 2014). Mihir Desai, a professor at Harvard University Business School and Harvard Law School, also puts into perspective the things that may have led to this financial crisis of 2008. Desai makes us understand stand people had many options to take mortgages during this period in time. Therefore, most of them went into debt that they were obligated to pay but never committed to paying the debts. The availability of cheap credit which gave borrowers option one the number risk-factor leading to the financial crisis. 
There was borrowing on a huge scale prior to this crisis. The gap between incomes and debt then started to widen some years before 2008. This was as a result of the rise in energy prices on the global market, leading to an increase in the rate of global inflation. Since many borrowers struggled to repay mortgages, property prices started to fall, leading to a collapse in the values of the assets held by financial institutions. The human factors at play include the commitment and obligation to pay for the borrowed mortgages. Desai notes that commitment and obligation are two important human factors in the field of finance. A debt is all about commitment. And in the events leading to the financial crisis, borrowers struggled to repay mortgages and were no longer committed to doing so. Therefore, the crisis can be attributed to human action and inaction. It was the inability of officials and banks to foresee risks that were building prior to this crisis. They were unable to see the country’s uncontrollable spending and ineffective financial regulation which led to this crisis. Moreover, borrowers were not committed to paying debts owed to financial institutions.        
Since many financial crises have been experienced over the past decades, it is important to put in some measures in order to avoid future occurrences of this crisis. First, it is important to increase transparency in the financial system. Transparency is a key component in the proper functioning of markets. Jean-Claude Trichet, who was the President of the European Central Bank during the 2008 financial crisis, said that transparency in the financial system can help reduce the scope for “herding behavior” and contagion (Trumbull, 2008). Therefore, it is upon regulators to strengthen reporting requirements for unregulated institutions which play a crucial role in systemic stability. Moreover, it is important to address the issue of excessive focus on short-term returns. It is evident that modern financial systems emphasize on the need to make returns in a short period of time. The focus on short-term returns is a risk in itself since it encourages excessive risk taking on relatively small amounts of capital. 
Therefore, the system should establish the right incentives for those who participate in the market, including the use of appropriate internal compensation schemes. Other measures regard to macroeconomic policies. Discipline needs to be instilled in making macroeconomic policy for all those who participate in the global economy. Countries should embrace policies that gear for stability and sustainability in both medium and long term. The International Monetary Fund should be an advocate for ensuring such policies do not harm some countries while they benefit others. In general, the financial system should embrace working around the principles of transparency and accountability, responsibility, integrity and international co-operation in order to avoid future financial crisis. 
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