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about to whom and under what conditions they were willing to lend. Here, as in many other 
economic-policy arenas, ensuring democratic legitimacy requires transparency and commitment. 
In addition, the emphasis on systemic risk and "macroprudential" policies makes it necessary to 
amend central banks' mandate. Although there is no agreement on how best to organise the 
various components of financial and monetary policy, we favour the "one-roof" model, in which 
the central bank has the dual objective of price stability and financial stability. Meeting these 
goals requires central banks to be both a transparent LOLR and a macroprudential authority with 
appropriate tools. 
Institutional constraints will lead to variations in this model across countries. In some (possibly 
many) cases, several authorities will share responsibility for financial stability, making 
coordination and full accountability essential. The agencies involved should acknowledge the 
inherent operational difficulties when multiple authorities with diverse objectives have a 
common responsibility, and the authorities should confront head-on the risk that fragmentation 
and a lack of coordination lead to inaction. 
As with monetary and fiscal policy coordination at the ZLB, public statements should 
accompany deliberations concerning financial stability, with disagreements made a part of the 
public record. In short, the common standards of communication for monetary-policy decisions 
should also apply to the decisions of a financial-stability committee. 
Protecting central-bank independence requires adaptation. In the post-crisis world, governments 
and citizens will continue to delegate increasingly broad policymaking powers to an unelected 
independent institution. Central banks must therefore become increasingly accountable in order 
to maintain their legitimacy. We need a public debate to forge agreement on a framework for 
central banks' objectives, tools, and communication mechanisms. Failure to have such a 
discussion would pose a risk not only to central-bank independence, but also to financial stability 
and overall social welfare. 
Patrick Bolton is a professor at Columbia Business School. Stephen Cecchetti is a professor at 
the Brandeis International Business School. Jean-Pierre Danthine, a former vice chairman of the 
Swiss National Bank, is Professor and Co-Director of the College of Management at the École 
Polytechnique Fédérale de Lausanne and Associate Member and President of the Paris School of 
Economics. Xavier Vives is Professor of Economics and Finance  
at IESE Business School. 
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