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Design of Financial Institutions and the Role of Economics

Abstract
The purpose of this paper is to advance a tentative but systematic argument to address the
question of how we can employ economics in the design of financial institutions to construct a
desirable financial system in Japan. The paper first examines what an economics of financial
system design, concerned with the design of financial institutions and arrangements, should
entail, and then considers how such an approach may be utilized in the practical design of

financial institutions in pursuit of a desirable financial system.
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