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The Effects of Private Loan and the Supervision from Local
Government: Take the “Wenzhou Private Loan Crisis” as an Example
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(1. School of Politics and Public Administration s, Hunan University » Changsha, Hunan 410082,China;
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Abstract: Private loan, as a useful supplement to the regular financial system, is a flow of

significant capital for China’s economic growth during its period of transformation. However, the

“Wenzhou private loan crisis” in 2011 has triggered people’s concern about private loan. Consider-

ing the advantage in helping the development of enterprise and the disadvantage of its underlying

tremendous risks due to the inefficient supervision, the private loan, is similar to a double edged

sword. In order to match the economic transformation and adapt to the development of the private

sector, the local government should establish a new supervision system. Some measures should

be done such as to establish register system, to strictly control the source and flow of the private

capital and to strictly follow the legal rules and policies.
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