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(813 KT HIAFI AT EFIZ 4 , see Ian Ayres and Robert Gertner, “Filling Gaps in Incomplete Con-
tracts: An Economic Theory of Default Rules”, The Yale Law Journal , Vol. 99, No. 1, 1989, pp. 87—130.

(821 See Charles J. Goetz and Robert E. Scott, “The Limits of Expanded Choice: An Analysis of the In-
teraction Between Express and Implied Contract Terms”, California Law Review, Vol. 73, No. 2, 1985, pp.
261—322.

(83) See Alan Schwartz, “Karl Llewellyn and the Origins of Contract Theory”, in Jody S. Kraus and
Steven D. Walt(eds.) s The Jurisprudential Foundations of Corporate and Commercial Law, New York:
Cambridge University Press, 1999, pp. 12—53.
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Abstract:In terms of controlling default risks and handling information asymmetry, regulations on
private lending adopted in the ancient Chinese legal system were highly rational. However, crackdowns
on usuries with interest rate control at its core were often met with frustration due to adverse market re-
actions. System evolution in private lending. to a large degree. is the result of technological advancement
coupled with economic growth. Financial institutions dominate the consumption loan market with social
security and business insurance sharing in or even substituting for the conventional hedging functions of
the loan market. Improvements on credit checks and fund supervision by the creditors reduced the reli-
ance on violence for debt recovery. Forceful debt dunning through, for example, flogging and forceful
seizing of properties could be renounced whereas compulsory labor was also replaced by collaterals and
pledges that were higher in value, hence the tendency towards a more humanized and less violent modern

lending system.

Key Words: Risk;Interest Rate; Violence; Usury;Private Lending
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Wi AE5® ] $4T . See Stewart Macaulay, “Non-Contractual Relations in Business: A Preliminary Study”, A-
merican Sociological Review, Vol. 28, No. 1, 1963, pp. 55—67.
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