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Demand and Supply of The Illegal Lending Market
from The Perspective of Law and Economics
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ABSTRACT : In this paper, we take a look at the economic behaviors of borrowers and illegal lenders
and analyze how the illegal lending market exists from the perspective of law and economics. We
investigate how borrowers use illegal loans despite high interest and coercive debt collection, and
also how illegal lenders supply loans earning high yields and securing loan repayment despite loan
exposure to less creditworthy borrowers. Compared with legal system of other countries, legal and
financial punishment in Korea are weak. Given the market situation of illegal market and the legal
enforcement, illegal lending can operate well. In conclusion, we suggest public policies that can curb
illegal lendings and meet the demands of borrowers.
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