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Improvement of Early Intervention Mechanism for Rural Commercial Banks
WU Zhuo

(School of Civil and Commercial Economics, China University of Political Science and Law, Beijing 100088, China)

Abstract; Early Intervention Mechanism (EIM)is one of effective measures to prevent and mitigate financial
risks. Nevertheless, EIM for rural commercial banks is still in its very early stage, with several problems need to
be resolved. Based on the analysis of rural commercial banks’ risk situation, it’s easy to draw conclusion that EIM
has not reached its due role of preventing and mitigating risks. The main reasons are lower legal position of Deposit
Insurance Act, excessive principled stipulation, ineffective intervention tools, and unclear position of Provincial
Rural Credit Cooperative Union. Therefore, in order to improve EIM and achieve its expected goals of supplemen-
tary supervision and minimizing moral hazards, the following measures should be taken: strengthening legislation,
advancing risk monitoring and detection, explicating start standards of timely intervention, enriching intervention
tools, and clearly repositioning Provincial Rural Credit Cooperative Union.

Key words: rural commercial banks;early intervention; moral hazard rural areas
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