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Abstract

As an important means of maintaining financial security, effective
financial regulation is necessary to maintain the safety and stability of
financial markets. At present, the reform of China's financial regulatory
system consists of two main aspects: horizontal and vertical. At the
central level, financial regulatory reform has made initial progress and
achieved certain results, while at the local level, regional risks are
frequent and reforms are urgently needed to promote a rational allocation
of local financial regulatory powers. This has put forward higher
requirements for us, requiring the central government to adhere to the
principle of macro-prudential supervision and strengthen its responsibility
for systemic risk prevention, while also requiring local governments to
play an active role in preventing and responding to local financial risks
while adhering to the premise of central leadership, thus forming a
two-tier financial supervision model between the central and local levels.

This paper is supported by the legitimacy theory of financial
regulation, the theory of central-local decentralisation and the theory of
competition between central and local financial regulation. Through the
methods of normative analysis, interdisciplinary analysis, historical
analysis and empirical analysis, the legal problems in the allocation of
central and local financial regulatory powers in the process of

constructing the two-tier financial regulatory model are studied. Firstly,
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there is a lack of legal supply of central financial supervision, and the
basis and content of local financial supervision are legally deficient;
Secondly, the boundary between central and local financial supervision
authority and responsibility is unclear; Thirdly, there is a large difference
in local financial supervision legislation, the objects of supervision are
not uniform, the supervisory functions are not balanced, the coordination
mechanism is not perfect, and there is no more systematic legal system to
regulate them.

With regard to the above-mentioned problems, this paper intends to
make suggestions on the path of rule of law for the allocation of central
and local financial regulatory powers. Firstly, to clarify the source of
legality of local financial regulatory power at the central level, including
the status of legality, the basis for regulation and the legality of regulatory
content; Secondly, to clarify the boundary between central and local
financial regulatory power and responsibilities, and to give localities
regulatory power that is consistent with regulatory responsibilities while
adhering to the principle of central leadership; Thirdly, to improve the
legal system of local financial regulation, and to realize the transition of
local financial regulation by way of behavioural regulation, and to clarify
in the legislation the regulatory responsibilities of local financial
regulatory authorities and their responsibilities to serve development, to

achieve a balance between the two, and to promote synergistic regulation
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of central and local finance through a more complete coordination

mechanism between central and local financial regulation.

Keywords: Financial regulatory power; Central and local decentraliz

ation; Collaborative supervision; Legal system
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