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The Changes of the Central and Local Division of Financial Supervision

and Its Impact on Rural Finance
HE Jing LEI Meng—jiao

Abstract: The changes in the division of labor between the central and local governments of
financial supervision have been synchronized with the historical process of our country’s financial
supervision system reform. Rural finance with a large number of non—deposit financial institutions and
informal financial institutions has always been an important part of the reform of the supervision system.
This paper analyzes the changes in the division of labor between the central and local governments in
financial supervision after the reform and opening—up, and finds that financial supervision has the
characteristics of enhanced local financial supervision power in the vertical system, the horizontal
supervision system has shifted from multiple heads to a single head, and the local supervision function is
enhanced in the two—tier supervision model of which central supervision is the main and the local is
supplemented. This will lead to the deepening of the inclusiveness of rural deposit financial institutions
and the optimization of the allocation of non-deposit financial institutions. However, there may be a
regulatory vacuum or excessive supervision of informal rural financial institutions. Accordingly, in order to
optimize rural financial supervision, it is necessary to dynamically adjust the division of labor between the
central and local financial supervision, strengthen the equalization of powers and responsibilities of
financial supervision entities, and build a financial supervision and incentive compatible mechanism to
serve the development and stability of rural finance.

Key words: financial supervision; reform of financial supervision system; rural finance
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