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Abstract: Private Financial Institutions are Bottomrup financial innovations of China’s financial market,
the reform program of “Accelerating the development of private financial institutions” is top-down state inter-
vention, Effective regulation of Private Financial Institutions should achieve integration of two paths, avoiding
market failure and government failure, Adhere to the concept of limited regulation. The mandatory regulation,
whose principle is “no legal provisions must not be”, shows deep “financial repression”. In the basis of opposi-
tion of authority and right, taking power as core, the design of authority and right is neither efficient nor equi-
table, Its position of anti-market autonomy, resistance financial innovation irreconcilably conflicts the connota-
tions of Private Financial Institution, such as financial freedom. financial equity, financial inclusiveness. By con-
trast, the principle of incentive regulation is “law that does not prohibit is freedom”, in the basis of cooperation of
authority and right, taking right as core, the incentive regulation takes participation and cooperation as pillars,
more fits particularity of Private Financial Institutions as well as the special needs of “accelerating the development
of Private Financial Institution”. By means of standardization of regulatory tools such as priority access, differenti-
al taxation, multi-deposit rate restrictions, the subject converter, regulatory contract, we can convert reform pro-
gram of “accelerate the development of private financial institutions” to effective means of social control.
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