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The Tradeoff of Financial Supervision Model :
Official Supervision and Market Supervision

HUANG Mei-bo, FAN Xiu-li

(School of Economics , Xiamen University , Xiamen 361005,China)

Abstract; The current financial supervisory system is questioned be-
cause of the financial crisis, and financial regulatory reform is impera-
tive. Based on a systematic review of regulatory theories, the paper raises
two kinds of supervisory models, namely official supervision model C(OSM)
on the basis of public interest theory and market supervision model (MSM)
on the basis of private interest theory. Then it makes an empirical analysis of
the two models’ effects on financial development. The results show that
MSM through strengthening external supervision makes a greater contribu-
tion to financial development than OSM through strengthening official su-
pervisory power. Therefore,after the crisis,the reform of financial superviso-
ry system should focus on the establishment of market supervisory system.

Key words: financial supervision; financial development; official su-
pervision; market supervision (HERE = 2
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