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Abstract

With the rapid development of fintech, its risks are becoming increasingly apparent and regulation
is relatively lagging behind. Based on the incentive compatibility theory, this paper analyzes the
incentive conflict between fintech innovation and regulation, and designs an incentive-compatible
regulatory mechanism by constructing a dynamic evolution model of fintech innovation supervision
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that includes incentive mechanisms. The results show that the incentive-compatible regulatory
mechanism can optimize the allocation of regulatory resources and form a positive feedback incen-
tive mechanism (compliance innovation and appropriate supervision) between fintech enterprises
and regulators. Therefore, regulators need to uphold the idea of incentive compatibility and design
an inclusive and prudent regulatory mechanism through optimal mechanism design, so as to achieve
the dynamic balance of “innovation and supervision” in fintech.
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ERBRFT— 5B BREARE T, SREHL S M B2 R, NEMES RS E K,
FERI “Zoo” R 5 “Lrdoh” ERHE. — 07T, SRR R I N E 2 on b R RRE TR
HOUHHE, AT SRS S, 07T, SRR RA KR, HE RS 5 o)
R, ARG SRl B HEZM B T BT A A i 5550 . SRR R HEEEN kY, o™
R TERA IR R S B A . Rk, B AR S N Wl i @ A R 1 SRR IR, R PRI E £
FHEE AR5 4 S B I B K TR

SRR IR BB T H BTIE AL TR B, 380 I 5 T 0 I A AE S e a2 N, RO
SRS SIPE,  DAARIIE S RlRH A KR 78 BT 4% 3 [l 9 (Zetzsche et al., 2017; RESE, 2022; #E, 2022) [1]-
[38]; A —MAFFEINA, WE R 5 R SRR PR R R, 2 B 2 R R i it S I
¥ HARQun & Yeo, 20165 EMEES, 2023) [4] [5]. (E&mREHR BRI, & E N T Shihdmkh R g LK%
X} 4 RRHEENE S IR, T Sl 4 MBI B 10 FE S RS, SR ELTE A A (W IU3K (Laidroo, 2019; Bu et al.,
2022) [6] [7]. FEAABIMREHIE— 2T FoASREH R RS TR A ), (FJRAE R i A i AR 2R
TRER XS 4, 2018; HFIFELE, 2024)[8][9]. T4, XA F& AT SRR W B 1% R H
R I SR (BVES, 2021 XIREJ%, 2023) [10][11]. B AEAE A Wi g B Ak A1 9 AT A i ] 1 186 K
i) {5, BJ W PR 45 (Omarova, 2020; k%%, 2024) [12] [13].
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Figure 1. Incentives for fintech innovation and compatible regulatory mechanisms
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Table 1. Payoff matrix of the game under the incentive compatibility mechanism
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Figure 2. Phase diagram of evolutionary trends of FinTech company strategies
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Figure 3. Phase diagram of evolutionary trends of Financial Regulatory Authority strategies
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