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On risk regulation of cross-border regulatory arbitrage
LIU Fengyuan, QIU Ni

(School of International Financial Law, East China University of Political Science and Law,
Shanghai 200042, China;
School of Economic Law, East China University of Political Science and Law,
Shanghai 200042, China)

Abstract: Cross-border regulatory arbitrage is a market behavior that enterprises conduct by taking
advantage of the differences in legal systems between countries and regions to actively choose the regulatory
environment to reduce regulatory costs, which may bring hidden worries such as race to the bottom, data
leakage, and cross-border flow of risks, and needs to be effectively regulated by law. Regulatory differences
and incomplete laws are the internal and external mechanisms for the generation of regulatory arbitrage. The
current regulatory paths mostly point to the elimination of regulatory differences, but may ignore the
objective context of regulatory differences and may frustrate the positive value of arbitrage. The risk
regulation of cross-border regulatory arbitrage should start from incomplete law, improve the domestic
financing system, enhance the whole process of cross-border regulatory cooperation, strengthen
comprehensive cross-sectoral regulation, and emphasize the status of "principles" in the regulatory system.

Key Words: regulatory arbitrage; cross-border regulation; one-price law; incomplete law; national security
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