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ABSTRACT

This paper introduces the four stages of the construction of China’s social credit system. In
combination with the characteristics of the institutional system, this paper describes the spe-
cific practices adopted by the Chinese government to promote the construction of the social
credit system from six aspects, namely, governing government integrity, business and social
ethics and judicial integrity, building the credit information platform, developing third-party
credit service institutions and credit service markets, and constructing the social credit system
demonstration cities. It argues that the construction of China’s credit system has the problems
of insufficient rule of law, imperfect credit platform construction, and difficult credit repair.
These problems will be gradually solved in the new phase of the social credit system’s con-
struction starting from 2021, and China will continue to develop and improve its social credit
system in the process of solving problems.
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Kak npaButenbctBo Kutas cnocoGcTBYyeT pa3BuTUIO CMCTEMbI
coumanbHOro kpepgura?

YxyH FOH

[MeknHckuii HCTUTYT ynpaeneHus, MNeknH, Kutanckaa HapogHasa Pecnybnuka; yzhong0001@aliyun.

com

PE®EPAT

B naHHOM cTaTbe NpeAcTaBlieHbl YeTblpe CTaAMn CTaHOBIEHUS CUCTEMbI COLMAJIbHOroO Kpe-
onta Kntagq. B coyeTaHum C XapakTepPUCTUKAMW MHCTUTYLMWOHANIbHOW CUCTEMbl B CTaTbe
OMUCLIBAIOTCH KOHKPETHbIE MeTOAbl, NMPUHATbIE NpaBuTeNbCTBOM Kutaa ongd conemncrteus
NMOCTPOEHUIO CUCTEMbI COLMANBHOINO KpeauTa Mo LIeCTU HamnpaBieHusIM, a MMEHHO, obe-
crnieyeHuio 0o06POCOBECTHOCTU MpPaBUTENbCTBA, OE/0BOM M COoUManbHOW 3TUKU U Hemnoa-
KYMHOCTbIO CyAeNCKMUX OpraHoB, CO34aHnio nnatdopmMbl KPeANTHON MHPOPMaLLUK, Pa3BUTUIO
CTOPOHHMX OpraHmnsauni, NnpeocTaBAfoLWNX KPEOUTHYIO MHOPMaLMIO, a TakXe CO30aHUI0
06pasy0BbIX FOPOAOB CUCTEMbI COLMANIBHOIO KpeauTa. YTBEpXOaeTcs, 4TO B MpoLecce
CTaAHOBJIEHMS CUCTEMbI couumanbHOro kpeguta Kutas BO3HUKalOT crnepywowme npobnemsi:
He[o0CTaToK creunanbHbiX 3aKOHOB, HECOBepPLUEeHHaa nnatdopma KpeauTHom nHdopmaunm
N CNIOXHOCTb BOCCTAHOBJIEHUS KpeouTHOW penyTaumu. HaumHaa ¢ 2021 roga, Ha HOBOM
3Tane CTPOUTENbLCTBA CUCTEMbI COLMANBLHOIO KpeauTa 3Th npobrnembl 6yayT NOCTEMNEHHO
pewaTtbCcd, U N0 Mepe ux peweHns Kntan npononxut pa3BmBaTb U COBEPLLUEHCTBOBATb
CUCTEMY COUManbHOro KpeguTa.

Kno4eBble csoBa: cuctema CounanbHOro Kpeouta, NnpaBuTesibCTBO, Kntamckas CI'IeLI,I/ICbI/IKa

Ana untupoBanus: YxyH KOH. How Does the Chinese Government Promote the Development
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Development process of social credit system in China

The development of China’s social credit system is closely related to the market-orient-
ed economic reform. From the founding of the People’s Republic of China in 1949 to
1978, China implemented a planned economic system in which enterprises could only
receive loans from banks according to the plan, and the banks should also allocate
funds to enterprises and make settlements as scheduled, acting as the cashier of the
state. A few unplanned loans were only provided to enterprises to meet their needs for
short-term liquidity. Since the Reform and Opening-up in 1978, China initiated the
market-oriented reform, and a social credit system emerged along with the development
of market-based lending.

From the Reform and Opening-up in 1978 to 2020, China’s social credit system has
gone through four stages of development.

The first stage was from 1978 to 1999, which was the initial period of the social
credit system. At this stage, there was no definite concept of social credit in China and
the so-called social credit was actually creditworthiness. The development of the cred-
it system mainly dealt with the loan problems faced by banks and enterprises in the
transition from a planned economy to a market economy. After the shift to a market
economy, the funds required by enterprises shifted from bank allocations to market fi-
nancing. In order to adapt to this change, the Chinese government amended some
regulations, allowing enterprises to openly issue bonds, and set up a number of state-
owned credit rating agencies to rate bonds. In addition, only after credit assessment
could the bonds go public. These credit-rating agencies were mostly subsidiaries of the
branches of the central bank, the People’s Bank of China. Meanwhile, banks shifted
their business from allocating funds to granting loans on the basis of the credit ratings
provided by the credit rating agencies.

The second stage was from 2000 to 2006, which was the preliminary period of
the social credit system. With the development of the market economy, integrity
became an increasingly serious social problem. In this case, the government recog-
nized the importance of social credit to the market economy and proposed to es-
tablish a sound social credit system for the modern market economy. The specific
measures include establishing the Office of National Leading Group for Rectifying
and Standardizing Market Economic Order; issuing Interim Measures for the Admin-
istration of the Basic Data of Individual Credit Information, Guiding Opinions on the
Credit System Development for Chambers of Commerce and Industrial Associations
and other regulations; starting to establish the basic database of individual credit
information; and launching industrial credit rating. At this stage, each government
department began to establish their own credit information system and collect in-
dustrial credit information. Local governments also began to develop their social
credit system, gradually forming a credit information disclosure system with govern-
ment departments as the main body and a joint credit reporting system with market
credit service agencies as the main body.

The third stage was from 2007 to 2013, which was the systematic development period
of the social credit system. In March 2007, the General Office of the State Council issued
Opinions of the General Office of the State Council concerning the Building of a Social
Credit System’, and established the inter-ministerial joint meeting system to promote the
overall and coordinated development of the social credit system in multiple departments
and fields. At this stage, the legal framework and the overall promotion mechanism for
the social credit system were initially established, and a sound credit reporting system

' Please refer to the website of the State Council of the People’s Republic of China, http://www.
gov.cn/zhuanti/2015-06/13/content_2879028.htm
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covering the whole society was gradually built up. Credit records began to exert extensive
influence on the behaviors of organizations and the public.

The fourth stage was from 2014 to 2020, which was the all-round development period
of the social credit system. In June 2014, the State Council issued the Planning Outline
for the Construction of a Social Credit System (2014-2020), making comprehensive ar-
rangements for government, enterprise and individual credit development’. In addition
to the planning outline, China has formulated a series of documents and legal systems,
which required the government departments and judicial departments to take joint meas-
ures to reward creditworthy behaviors and punish untrustworthy behaviors. A credit-
centered market supervision system was built, and the development of a credit system
concerning people’s livelihoods was promoted. At the same time, the government also
guided social forces to participate in credit system building and developed third-party
credit reporting services. After six years of continuous efforts, a social credit system with
government agencies as the mainstay and commercial agencies as the supplement was
basically established, which realized the efficient operation based on information technol-
ogy. The social environment of “one failure to keep promise leading to restrictions eve-
rywhere” has been formed, and the level of social integrity has been greatly improved.

Methods applied by the Chinese government
to promote the social credit system

Organizational methods

The Communist Party of China (CPC) is the sole governing political party of the Peo-
ple’s Republic of China and is responsible for decision-making and supervision. Other
political institutions, including the government departments, the judicial departments
and the people’s congresses, all work under the leadership of the CPC and do their
jobs in accordance with their respective responsibilities. After the Central Committee of
the CPC makes decisions, other political institutions shall coordinate their actions in
accordance with the unified plan of the Central Committee. Local party organizations
shall also implement the decisions of the Central Committee. Local government depart-
ments, judicial departments and people’s congresses shall work under the leadership
of local party organizations. In addition to formulating policies in accordance with their
functions, central government departments, judicial departments and people’s congress
shall investigate and supervise the implementation of their local counterpart agencies,
collect problems in the process of decision implementation and put forward policy rec-
ommendations, which shall be sent to the Central Committee. When the problems are
submitted, the Central Committee shall make unified decisions and solve the problems.
Local problems are left to local party organizations.

In the 16th National Congress of the CPC in 2002, it is proposed to establish a sound
social credit system for the modern market economy. Later in the Third Plenary Session
of the 16th CPC Central Committee in 2003, it’s further proposed to form a social
credit system supported by morality, based on property rights and guaranteed by law.
Accordingly, in 2007, the State Council published Several Opinions on the Development
of Social Credit System, and began to promote the development of social credit system
on a large scale. In 2014, according to the development progress of social credit system,
the State Council issued the Planning Outline for the Development of Social Credit
System (2014-2020) so as to further promote the development of social credit system.
The Central Committee formulated documents of top-level design on social credit sys-

' Please refer to the website of the State Council of the People’s Republic of China, http://www.
gov.cn/xinwen/2014-06/27/content_2708964.htm.

120 YIMPABJIEHHECKOE KOHCYJIbTVIPOBAHME - Ne 3 - 2022



tem construction. The people’s congresses, government departments and judicial de-
partments launched corresponding laws and regulations at the national level. And local
departments were responsible for implementing the laws and regulations legislated by
the Central Committee and central agencies as well as formulating local regulations and
management systems to facilitate the implementation of decisions made by the Central
Committee.

Major practices of the government in promoting the development
of social credit system

1. Governance of government integrity

Government integrity is the foundation of social integrity. There are three main meas-
ures to govern government integrity in China. The first is to regulate government
behaviors and implement “two-way random inspection, timely disclosure” and “dual
public disclosure”. In other word, in the process of administrative supervision, the
inspected entities are randomly selected and the inspectors are also randomly as-
signed. The results of random inspections and investigations shall be promptly dis-
closed to the public, while the information about administrative permits and admin-
istrative penalties shall be published online within seven working days from the date
of the administrative decision. The National Development and Reform Commission
shall conduct quarterly assessments of the implementation of the “dual public dis-
closure” by government departments. The second is to give special treatment to the
dishonest behaviors of government. Special treatment would be carried out by the
National Development and Reform Commission and the Supreme Court to deal with
government agencies’ dishonest behaviors. For government agencies which fail to
fulfil their legal obligations within the prescribed time limit, disciplinary measures will
be taken, such as interviewing the person in charge, restricting the issuance of loans,
lowering the credit rating of the city, and incorporating into the government dishon-
esty record. And the liabilities of the main person in charge and those who are di-
rectly responsible for serious dishonest behaviors shall be investigated. The rectifica-
tion rate of local governments at each level listed as dishonest entities subject to
enforcement reached 99.68%'. The third is to set up the government service hotline.
Local party committees shall supervise the resolution of complaints from the public
and hold the government departments and lower-level governments accountable for
their poor ranking.

2. Governance of judicial integrity

Judicial integrity is the guarantee of social credit. In order to govern judicial integrity,
the Central Party Committee and local Party committees have taken the following meas-
ures. The first is to strengthen the integrity of the judicial authority. This includes the
full implementation of open government affairs, with all types of government information
made public in accordance with the law, except for those involving classified information;
the implementation of government affair commitment system as well as the implemen-
tation of first-inquired person in charge system, service commitment system, time-
limited processing and accountability for failure to perform, and the establishment of
a disciplinary system for judges and prosecutors. The second is to govern judicial in-
tervention. The Central Committee has introduced three systems to clearly stipulate the
intervention by leaders and cadres in judicial activities, the accountability of people

'The National Development and Reform Commission: the special treatment for the breach of
trust in government services is basically concluded. Please refer to the website of Credit Henan,
https://www.xyhn.gov.cn/ar/20171206006814.htm.
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within the judiciary for interfering in cases, and the contact and interaction between
judicial officers and litigants, lawyers, special related persons, and intermediary agen-
cies. The third is to conduct special treatment of law enforcement and judicial agencies.
On a pilot basis, a campaign regarding law enforcement and judicial agencies will be
conducted across the country in 2021 to educate the personnel and rectify existing
problems, which is expected to be completed by the first quarter of 2022. The task of
the campaign is to remove the black sheep, investigate the “protective umbrellas” of
criminal syndicates as well as corruption in law enforcement and judiciary agencies so
as to improve their qualities and capabilities. The fourth is to establish credit records
for public security, judicial administration and other staff at all levels, incorporating their
bad behaviors into records in accordance with the law, such as favouritism and inaction.
The records will be used as a basis for assessment, evaluation, rewards and punish-
ments.

3. Governance of social integrity

The government adopted the red and black lists as well as joint rewards and punish-
ments system to govern social integrity. The first is to establish a joint rewards and
punishments supervision system. The central government formulated documents of
top-level design to clarify the determination of red and black lists, the implementation
of joint rewards and punishments system and the handling of enforcement opposition
as well as credit repair, the opt out mechanism of the red and black lists and other
principles. A total of 44 national departments signed a memorandum of cooperation on
implementing joint rewards and punishments, including punitive measures, shared con-
tent and implementation units. And the content will be updated dynamically according
to social development. Each local association (group, organization) shall formulate
specific rules for joint rewards and punishments. Each region shall initiate ministry and
province collaborative and cross-regional joint incentives and punishments, allowing
credit information sharing and mutual recognition of credit assessment results for the
typical and serious bad-faith acts identified within the administrative region. The second
is to establish credit reports and the red and black lists. This includes generating a na-
tional unified social credit code for legal persons as well as other organizations and
using the ID cards as the credit codes for natural persons to set up the integrity file for
each organization and individual. Exemplary organizations and individuals of good faith
will be included in the red list, and those with serious breach of trust in key areas will
be included in the black list. The third is to implement joint rewards and punishments
for those on the red and black lists. Government departments shall match the admin-
istrative approvals with the red and black lists and implement mandatory checks and
inspections on the credit information of declared units and individuals on approval mat-
ters. The units and individuals on the red list will be given rewards such as being listed
as an exemplary model of integrity, enjoying green channels for administrative ap-
proval, receiving public service facilities on a priority basis, getting reduction in the
proportion and frequency of regulatory spot checks, obtaining preferential loans on
a priority basis, and vigorous promotion and recommendation. Joint disciplinary actions
will be taken for units and individuals on the black list. The dishonest units will be sub-
ject to strict examination and approval of administrative licensing projects, strict control
on the issuance of production licenses, restrictions on the issuance of stocks for listing
and financing or the issuance of bonds, restrictions on the application for fiscal funding
projects, restrictions on participation in relevant public resource trading activities, and
restrictions on participation in franchise of infrastructure and public utilities. The dishon-
est individuals will be prevented from leaving the country and purchasing real estate,
travelling by air, travelling on high-class trains and seats, travelling on holiday, staying
in star-rated hotels and other high consumption behaviors. They will not be allowed to
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take out loans or apply for credit cards in financial institutions, nor to serve as legal
representatives, directors, supervisors and senior managers of enterprises, etc. The
fourth is to conduct special treatment to some key areas with serious social integrity
problems. Since 2018, altogether 19 areas with serious integrity problems involving fi-
nance, e-commerce, migrant workers’ wages and intellectual property rights have been
subject to special treatment for breach of trust. Information about breach of trust is
collected centrally and the dishonest entities are blacklisted and disciplined, which has
led to a significant drop in the incidence of breach of trust cases. The fifth is to open
up the access to the red and black lists and mobilize social forces to participate in joint
rewards and punishments. The government has opened up the information in national
database of the list of targets for joint rewards and punishments to the society, encour-
aging all kinds of social institutions to inquire about the red and black lists, and provide
feedback to the departments (units) identifying the red and black lists for rewards and
punishments, so as to build a joint reward and punishment mechanism with wide par-
ticipation of the whole society.

4. Establishment of the credit information platforms

In 2015, China established a national credit information sharing platform based on the
national e-government network. The platform is operated by the State Information
Center, a specialized agency which is responsible for collecting public credit information
from relevant departments, regions and industries, providing operational guidance and
technical support for the development and match of credit information systems of rel-
evant departments, local agencies and industrial organizations, coordinating the devel-
opment of credit information systems and information sharing of departments, local
agencies and industrial organizations, as well as operating and maintaining the “Credit
China” website (https://www.creditchina.gov.cn/). The “Credit China” website provides
the public with one-stop access to the credit information of various organizations na-
tionwide, and publishes red and black lists. Personal credit information can be accessed
through the associated website. This website is linked to the credit websites of na-
tional departments and local agencies. Various national departments and local govern-
ments have built credit information platforms for their own departments and regions.
For example, the Credit Reference Center of the People’s Bank of China (https://ipcrs.
pbccrc.org.cn/) provides personal credit information and the Information Disclosure
Website of the Enforcement Process of People’s Courts (http://zxgk.court.gov.cn/) pro-
vides information on dishonest persons subject to enforcement. And there is also Na-
tional Enterprise Credit Information Publicity System (http://www.gsxt.gov.cn/) under the
State Administration for Market Regulation, and National Social Organization Credit
Information Publicity Platform (https://datasearch.chinanpo.gov.cn/gsxt/hdycmiList) un-
der the Ministry of Civil Affairs of the People’s Republic of China, etc. The public can
navigate to the relevant credit information platforms through Credit China website to
check specific information. In addition, a number of third-party credit service providers
have also established information platforms to provide credit information inquiries.

5. Development of the third-party credit service providers
and credit service markets

With the rapid development of the Internet, some giant private platform enterprises
emerged in China. These enterprises have accumulated a large amount of customer
credit data in the course of their development and have established their own independ-
ent credit assessment systems, such as Ant Group’s Zhima Credit and Jingdong Fi-
nance’s Xiaobai Credit. China encourages the development of third-party credit service
providers and requires government departments to give full play to the role of credit
service providers, including sharing credit information with credit service providers, in-

YIMPABJIEHHECKOE KOHCYJIbTMIPOBAHIE = Ne 3- 2022 123

OBLWECTBO M PE®OPMbI



OBWECTBO M PEDOPMbI

troducing credit service providers to participate in the collection of credit records in key
areas, participating in the identification of red and black lists, participating in joint rewards
and punishments system and special treatment of credit failure, and assisting relevant
government functional departments to strengthen the supervision of market entities.
Under the leadership of the People’s Bank of China, 8 private companies which have
personal credit assessment systems and the National Internet Finance Association of
China jointly launched China’s first licensed personal credit reference agency, Baihang
Credit. In addition, the People’s Bank of China has approved a market-based personal
credit reference company, Pudao Credit, which is controlled by state-owned capital.
Moreover, there are also companies offering credit services by integrating credit infor-
mation, such as Qi Cha Cha and Tian Yan Cha. Various APPs for credit report inquires
have provided the public with convenient access to credit information.

6. Development of demonstration cities for social credit system

In order to summarize the experience of social credit management and continuously
improve the level of social credit development, China has been carrying out the devel-
opment of demonstration cities for social credit systems since 2017. Till now, there are
a total of 28 cities in two batches which have been listed as demonstration cities for
the development of social credit systems. These cities have undertaken the key tasks
of social credit system development, and have actively carried out early and pilot im-
plementation under the mandate of the State. Some advanced experience and prac-
tices have been further promoted in other cities across the country. Cities that have
been awarded the title of Model Cities for Social Credit System Development will receive
credit-related national policy incentives.

Problems in the development of China’s social credit system

With the strong promotion of the government, China’s social credit system has witnessed
fast development, but there are still some problems in practice.

Firstly, the level of rule of law in credit system development needs to be improved.
At present, China’s social credit system development is based on central documents
and departmental regulations, and there has been no special law for the credit field till
now. Apart from the national administrative regulation — Regulation on the Administra-
tion of Credit Investigation Industry, only a few local governments have formulated local
regulations. The lack of rigorous and detailed rules in the implementation of central
documents has led to a lack of uniform standards in information collection, credit as-
sessment and the determination of breach of trust in local areas. Local governments
usually use credit management as a means of local governance and define breach of
trust by local management requirements, resulting in a wide variation in the determina-
tion of breach of trust at different places. The same behaviour that is defined as a gen-
eral breach of trust in one place may be defined as a serious breach of trust in an-
other. This has led to confusion in the public perception of breach of trust and resulted
in a decline in the trustworthiness of credit record. In a social environment where “one
failure to keep promise leading to restrictions everywhere”, the lack of uniform standards
for credit assessment will undermine the basic rights of citizens.

Secondly, the credit platforms haven’t been well-prepared. Although a national cred-
it information sharing platform has been set up, the development of local credit informa-
tion platforms varies greatly from place to place. Some local governments have yet to
establish credit information platforms, or lack effective data collection with only a frame-
work not to be used. Among the systems that have been built, the quality of credit in-
formation collection and application varies greatly from region to region due to local
departments’ limited capability of applying information technology and the different
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standards of information collection and exchange caused by the barriers between
higher and lower levels or between different departments and regions. What’s more,
there are problems of untimely and incoherent data sharing. In addition, there are some
difficulties in sharing information with private credit service organizations. At present,
information sharing mainly relies on pushing from government departments, and market
credit service organizations cannot obtain data directly from credit information sharing
platforms. Some private enterprises with credit information advantages are also reluctant
to share data.

Thirdly, it’s difficult to repair the credit record. The focus of China’s social credit
system at present is on the punishment of breach of trust, with insufficient attention
paid to credit repair. Once the organizations or individuals are blacklisted or have bad
records, it is difficult to repair. Although the central government has mentioned credit
repair several times in many documents related to credit system development, the rel-
evant management methods and rules have never been issued. It was only in May 2021
that the National Development and Reform Commission drafted the Administrative
Measures for Credit Repair (for Trial Implementation) (Draft for Comment), which was
made available to the public for comments'. And the State Administration for Market
Supervision did not issue the Measures for Credit Repair by the State Administration
for Market Supervision until August 20212,

Future development of China’s social credit system

With the conclusion of the Planning Outline for the Development of a Social Credit Sys-
tem (2014-2020) in 2020, the development of China’s social credit system entered a new
phase. In December 2020, China released the Guiding Opinions of the General Office of
the State Council on Further Improving the System for Deterring Bad-faith Acts and
Building a Long-term Mechanism for Promoting Good Faith®. As a guide for the develop-
ment of China’s social credit system in the new phase, it’s proposed in the document
to build a long-term mechanism for promoting good faith. It puts forward clear require-
ments and specific opinions on improving the credit repair mechanism for individuals and
entities in bad faith, and promoting the establishment of a law-based and standardized
social credit system. Next, various state departments will develop specific implementation
measures on the basis of this document. The development of China’s social credit sys-
tem will shift from problem-oriented to system-building. By accelerating the improvement
of the legal and regulatory system, a law-based efficient social credit system which has
high level application of information technology will be built.
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'Please refer to the website of Credit China, https://www.creditchina.gov.cn/zhengcefagui/
redian/zhengcefagui/202105/t20210513_234524.html

2 Please refer to the website of the State Administration for Market Supervision, http://www.
samr.gov.cn/samrgkml/nsjg/xyjgs/202108/t20210801_333258.html

3 Please refer to the website of the State Council of the People’s Republic of China, http://www.
gov.cn/zhengce/content/2020-12/18/content_5570954.htm.
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