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Abstract

The aim of this thesis is to investigate the Chinese Social Credit System. Commonly envisioned
as a massive scale database with a vast number of governmental agencies collecting data and rating
individuals and companies. While the social credit system has gained attention and criticism in
Western media, it has mainly focused on the individual-based side. However, the initial visionary
policy documents make it clear that the target of the system is mainly corporations. With China’s
tremendous importance for international business, understanding a potential game-changer within
the regulatory system and the playing field of doing business in China, is vital. Therefore, the goal
of this thesis is to expand and contribute to the little research done on the corporate side of the

system.

The thesis aims to illustrate the connections and governance of the ecosystem that makes the social
credit system. It investigates the structure of the different actors involved, by conducting a social
network analysis. In order to understand the corporate social credit system network within its
political context. Tying it to the theoretical modes of governance: top level design and fragmented
authoritarianism. The two modes of governance can explain policy implementation and steering
within the relatively decentralized national legislative structure. In addition, the thesis dives into
the question if it is really is one coherent system, despite the numerous actors involved. In order
to understand the effectiveness and implications for a company that is listed in the system. By
analyzing blacklists — which is often described as the central incentive mechanism of compliance.
Through tracking the source of data in different leveled databases and blacklists, the paper is able

to map out the connections between the different actors and their databases.

The thesis finds that the Corporate Social Credit System is fragmented into silos and that there is
no cohesive system in place. Despite the target of implementing the system in 2020. A reason
behind it is the decentralized nature of the system involving numerous different databases on
multiple levels, ranging from different municipalities to ministries and third-party actors as well

as that there is no governmental agency solely responsible for the social credit system. Although



the NDRC and PBoC has to ability to influence and steer actors that stray too far from the target.
In turn, one could even describe many of the databases on different levels as their own corporate
social credit system, due to their functionally independent nature and different targets. Furthermore,
blacklists are unlike typically depicted not connected to a scoring system. Thus, the author suggests
that the corporate social credit systems should be understood in the context of a previous lack of a
national credit system. The multitude of databases have been created in order to facilitate
background checks, improve legal enforcements and increase trust on the market. Yet it is perhaps
not meant to become an all-purpose coherent database. Especially since there are legitimate
methods that a company can delist themselves and remove a bad track record. However, since the
system is still in its infancy, there is still a possibility that the shape and structure might change in
the future. Despite this, it is the author’s hope that by clarifying the structure of the Corporate
Social Credit System it can facilitate further understanding and future research of the system.



Abbreviations

CLSGCDR - Central Leading Small Group for Comprehensively Deeping Reform
CSCS - Corporate social credit system

NDRC — National Development and Reform Commission

NIFA — National Internet Finance Association of China

NPCIC - National Public Credit Information Center

PBoC — People’s Bank of China, the Chinese Central Bank

SAMR - State Administration for Market Regulation
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1. Introduction

Much has been written and discussed about the Chinese Social credit system. Following its official
announcement in 2014, it has been given a considerable amount of media attention in the Western
hemisphere. Frequently described and characterized as a mandatory system were all citizens are
subjected to a score based on their compliance with laws and well behavior. What is described as
invasive score-like features has been drawing international critique as a dystopian science fiction
-like feature of digital authoritarianism. To mention just a few examples, the New York Post,
(2018) called it a “real-life Black Mirror nightmare”, referring to an episode of the sci-fi tv-series
where every interaction is rated by other people and the score in turn affects every citizens
socioeconomic status. Even the US Vice President Mike Pence has described the system in a
speech as “an Orwellian system premised on controlling virtually every facet of human life”
(White House, 2018) However, is this critique justified? Or is it a simplified view of an ecosystem

of complexness?

Because what is the social credit system of China? In reality, the individual-related system should
perhaps not be referred to in singular, since the term covers a range of different functions and
usages, on different platforms. Ranging from commercial companies giving points and discounts
based on consumption patterns in order to encourage purchases through their payment platform,
to traditional credit systems meant to assess risk of defaulting on loans. The wide range have been
lumped together and framed as an all-encompassing unified mandatory system. Furthermore, while
the individual side has been attracting the most international interest, there is a lesser known
corporate related counterpart. In fact, the social credit system which was officially announced in

2014 is mainly aimed at companies.

In the grand plan mapping it out (The State Council 2014) the system extends to include all types
of registered companies operating in China. Both domestic and wholly foreign owned. The system

is described as a method to evaluate the company based on compliance with laws, and regulations.



In accordance with compliance, special advantages might be given in the form of certificates or
certain bonuses, while disadvantages and even penalties will be given if there is a low compliance
with the system. While it is still in process of being rolled out at the time of writing, perhaps
delayed by the covid-19 pandemic, it is originally set out to be in place in 2020. The scale of the
thought-out system is massive, involving a wide number of different governmental agencies as
well as local level governmental actors regulating and enforcing it on different levels. Furthermore,
other actors such as the giant tech champions plays a part, constructing the technological
infrastructure. However, is the corporate social credit system really the individual ones, a united
system? How is the system structured and how is it governed? Are there differences in different

jurisdictions? What are their roles and what can we learn from the actors involved?

Understanding how the social credit system works and what it implies is important in order to
understand the realities of doing business in China in the 2020°. Not only domestic but also
international companies are affected, both directly and indirectly due to the global
interconnectedness in supply chains. If the social credit system lives up to the grand plan it could
have a great impact on how business is conducted in China. In addition, understanding the inner
workings of the system also provides a glimpse into the inner workings of policy progress and the

Chinese legal system.

1.1 Background

The corporate social credit system (from here on CSCS in order to differentiate between individual
related parts), is envisioned as a massive scale database consisting of all companies operating in
China. To understand the reasoning in allocating resources to develop such as system one has to
go back in time: In the 1990s there were an increasing rate of companies defaulting on their debts
as well as serious cases of misleading company disclosures on the securities markets. The

development of the securities markets was from an early stage heavily affected by government



policies, as it was established and formalized relatively late in the early 90s. However, there were
many instances of false corporate disclosure, which added to the volatility of the already vulnerable
financial market. With many State-Owned Enterprises struggling to adapt to the changed economic
situation in China they found themselves in a position where they were losing money. As a result,
they were encouraged by the government to transform into joint stock companies and to list
themselves on the stock exchange. However, the highly regulated stock markets had adopted a
quota system of how many shares could be issued and by which companies, this resulted in
companies’ that attempted to game the system in order to issue more shares. Preferring to use
strategies such as change the names of their companies and make fabricated disclosures, rather
than improving their performance. One of the most prominent cases was in 2001, when the
Yinguangxia Corporation fabricated a 745-million-yuan profit in order to be listed on the stock
market. The lack of transparency and corporate disclosure is identified as one of the biggest reasons
of its vulnerability (Fu, 2010).

This led to the first development of a credit rating system in order to evaluate companies’ financial
ability and risk (Liang, Das, Kostyuk, Hussain 2018). Later on, in 2007, the Chinese State Council
(the highest executive organ) published the first outline of an idea of creating a so-called social
credit system. Envisioning a credit system as a means of dealing with the issues of fraud, tax
evasion, and intellectual property infringement. At the time, the focus and emphasize was mainly
to use it as a financial credit system, expanding on the idea of evaluating risk and measure credit
worthiness (Shen, 2019). Following that, the State Council published the blueprint like document
Planning Outline for the Construction of a Social Credit System 2014-2020 (2014), which is the
central document of the Social Credit System since it goes into detail mapping out what the content
and vision should be. As Liang et.al (2017) points out, it is starting with this document that the
social aspect of a credit system first is included. By creating a credit system where vast information
on all companies are stored. Looking at the purpose and goal of the system, it is expressed as a
mean of enhancing efficiency, increase trust and transparency in society (Creemers, 2018). Besides

10



that, the document also sets a timeline to implement the CSCS. The government set the target of
starting from 2014 and then have the system fully implemented in 2020. However, as the European
Chamber of Commerce (2019) acknowledges in a report published in the latter half of 2019, parts
of the system have continuously been created and implemented even before 2014. Thus, it should
not be understood as a system that is suddenly implemented and imposed in a complete form in
2020, but rather being rolled out gradually. This can be compared to another ambitious policy,
namely the goal of universal health care coverage. According to the official narrative it was
achieved within the target timeframe of a few years. However, according to official statistics it
still took an additional five years before some of the healthcare schemes were fulfilled (Gu and
Page-Jarett 2018). Therefore, even in 2020 the social credit system is likely not to be completed
(European Chamber 2019).

1.2 Purpose

With the complex structure and wide range of different actors in this grand plan this thesis sets out
to examine the relationship between the different actors involved in the CSCS. Such as the
involved governmental agencies, local level systems, and tech-companies, in order to shed light
on how the CSCS is interlinked between different actors and in turn how it is governed. The
massive size of the required database and the different agencies involved in collecting data by
itself creates a great technical challenge. As to this date, there has been no previous research
attempting to interlink and map out the different actors involved, and only sparse research has been
conducted on the topic of the corporate related side of the social credit system. As mentioned
previously and which will be further examined in the Previous Research chapter, the major focus
of international research has been on the individual side of the SCS. However, the author argues
that to not focus on the company side is a missed opportunity as the original plan from 2014

foremost focuses on implementing a system for companies, and judging from the official document
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it is likely to be the major focus of the policy (Meissner, 2017). Therefore, one of the purposes of
this paper is to fill the research gap within the China related as well as regulations related sphere.
Much of the economic or business-related academic research focusing on China tends to look at
grand plans such as the Belt and Road Initiative, or industrial policies such as Made in China 2025.
Without considering the massive impact the Corporate Social Credit System might have if it is
anything like what it is envisioned as. Examining that presents a groundwork in order to understand
how the government, the economy, as well as companies are interlinked and how the CSCS affects
it.

At the same time by approaching the subject academically in order to provide further context and
understand the structure as well as functions of the system, this thesis seeks to provide a more
balanced view than the dystopian black-mirror narrative. In case it is reported in an over-
exaggerated manner it could harm the trust of people living with the system and speeding up the
decoupling process. With an increased risk of labeling everything from the same western media
sources as misunderstanding China and fake news. Thus, it is important to strive to provide
unbiased information in order to increase trust and legitimacy. Otherwise it risks diluting necessary

discussions such as human rights violations.

1.3 Research Question

The research question sets out to investigate the connections between the different actors involved
in the CSCS. In order to unravel the structure, as well as the different actors and their tasks, ranging
from gathering the data, providing infrastructure, to regulating it and using the output. Making it
a descriptive study since the aim of this paper is to examine the structure of the network and

identify key actors in it, as well as their roles. Therefore, the research question is:

How is the CSCS structured and governed?
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The second goal of the paper is to examine if it is a unified or disjoint system. With the numerous
actors and sheer size of it, it is an enormous task to uphold. If several databases exist, are there
data sharing between them? Therefore, the second research question is the following:

Is the corporate social credit system one cohesive system, despite the numerous actors involved?

In the case of a fragmented system, that would impair data transfers, making it even impossible to
process and transfer in an efficient manner between the databases. Ultimately if it is not coherent
that would imply that the actual system is much less efficient than what it is depicted as. While it
is known that the data-gathering is made in silos (by the different agencies etc.) it is important to
know if the data ends up in a single master data base or not. Or if it is possible to make use of the
data in a similar sense. This will be research by investigating commonalities between the system

in order to identify sources of information.

1.4 Limitations

As is well known 2020 was a year deeply affected by the covid-19 pandemic. This limited the
author’s ability to do any type of field research as China at the time of writing had closed their
borders. This did affect the outcome and path that the research ended up taking, but future research
once the borders are open or by researchers in China have the possibility to conduct fieldwork in
order to investigate how the CSCS affects companies operating on the ground.
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2. Methodology

This chapter outlines the methodology and research design of the paper. To that end, in order to
gain a further understanding of the structure of the system this paper will conduct a social network
analysis of the governmental agencies and other actors that combined, gathers and uses the data of

the CSCS. This, by mapping out the involved actors in the system.

2.1 Material

This paper uses second-hand sources in the form of public data from various social credit related
databases, documents from different governmental agencies as well as previous research. The
information gathered in the social credit related databases adds to understand the workings of the
system by cross-examining the information found in one database by investigating commonalities
with others. Investigating the relationship between the system sheds light on the connections
between them and which databases are gathering data from each other. If the system is coherent
that would imply that information of a company on a blacklist would be registered on a blacklist
in another database as well. The usage of governmental documents, which includes legal
documents and reports are to understand how the connections are linked to the system as well as
how the system is used. Adding to this the author found that certain databases were geo-blocking
users outside of China. The author was able to use a VPN and other creative solutions such as

accessing them through her WeChat account.

2.2 Philosophy of research

Philosophy of research involves clarifying the nature of knowledge and how the world is viewed

in this paper. The author assumes a nominalist ontological worldview which is based on the
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individual’s viewpoint of the world. The world is shaped by the belief in the existence of universals,
which are entities that have universal values. The entities can be either concrete or abstract, for
example justice and beauty. Particulars are entities that have human conventions behind the
concepts, thus it depends on the individual that discusses the particular what meaning it holds, in
contrast to the universal values (Solem, 2003). Thus, a nominalist worldview is one that does not
believe in universals but assumes that the world consists of particulars. What is considered a social

credit system also follows this notion, and it is the author’s understanding that it is a particular.

The chosen methodology of the paper is a so-called inductive approach where the author uses
observations to identify consequences (Saunders, Lewis and Thornhill’s 2015). The paper sets out
to use empirical data gathered to develop understanding, which in turn is a result of data analysis
that stems from the social network analysis. It is a qualitative case study which enables the research
to dive deeper and investigate the topic closely. In order to answer the research questions of how
the system is structured and if it is one coherent system, despite the many actors involved. However,
the methodology does not provide waterproof conclusions as it is not saved from potential fallacies.
Faulty premises will lead to a faulty conclusion, as well as concepts considered universals might
not always be. An example is Newton’s law of gravity, while considered universal, it does not
apply in space (Asberg, 2000). Thus, the research is set out to investigate if the CSCS is one
coherent system or not rather than assuming either.

2.3 Social networks

Considering that this thesis sets out to study the connections between the different actors involved
in the CSCS it has chosen a social network analysis as its methodological approach. A social
network analysis refers to the study of the structures of a network. By analyzing the quantitative
properties of its nodes (Borgatti et al 2018). It is an interdisciplinary method, which emerged from

sociology, psychology, and statistics. However, nowadays its application stretches into other fields

15



such as computer science, biology and economics. The versatility and usability of the method
makes it possible to apply it to a wide range of subjects. Ranging from the study of our innermost
circle of friends, the spread of an infectious disease, to a global supply chain network. The benefit
of a social network analysis is that the structure of the network, as well as the relations between
the nodes impacts the network. Examining that gives further information on the characteristics of
it. In addition, social network analysis is a type of structural analysis. However, one difference is
that it does not draw conclusions solely from single variables, but rather analyzes the bigger picture
as the structure is the most important (Grannovetter, 1983). In order to create a complete analysis,
it is important to also study the network on an individual level, thus understanding the actors’ point

of view and their part of the network.

A network is defined as a web of different actors, from here on called nodes, connected to each
other, by so called links. In social science, nodes can represent different things, such as individuals,
organizations, and objects. The links are in turn representing a relationship between the nodes.
They can represent connections, social interactions, flow of data etc. The nodes in the network as
well as their connections is what defines the network, thus examining the relations and connections
in the network is essential (Borgatti, et al 2013).

Networks exists in many different shapes. On one end of the spectrum, it is governed completely
by entities within the network or are highly brokered with actors acting as middle hands between
entities (Tichy, Tushman and Fombrun 1979). A middle ground network would be a mix where
one actor governs key activities while others in the network runs others. Lead-organization
governed network is a type of network which is highly centralized, vertical, with one organization
leading (Antivachis, Angelis 2015). In terms of business that would be a buyer-supplier type of
relationship. All major activities and key decisions are coordinated through one single actor,

implying asymmetrical power.
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2.3.1 Connections

Examining how well connected the nodes are and how they are connected is the target of social
network analysis, since it sheds light on their behavior, power and importance. It can clarify the
cohesiveness of the system as well as examining if there are isolated clusters within it. In addition,
the flow of information between the nodes can be either one or two-sided, depending on if there is
an exchange of data or not. It is directed if the flow of data only goes one way, and undirected if
it goes two ways (Barbasi, Albert 1999). This means that either A gives information to B or if it is
undirected A and B exchanges information. Thus, directed from a node would imply greater

influence from that node.

An example of a system with only direct connections and besides it a system with undirected connections.

In this thesis the edges represent the flow of information, examining whether it is directed or not.
They can be examined by considering the reachability, the connections between the nodes. In
directed graphs where the flow of information between the nodes is only going one way, it is
possible to discover division in the network and to observe if certain actors are isolated or not. If

a node is not directly connected to a well-connected node and only receives information, it has
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very little power compared to the well-connected one. In the context of the CSCS the connections
should be understood as the more connected the more knowledge it possesses, rather than directly
making it influential. The knowledge in turn would make the edge to an important cornerstone or
player in the eyes of the higher ranks, which in turn implies influence or power. In addition, there
is also the prominence of a node’s position in the network. This is examined by centrality, which
in this paper is measured by their degree centrality, eigenvector, and between centrality. As well

as the general structure of the network.

2.3.2 Degree centrality

Degree centrality is the number of connections that a node has. Simply put, the one with the most
toys win. Thus, the more connections, the more central a node is, which implies that they have
indirectly greater influence over more nodes. They are also in a more advantageous position to
have information transferred to them. However, there is a modification to this approach as two
nodes with an equal number of connections are not necessarily equally important. As it rather
suggests that the nodes are central in the network rather than powerful. However, being connected
to isolated nodes and being their single source of information is what makes them more influential
compared to the node which depends on the other node (Bonacich, 1972). However, solely looking
at degree centrality gives a very limited picture of influence and importance since it says very little

about actual influence but rather its importance of gathering information.

2.3.3 Density

The density of the network is the direct ties in a network relative to the number of nodes in it
(Borgatti, et al. 2018). For example, if there are ten people in the network the maximum possible

connections for one person is nine. The number is used to divide the actual edges of the node. The
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denser the network determines how fast information can travel and on how much access to

information certain actors have.

2.3.4 Between centrality

Between centrality is measuring how well-connected a node is. Measured by the number of
shortest paths passing through a node. It can be calculated by the proportion of the shortest paths
among other nodes that pass through the node. Nodes with high between centrality are the ones
connecting different nodes to each other and act as a type of broker or intermediary (Borgatti, et
al. 2018). Comparing it to degree centrality, it may actually result in a relatively low score if it is
only connected to two or three other nodes, but may still act as an important intermediary if it is
the shortest path in order to reach the node with few direct connections. Thus, this measure can
lay ground on which actors in the social credit system are more prominent than others and have a
higher influence due to their access to information. However, if it is well connected between two

clusters it could imply that it is in the periphery of them.

2.3.5 Eigenvector

Eigenvector centrality also investigates the prominence of a node while considering the
importance of its adjacent nodes. If the node is connected to other well-connected nodes that
imply more importance rather than total number of connections (Borgatti, et al. 2018). Thus,
eigenvector may as a complementary measure to the other centrality measures give insight into

what nodes influence the entire network rather than only the direct connections in it.
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2.4 Evaluation of the method

The approach has been selected due to its dual interest in both the structure as well as actors of the
system. Mapping out the connections of the system will bring clarity to the characteristics of the
structure. Illustrating and investigating the structure of the system will shed a light on the
distribution of different actors and their activities in the system as both connectivity, and the
individual role of the actors are important. Using a social network analysis lets the researcher
investigate both. One obstacle with the given method is that it is a descriptive case study and will
not directly be generalizable on other cases. The topic of Social Credit is, at least for now, very
specific to China and the Chinese context. However, by using a wider methodology to examine
the social credit system is also a case of examining the Chinese government in terms of policy
design and implementation on a large-scale policy involving multiple levels. Furthermore, the
author argues for its relevance as China is of huge importance to global businesses and an
understanding of the market and playing field of conducting business is vital to many companies.
Thus, expanding the knowledge of the system is important. Furthermore, the goal of the thesis is
to demystify and examine an area where very little research has been conducted and the aim of the

paper is to fill the research gap.

The strength of the method is that it fits well with the research question as it is a way of visualizing
how the different actors are connected and how they interplay. However, doing a social network
analysis not only provides clarity of how the different actors are connected, but it can also map out
clusters. This would help with researching the second research question. By investigating
eigenvector, the importance of the different nodes also becomes clearer. By comparing that to the
flow of information, potential clusters or silos can be discovered to be their own system. Therefore,
it is a powerful tool to determine if the CSCS actually consist of a number of systems or if it does
not. As it can also identify the most important hubs of data centralization or discover flows.
However, by only investigating the direct connections of the different databases in the network the

importance and influence of other actors higher up in the hierarchy might be hidden as they will
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not be found within the network, and thus this aspect of influence would not be illustrated.
Combining it with a theoretical framework that can further analyze the political dimension and
investigating the relationship between them through other sources, such as official documents is
an important additional method. Another approach would have been a methodological
triangulation where one gathers data using several methods in order to offset intrinsic biases of
single method papers. That would be a method of increasing validity of the research. However,
common means of gathering data such as interviews or questionnaires is not directly suitable in
this field of research. Approaching high level officials is easier said than done. It also does not
make as much sense to do so as the objects of study are different governmental agencies rather
than individuals, which already has been a common research object when it comes to the individual
side of the social credit system. The paper approaches the subject on a macro/meso level rather
than individual company level and so it is questionable if it would be too subjective with regards

to this type of research.

2.5 Research design

In this study the different actors that make out the CSCS are the nodes. In order to answer both
research questions, in the first case the link between them is the hierarchical relationship between
the nodes. In this case adjacency is important to shed light on the direct connections and
relationship between different structures. In order to reveal if certain governmental agencies and
actors are more influential than others and if so which ones. The structure and relationship between
them are also analyzed using the theoretical chapter in order to understand the structures within
the political system in China.

The central objects of research are the different actors involved in the system and their relationship

and connection to the other actors within it. Thus, in order to answer the second research question,

it is vital to look at the flow of information. In this case the commonality will be the blacklists and
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redlists to observe if the information gathered are used by other actors as well, rather than solely
by the creator of the blacklist. Since data is gathered in silos and by different agencies as well as
local actors that have the control of the blacklists and redlists within their database, it is interesting
to examine if the information is gathered and shared further. Or if the information stays within the
same unit. As mentioned previously, information flow between two nodes can be either directed
or undirected and the usage of the blacklist in another database/CSCS will be counted as an
undirected link between the two entities. Blacklists and redlists which are further discussed in
chapter 5, are the most concrete choice of representing a link of data sharing. One reason is that
the source of the penalty is listed, thus making it clear which governmental agency or other actor
is behind it.

2.6 Delimitations

The chosen method is not spared from potential methodological issues. A weakness with the
chosen approach is the lack of transparency of the study object. When studying Chinese policy
and governance in particular, there is always a risk of being affected by its opaqueness. This in
turn, also impacts the possible study objects. Thus, one issue with the method is a potential
uncompletedness due to a hidden population that the author is unable to identify. As the primary
source of the data is public records rather than using a data gathering technique such snowballing
from the connections in interviews. To completely mitigate the risk of a hidden population is not
possible. It might also be hard to find proof of information flow, such as cases where it is hidden
or not publicly known. It could be connected to sensitive topics or certain areas that are important
to the government and therefore not made public. Implying that there is a risk that links between
agencies are left out. Considering the risk, that could potentially skew the findings if there are
players that have a much more prominent role than is made clear. Thus, the research is mainly
based on public records. However, the author is aware of it and the limits it adds to the findings.

However, considering that the option otherwise would be to not conduct the research, the author
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still argues that with what the research can shed light on and investigate still makes it worth the
potential hidden data. In addition when it comes to the study of the social credit system Engelmann
etal. (2019) pointed out that if the system was inscrutable that would defeat the purpose of nudging
companies to better behavior as if they were put on a blacklist without any reason or explanation
they would not know how to improve or behave to not end up there. They propose that the system
itself is semitransparent, as too transparent would make it possible for companies to game it.
Having this in mind that the system would function better for its own purpose if it were relatively
open with the information provided. Nevertheless, the paper first delves into previous research in
order to avoid solely relying on sources from the Chinese government. When it does, such as
discussing the motives and reasoning behind implementing the CSCS, it should still be understood
that they are the reasons given to the public. If there are additional ones, or additional data gathered
it would unfortunately, go beyond the scope of this paper.

In addition the CSCS was from the beginning set out to be in place by 2020 so studying something
that is still in the making might also skew some of the results, as it might be clearer to observe the
connections and impact of it in the following years. By solely conducting a social network analysis
might as Monsted (1995) argues make us blind to more fluid aspects of emerging ties in a network
that is not well established and stable. Thus, by having this in mind this paper does not solely rely
on the quantitative data stemming from the connections found in the social credit system databases.
Therefore, the findings should be interpreted in this light and will still able to provide an indication
of the structure. It is the author’s hope that by mapping out the connections between the different
actors involved it will create further clarity when doing future research on the subject or for
companies operating in China that are affected by the system. In addition to an interesting study
of how the interconnectedness between different governmental and non-governmental actors’

manifests and can be used to compare with other circumstances both within and outside of China.
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2.7 Visualization

The paper will use the software Gephi in order to visualize the network. The most important tool
when conducting a network analysis according to (Nooy et al 2005) is the sociogram. Which is a
graphical representation of the network structure. Gephi is chosen as it has the option of visualizing
one- and two-sided links between two nodes. In order words it can clearly illustrate the flow of

information.

3. Theory

The purpose of this chapter is to map out the theoretical framework that this master’s thesis will
utilize to analyze the connections of the social credit system. It will make use of top-level design
and political steering as theories in order to understanding the structure behind the system. The
concept of top-level design and political steering can be used to illustrate the political actors
involved in policy making and implementation. By assessing the capacity to produce an outcome,
to analyze if the set objectives have been reached or not (Schubert and Alpermann 2019), making
it applicable to the case of CSCS. The theory section also brings up fragmented authoritarianism.
This concept is used more frequently to describe the political system before Xi Jinping came into
power but is still relevant in order to understand the changes that have come since. In addition,

parts of the current political system still have traces left of fragmented authoritarianism.

3.1 Fragmented authoritarianism

Fragmented Authoritarianism is a theory to describe the interplay between local governments and
state government actors. The theory is based on the decentralization that occurred in the Chinese
society following the time after Mao Zedong. Through the reforms that followed, local
governments were given autonomy and could use it to launch their own reforms and policies.

Resulting in that China has even been classified as one of the most decentralized nations when it

24



comes to government spending (Yang, 2013). The fragmented authoritarianism theory states that
due to the decentralized nature of policy making process other actors apart from the state has
considerable bargaining power. So called bureaucratic bargaining (Mertha, 2009). As outcomes
are shaped by interest beyond the state with local actors and even non-political actors being able
to influence policy making and implementation. It is possible that the remains of these structures
have an effect on potential differences in implementing the social credit system. While there has
been a recentralization since Xi Jinping came into power, the author argues that it is not yet
irrelevant and important to understand the current system. As Brgdsgaard and Mertha (2016) states
that since Xi Jinping, policy is still fragmented but is stricter kept in check. For example, with the
difference that coordination responsibility by several Leading Small Groups that Xi Jinping

himself in many cases heads, outranks other governmental agencies.

An example of fragmented authoritarianism is the development of the wind power industry (Lema
and Ruby 2007). The policy coordination had initially started in a fragmented authoritarianism
mode during its development. Later it had moved into a more coordinated phase. Whereas the
fragmented system led to a more hierarchical structure which was increasingly coordinated on
central level. It started off with three different state commissions with overlapping fields all in
charge of governing and leading the project. Unsurprisingly, coordination between them became
a big hurdle. Leading to competition over funds instead of coordinating policies with each other.
It was not until a restructure of the agencies governing it, including giving responsibility to the
National Development and Reform Commission that it could eventually coordinate the different

actors and reach its targets.

3.2 Top level design

Ever since Xi Jinping came into power in 2013 there has been a shift to a top-level design (Til /=

1% 1T) type of governance. This is characterized by a higher degree of centralization, or re-
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centralization. Reversing the shift that followed Mao Zedong that power went from a highly
centralized level to increasingly give room for local level governance, but since Xi Jinping there
has been a gradual reversal. Policy and monitoring have become more and more streamlined at the
top as well as implementations which are under stricter control by authorities at a higher level. It
also includes top-down signaling of which policies should be implemented. This has been a shift
from the previous president, Hu Jintao’s governance since local governments were able to make
their own policies to a wider extent. However, according to the official narrative this resulted in
the negative development of corruption, as well as a growth model based on over-investment and
debt accumulation of local governments which is used to justify the shift (Schubert and Alpermann
2019).

3.3 Political steering

Schubert and Alpermann (2019) argues that China is not governed in only one distinct way, but
rather different modes of governance is used simultaneously both in the same policy field and
administrative level. There is a combination of steering by state power as well as cooperating with
a wide range of actors including individuals, corporates etc. Schubert and Alpermann (2019) states
that party state bureaucracies at central or local level as well as lower level local governments are
both steering objects and steering subjects at the same time. Non-state actors include corporate
actors, collective actors such as business associations, and individual social actors such as lawyers
or business tycoons. The non-state actors also have ability to influence and negotiate and can also
be both steering objects and steering subjects. Pointing to a country the size of China there is no
wonder that there is a degree of decentralization where the local state actors can adjust the set
targets and adjust it to the circumstances of their constituency and local situation. To ensure that
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the policy is coherent across the country, the center engages in a form of meta steering where the

government steers the steering.
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The model is a generic model of a potential policy process where policies are designed at central
and higher levels whereas counties and districts are responsible for their implementation on the
ground. In these situation non-state actors still have an opportunity to negotiate with these actors
as well, as well as a mode for counter-steering/tweaking the course of the steering. However, the
steering objects such as lower level governments and the actors on the public arena responds to
the policy in different modes. In order to overcome fragmentation, the top-level design mode
provides “an authoritative blueprint that stipulates policy goals, if not the concrete measures to
achieve them.” (Schubert and Alpermann, 2019 p. 216). This mode is set for policy fields that are
complex and grand including policies such as Made in China 2025, and the Belt and Road Initiative.
The policies leave room for initiatives and plans from the local governments but as they are vague

in their nature, hierarchical steering is prominent.
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4. Previous research

This part is divided into four different parts. First generally about the more notorious individual
facing credit systems of China, a comparison with previous systems combined with research
conducted in Chinese, and then specifically about the corporate social credit system. The final

section is about the academic discussion about the current state of the system.

4.1 The discussion about the Social Credit System on an individual level

The vast majority of research done in the academic field of the Chinese social credit system has
mainly focused on the individual related systems. By either leaving out the impact on companies
or while acknowledging that there is a company related part, choosing to focus on the individual
level. Aspects such as privacy issues, digital authoritarianism, surveillance etc. are common
themes. With theoretical frameworks such as Foucault’s panoptic model of surveillance being a
common method of comparison (Hoffman 2017). Furthermore, there are researchers that have
observed that while the discourse is referring to a singular social credit system, it is in fact different
commercial platforms (Sithigh and Siems 2018). Likewise, Kostka (2019) points out that they are
voluntary, with similar functions to loyalty schemes. As well as pointing out the fragmentation of
individual related systems. Furthermore, other researchers even suggest that the phrase social
credit should be considered an umbrella term for a broader policy agenda of local and statewide

policies rather than a system that will be implemented on a national scale (Ahmed, 2019).

In more recent time there have also been papers looking into the relatively high approval of
Chinese citizens of different SCS, focusing on systems such as the Sesame Credit (Kostka, 2019)
While Chinese citizens surveyed by western researchers as well as Chinese media predominantly
approves of the system (Ohlberg, 2017), some Western scholars but foremost media often

describes the social credit system as something from a Black Mirror episode, an extension of the

29



digital dictatorship or Orwellian (see the Economist, 2016; Botsman, 2017 etc.). A reason behind
it appears to be a simplification of the original road map from 2014. While the document mainly
refers to regulating companies, there have been a discussion that these rules would apply to
individuals as well. Stating that it will be nationwide and include all individuals (such as Bach,
2020). Horsley (2018), also points out that another common misconception is to mix up platforms
that check social behavior and consumption patterns and attributing it to social credit systems,
while they are rather part of commercial rewards programs. He further states that “unless people
are the sole proprietors or company representatives, have taken a loan or credit card, violated the
law, or defaulted on a court judgement, they’re unlikely to be in the social credit database”
(Horsley, 2018 p. 3). However, some scholars such as Jiang and Fu (2018) states that while the
system might initially emphasize on regulating companies, it could potentially monitor individual

behavior as well.

Another issue adding to the misconception is that many articles cherry pick some functions of the
many pilot city tests as something that will be or stating that it is implemented countrywide and is
basing assumptions on some of the most far fetching ones like in the city of Rongcheng. In
Rongcheng there is a social credit system that does score individuals on compliance with certain
laws and regulations. Such as drivers who do not stop before a crosswalk gets a penalty or a person
gains points if they donate blood (Mistreanu, 2018). However, this is mainly unique to that specific
city. Through this researcher’s case studies on a specific city this in turn turns to another
researchers projection of what might be implemented in the entire China, and further down the line
some media outlets reports this to be the current system in all of China. Instead, Ohlberg et al.
(2017) argues that pilot cities are just trials of different ideas, and Rongcheng is one of many.
There is not a country-wide, unified, mandatory system for citizens in place (Liu, 2019). More
recently there are a few comparative studies made on different city-level systems, brining light to
the differences. Such as Wang and Jiang (2020) on the topic of recycling and different usages of
the social credit system in order to nudge citizens to compliance with new regulations. As well as

Lewis (2020) comparing the Xiamen and Fuzhou systems, highlighting that they are voluntary
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with at the time of writing only having 5% in Xiamen and 21% in Fuzhou of the population as
registered users. With incentives such as discounts or priority access to public services for its users.
On the other hand, penalties are limited to the same legal penalties in case the person was
committing a crime, with the only additional consequences of being locked out of the benefits

from a high score.

4.2 Compared to previous Chinese systems

Another narrative is to compare the social credit system as part of a tradition of different credit or
evaluating systems of Chinese history (Zeng, 2016). Such as the household registration “Hukou”

system, and the Dang’an (#42). The dang’and was a system borrowed from the Soviet Union

which record attitudes and performance of citizens, on an individual level. Recording everything
from educational background, political lenience, awards and punishments. The records were
important as they could affect an individual’s career and educational possibilities. It is still relevant
for people working for the government and state-owned enterprises but not for the majority of
society. Zeng (2016) states that the social credit system is a method of modernizing this system,
by using modern technologies. Or as Jiang and Fu (2018) refers to it, a digital dang’an. Worth

noting is that while individuals were in dang’an, companies were not.

From the academic discussion in China, published in Chinese, the social credit system is mainly
regarded as an extension of the regular credit system (Yu, 2018). With frequent comparisons to
other nations or how it has evolved in time to what the scholars define as a multilayered and
modern method of governance (Chen and Yang 2018). Scholars like Chen and Yang (2018) further
argues that the corporate social credit system has a much wider sense of governance than in
comparison with western narrow emphasize of regulation. Besides the traditional roles of the
legislating government there are also what they refer to as crime scene investigators. Consisting

of business associations and media who are able to encourage and give penalties to companies. At
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the same time, they can exchange ideas with the government. In addition, there are also the
competitive producers of the market. These are companies that uses credit as a product such as
guarantors, and lenders etc. At the same time, they are also crime scene investigators, since they
are the ones who gather data on credit defaults, and credit records etc.

4.3 The Corporate Social Credit System

While the academic discussion has mainly focused on a SCS that affects individuals, the discussion
about how it affects companies have been growing in recent years. One of the earliest pieces is
Meissner’s MERICS (2017) report, which emphasize that the main target is to regulate
corporations rather than individuals. The focus of the report was foremost on the implications for
foreign companies in China as it also appears to be the intended audience of the report. She defines
the system as a toolkit for monitoring, rating and steering companies in order to improve
enforcement of regulations and policies. With the goal of becoming a self-enforcing tool of
business regulation. An additional emphasize is laid on steering companies towards participation
in industrial policies rather than the system only working to enhance regulation.

As the topic has become more current with time, 2019 saw an upswing in popularity from several
China based think tanks, business groups and consultancies which all published their own reports
on the corporate social credit system. Adding businesses to the discussion of the Chinese social
credit systems. Such as the European Chamber of Commerce in China’s (2019) which included
material gathered from interviews with some of their members in order to give insight into some
foreign companies’ experience with the system. There have also been surveys conducted on
international companies present in China, where the social credit system has been given some
space. Amongst them, one of them was conducted on 70 Danish companies (Royal Danish
Embassy Beijing, Danish Chamber of Commerce, Sino-Danish center for education and research,

2020). However, only 5% of the asked companies regarded it as a huge concern. 44% stated that
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they had some concern about it while the rest rated it as of little or even no concern. The uncertainty
of what the system entails and what effect it will have — is how the survey explains the answers.
One responded commented that another part of the explanation is that Danish companies already
has a high CSR profile and play by the rules. Thus, they were unlikely to be greatly affected by it

as to the respondent’s understanding it aims to target the rule breakers.

4.4 One system to rule them all?

Just as researchers’ opinions are divided on the future extent and target usage of the system, in
addition, there is a divide both on the current state of the system as well as on how coherent it will
be. So much so that there is a divide if it should be described as one system or if it is actually
several systems. Outside of the academic sphere the singular system is dominant. Perhaps it is the
source of the uncertainty of if certain aspects will include both citizens and companies. While in
academia it is often referred to as a system, the separate individual part and corporate part more
frequently gets acknowledged. Ohlberg et al. (2017) stated that there are two types of pilot social
credit systems, one commercial and city level. Using examples such as Sesame credit run by a

subsidiary of the tech giant Alibaba and separating it from the local government run system.

Taking a more careful approach than attempting to predict the future, scholars have argued that it
is a fragmented system which still face many challenges before it would be possible to implement
on a larger scale (Creemers, 2018, Zinnbauer, Hansen 2018, Roberts et al 2019). Even Chinese
scholars (Chen and Liang 2018) points out that sharing information between the different regions,
governmental agencies, industries etc. is one of the key issues to solve in order to efficiently
implement a unified system. Both in terms of the wideness and depth of the information that can
be shared as well as the usability and quality of it. After all, the data must be possible to interpret
and be comparable as it travels between different databases, run by different governmental

agencies and local level actors. At the same time Ahmed (2019) points out that the algorithm used
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in the system is relatively unknown, making predictions on what a unified system would be able
to do, very hard to predict. Adding to that Liang et al. (2018) describes the data collection and
details of the system as a black box. Ahmed (2019) remarks that the wide range of areas and goals
covered in official documents suggests that the government might be unsure what the system can

accomplish and that they are still in the process of figuring it out.

However, on the other side scholars such as Chen and Cheung (2017) as well as Meissner &
Wubbeke (2016) argues that the system is all encompassing and controls and shapes society,
Meissner (2017) has further predicted that the system will integrate central and local data with
industry associations and private rating services which will become a state-run platform once
completed. Whereas Chen and Cheung (2017) argues that the system will include all Chinese
citizens and all companies operating in China. Other scholars argue that the system is more or less
in place. Such as J. Bi et al. (2019) which describes it as an information sharing platform were 39
different ministries and commissions as well as “all provinces, autonomous regions and
municipalities” (Ibid, page 730), and that it has collected information about more than 6.5 billion

items.

Other perspectives are a bit cautious about the future such as Sithigh and Siems (2018) which
states that it is not one coherent system and separates it into different systems run by the
government, pilot cities and financial institutions. However, their main focus of research is on the
individual level systems and their comment should be interpreted within this context. In addition,
they question if the separate systems eventually will turn in to a state-run mega system or not.
There is also Liu (2019) which describes the system rather as multiple co-existing systems which
is used differently on different groups, levels and that they often do not aggregate. Dividing it to a
commercial, municipal, and two nationwide, one run by the People’s Bank of China and one run

by the ministry level National Development and Reform Commission.

As for the non-state actors such as tech companies involved Hatton (2015) argues that the they are
running their own social credit projects such as Alibaba and their Sesame credit score, and that is

a part of the system since that their algorithms will be implemented in the centralized system.
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Liang (et al 2018) remarks that private sector efforts are a vehicle for the government to test and
transfer features for future inclusion in the government run version. They further state that it is
using a collect everything approach. Wong and Shields Dobson (2019) remarks that it remains to
be seen if they will actually be implemented or if the government will allow them to continue to

work independently.
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5. The structure of the Social credit system

In order to dive deeper into what the actual system is, this chapter is about the functions of the
social credit system: Its structure, usage, and mechanisms. Such as the notorious blacklists and

redlists. It also investigates its purpose based on the official narrative.

5.1 Functions

The general function and premise of the corporate social credit system is a database for financial
and economic activities, to assess a company based on certain parameters. They are based on laws
and regulations, taking financial, economic and sometimes sociopolitical regulations into account
(Ohlberg, Ahmed and Lang 2017). There can also be other parameters added, changed and adapted
to fit certain goals and policies. One example is during the covid-19 pandemic, where there has
been new regulation put into place which both gives penalties and rewards in accordance with
compliance related to it. See the later section in this chapter for concrete examples. The parameters
of the system are specific and includes compliance with regulations such as related to taxes, the
environment, and labor rights. It also evaluates credit history, as well as if debts are payed on time
etc. (Jin 2018).

Information about the companies are obtained from different public records. For example,
governmental agencies such as the tax office, different level courts etc. If the performance is good
it can lead to rewards, while bad ones such as committing corporate crimes leads to sanctions and
penalties. However, worth noticing is that a point system with an exact score does not seem to be
central to the system, as it is not mentioned in the initial document (The State Council (2014). In
accordance with the guiding document, Meissner (2017) pointed out that the initial plan does not

mention anything about creating and monitoring a single aggregate score for every company, but
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it does urge the ministries responsible for each sector to carry out classifications of different credit
ranks. The social credit system should instead be thought about as a record of the company, for

the user of the record to make their own evaluation about the companies.

The enforcement mechanics of the system are blacklists which are used as a punishment
mechanism to hold corporates that break the law accountable. The penalties can in some cases be
extended to the legal representative of the company which in turn would limit the person from
taking out certain loans or purchases, in case the company had defaulted on its loans (Ohlberg, et
al 2017).

However, while there are measures such as blacklisting there does not seem to be a mechanism
that warns companies when they are in risk of being listed or once they have been listed (European
Chamber of Commerce 2019. As Ahmed (2019) remarks it falls on the individual company to
discover that they are part of a blacklist. An extension of this is that it is likely that not all data
collected is made public (Liang et al, 2018), assuming that some of the data is made for the
government or the agency which controls it only rather than everything being used in a method of

shaming the company to compliance.

5.2 Purpose

The goals of the corporate social credit system are multitude. While the actual main policy
document Plan for Establishing a Social Credit System (The State Council, 2014) lacks a clear
definition of the term, its purpose is stated to increase trust in society and thereby decrease
transaction costs due to the general low trust in society (Shen, 2019). Furthermore the system aims
at “improving sincerity in governmental, commercial and societal affairs, on raising judicial
credibility and the honesty mentality and credit levels of the entire society with international
competitiveness and a harmonious socialist society as ultimate goals” (Translation by Hansen and

Weiskopf, 2019). This should be understood by a context of many years of struggles with scandals
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covering counterfeit and even dangerous products (Ahmed, 2019). One infamous example is a
baby milk powder scandal in 2008 which unfortunately turned lethal (Jin, 2018). The scandal is
still central in many people’s memory and the huge amount of imported milk powder shows that
it has caused huge damage on consumers trust in the domestic milk powder sector. As many that
can afford to buy from foreign brands, does not even consider domestic ones (Strait Times 2019).
An efficient system would facilitate for the public to instead filter through companies with a bad
track record, as well as easier keep unserious companies accountable. It could also be useful for
new entrants to the market and foreign companies that want to engage in business in China to find
serious partners and reduce risk of being subjected to foul play. As well as increase trust from the
public of certain industries that previously has had scandals and being able to separate reliable
companies that operates by the book. This, since an effective system would increase the capacity
to enforce and control market regulations and policies, and strengthen rule of law (Meissner, 2017).

Another reason is in order to integrate and unify the decentralized systems regulating companies.
According to Creemers (2018), previously each different regulator has their own system of
registering companies, and so the business license, social security services and tax registration
would all mean different registration numbers for the same company. Considering the vast size of
China, it has been possible for people to start companies, scam customers and then move on to
another part of the country and register a new company. Since 2015 all companies registered in
China has been given a social credit code unique to the company (The State Council, 2015).

Another way of understanding the purpose of the system is on a higher level than just regulating
companies. According to Creemers (2018) it can also be used as a method of keeping local
governments in check. As a part of the recentralization and method of decrease corruption, which
has been a central policy during Xi Jinping. Since one of the consequences of being listed on a
blacklist is that companies would be shut out from getting procurement projects and government

subsidies. Despite good ties with local officials, it would still shut them out from participating.
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5.3 New tech

Another target of the system is to combine the effort with the usage of new technologies such as
big data, 5G and Al powered technologies. This being a natural step as the system is set to handle
a massive amount of data, with the new technological advancement enabling a large scale and an
advanced metadatabase. Since Xi Jinping came into power the usage of technology in order to
enhance and increase the governance capacities has increased (Lee, 2019). New technological
advancements also carry new possibilities of both depth and width for the CSCS. For example,
cloud computing and big data enables the system to keep tabs on the huge size of the system
(Creemers, 2017). In arecent guiding paper, the State encourages departments and regions to make
use of next generation IT such as big data and Al technologies (The State Council 2019a).

A goal for the system is to be able to move from monitoring before or after something has happened,

to continuous monitoring (E F = /55 &) both through data gathered by the companies

themselves as well as inspections done by governmental agencies (The State Council, 2019a). In
another recent Guiding Opinion next generation technologies was once again emphasizing to make
such a system efficient. Also naming, big data, 10T, cloud computing, Al, blockchain and so on,
in order to maximize the efficiency, optimize costs and minimize disturbance for the market entity
(The State Council 2019b). Smaller attempts of creating a real time monitoring system has already
been made. In Jiangsu companies were made to give out real time emission reports on their
factories, which data would be transferred and used in real time (The European Chamber of
Commerce 2019).

Looking at the usage of Al Roberts et al. (2019) states that the focus of China’s Al governance
effort appears to center around its use in the social credit system. Implementation of Al would
increase the governments capabilities. However, much like in certain parts of China and parts of

the economy, it is full of contrasts and while somethings are high tech others are based on civil
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servants manually filling in forms with pen and paper. For now, the same appears to apply for parts

of the social credit system as well (Roberts et al. 2019).

5.4 Blacklists and redlists

The central incentive mechanism of the social credit system is to ensure compliance through
blacklists and redlist. They are often defined as blacklists for companies who failed to comply with
the system, and redlists for companies complying with and performing well (Creemers, 2018). The
mechanism can be used to shut out unserious actors, such as corporations that have committed
crimes, and block them from certain commercial activities. Such as participate in governmental
procurement, financial activities such as receive stock options, receive government subsidies etc.
(Creemers, 2018). It also adds a dimension of public shaming. Since companies being backlisted
are public it would potentially make other businesses unwilling to work with the company and tarn
the reputation of it. If successful, the system would be a vessel of improving regulatory compliance.
On the contrary, redlists works as a method to promote and encourage good behavior by giving

awards to companies doing well, complying with laws and rules.

One thing to take note of is that the current system does not consist of one coherent blacklist and
redlist. Instead, a multitude of governmental agencies and local level actors all have their own. In
turn the blacklists and redlists can be shared with other governmental agencies and other actors
(Ahmed, 2019). Sanctions due to becoming listed on a blacklist are not limited to affecting the
company; it can also affect the legal representative and even key representatives of the firm. One
example would be if a company defaults on their debt it would also make the key personnel liable.
This can lead to prohibiting them from becoming a legal representative in another company, or
access to certain conspicuous consumption. One of the most developed type of blacklists is one
that lists companies, or key personnel which has been ruled to pay for a fine but refuses to do so,

even though they have the financial means. (Liu, 2019)
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At the same time Engelmann et al (2019) argues that there is an information asymmetry
considering it would be essential to know what constitutes either bad or good behavior in order for
the system to effectively steer the users towards wanted behavior. While blacklists cite regulations
as their guide to measure what company ends up there, but for redlists the rules appear to be much
vaguer. Becoming listed on a blacklist also comes with consequences, while redlists are rather
honorary and reputational rewards. So, the mechanism of blacklists theoretically has an effect on

compliance while redlists does not.

5.4.1 Blacklists

The multiple existing blacklists stem both from the jurisdiction and rules of the governmental
agencies as well as local level systems. The source of what company should be put on a list stems
from court rulings from different levels, ranging from municipal level courts to the Supreme court.

From official data from 2018, the most common reasons for being put on one of the lists were tax

fraud, financial crimes such as severe dishonesty towards debtor (F2EL(F(HSA), illegal

fundraising, severe dishonesty towards venture capital firm (FEEL(SEINIFEEIY) (China

Credit, 2019). The traditional credit related part appears to be a central part of the system. However,
there are other parts in other jurisdiction such as compliance with environmental regulations where
companies face penalties if they fail to comply with local environmental regulations which in turn
can shut them out of certain contracts (The State Council 2020). Both legal representatives and
key personnel of the company and the organization itself can end up on a blacklist. There have
already been cases of international MNCs being affected negatively by the system were at times
unaware that they had been listed. In these cases, it had led to denial of certain permits (European
Chamber of Commerce 2019).

41



5.4.1.1 Dispute mechanisms

However, ending up on a blacklist does not mean that the company has to cease to operate. While
there is sometimes an order to stop business activities during a limited time, companies have ways
to appeal and restore credit. In addition, there are also disputing mechanisms. When researching
the Beijing system, Engelmann et al. (2019) found functions where people can directly send in

complaints to the database if the company had incorrectly listed information.

The most interesting part is that there are also methods of restoring a company’s bad credit. This
has been outlined as a necessary function for the legitimacy of the system, and even the NDRC
who is a major player behind the system has expressed its necessity (Creemers, 2018). Since 2019
it is possible to be delisted from the blacklist, resulting in a growing market of companies that are
offering their services in order to facilitate restoring the track record. This not just restores it, but
also completely erases data on previous crimes from the database. In normal cases the time that a
company must spend listed on a blacklist is minimal and far from an indefinite ban. Only for
exceptional crimes companies must stay listed for at least a few years. However, there are also
ways to restore the credit by paying a fee for it. A company can restore credit by filling in certain
paperwork and then provide it to the corresponding governmental agency that blacklisted the
company or directly to Credit China. With it also comes a small fee. In some instances, there is
mandatory training in order to ensure that the company improves their behavior and following that

an online multiple-choice test (Caixin, 2020).

The idea behind the possibility to restore credit is to reduce the impact of ending up on a blacklist.
As Xinhua (2020) describes it, credit restoration is not a way for bad companies to have an escape
route but rather an opportunity to keep on the path and turn forward. The reason behind it is to
allow companies to restore credit and make sure that it does not result in excessive punishment.
However, Caixin (2020) reported on a company listed on the national Credit China website which

had been blacklisted in the end of 2017 due to a severe pollution scandals resulting in the death of
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five people. But since they had gone through the credit restoration scheme, the record is not found
anywhere. Even though it was only a few years ago. Implying that even when the company is
looked up, the bad record is nowhere to be found. Another company was fined for selling pet drugs
without a license. The company was blacklisted by a governmental agency and the owner expected
to be listed for several years. A credit restoration company then reached out and helped the owner
to pay 1800RMB to the governmental agency that listed him, in this case the local agricultural
bureau, and after completing a test the record of the fine was completely removed from the website
Caixin (2020).

5.4.2 Redlists

Justifications of appearing on a redlist are vaguer than the blacklist counterpart. As Engelmann et
al. (2019) study of the Beijing’s social credit system they pointed out that blacklists cite laws and
regulations which clearly states punishments and penalties, but the criteria for ending up on a
redlist are vague. The Beijing system does not even use the word redlist but rather uses the term
good behavior. In their research reasons for ending up on a redlist was examples such as tax awards,
“harmonious labor relations” and “Excellent contributor to developing Chinese socialism” (p. 7),
however it does not state why the title had been given to the company. While it could be explained
by the system still being a work in progress, one reason stated by the authors is that it could also
be that it would be possible to game the system if it was constructed too transparent.

In the state-run Credit publication magazine, which is affiliated with the government and also
featured on the official Credit China website, contains a regional blacklist and redlist in each issue.
The companies listed on the redlist did not provide any further motivation either, or does it state
why they had received the honor. In the June 2020 issue (China Credit 2020) the redlist featured
the category High level Certification of Customs. The author even identified a foreign company

on the list, LG, the Korean MNE’s Tianjin based subsidiary. Showing that foreign companies are
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not only found on blacklists, but they can also be on the redlists. However, neither on their page
on the National Enterprise Credit Information Publicity System’s Tianjin page nor on the third-

party platform Tianyancha page there was any trace of the reward.

5.4.3 Covid-19 and social credit

Throughout 2020 there have been many new measures implemented as a result of the covid-19
pandemic. In cities like Beijing and Shanghai companies got penalties if they increased prices on
essential medical equipment and masks. As well as selling counterfeits (Chipman Koty 2020). On
the other hand, companies with a good track-record can apply for loans with a lower interest rate

in order to alleviate the impact of the pandemic (Roedl, 2020).

However, it seems that the biggest change is more accommodations for companies affected by it,
in the shape of exemptions of penalties (Roedl, 2020). Providing that the behavior was a result of
lack of compliance due to the virus. For example, firms that fail to pay taxes, repay loans, or
insurance premiums. As well as delays in shipments, reporting and signing contracts (Chipman
Koty 2020). There is even a policy in Beijing that exempts SMEs and microenterprises from
negative measures, due to inability to pay back loans, caused by the outbreak. It is for now only
valid throughout 2020 (Roedl, 2020).

On the other hand, some local governments have implemented premiums for companies aiding the
containment of the virus. As well as credit restoration schemes for companies for the same kind of
companies but that since previously has a low score (Shanghai City Government 2020). There are
also additional measures to encourage research and product development related to prevention,
curing, and treating the disease. Not just an increased score as a result of it. Successful measures
can also lead to preferential treatment for project funding, free insurances etc. (ibid.). In Hubel
there were also exemptions from road user charges for vehicles transporting medical supplies and

hospital personnel, during the beginning of the outbreak in the end of January (Roedl 2020).
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6. The different agencies

This part maps out the different agencies and actors that are part of the corporate social credit
system, on which the network analysis builds on. In order to answer the research questions of how
it is structured and if it is one coherent system, the result is based on the findings and connections

of this section.

6.1 The top

Within the Chinese legal system, the central government has absolute power over state
administration. What power the local governments have has been delegated from the higher level.
However, in practice administrative regulation are commonly supplementing the national laws as
they are more comprehensive (Fu, 2010). At the same time, as administrative regulations are
governing the everyday of China, they provide experience and a base of the national legislation.
In the context of the social credit system, in top is the creators of the blueprint framework Planning
Outline for the Construction of a Social Credit System, the State Council (2014). They set the
agenda and long-term goals of the system. Publishing guiding opinions which contains ideas, goals
as well as encouragement of accelerating or including new technology such as (2019a and 2019b
etc.) In addition, Xi Jinping leads the Central Leading Small Group for Comprehensively Deeping
Reform which monitors the project (Ohlberg, M., Ahmed, S., & Lang, 2017). Worth noting is that
below there is no specific national level agency or ministry solely responsible of the corporate
social credit system. The tasks have been given to both the Chinese Central Bank — The People’s

Bank of China, and the National Development and Reform Commission (NDRC).

6.2 National Development and Reform Commission
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The National Development and Reform Commission (NDRC) which are on the same level as
governmental ministries, leads the implementation process of the social credit system together
with the People’s Bank of China (Meissner, 2017). The NDRC focuses on improving the
regulatory environment as well as governing and coordinating the governmental agencies involved.
Furthermore, they oversee the design and implementation of the blacklists of the different
governmental agencies (Liu, 2019). They also have a say in the local level initiatives and have to
approve the systems before they are implemented. At the same time, the NDRC is leading the
continuous evaluation of the system while local authorities are running it (The State Council
2019a).

Underneath the NDRC is the National Public Credit Information Center, which runs Credit China,
a website that compiles information about the credit system and is facing the public. It also runs
the National Credit Information Sharing Platform. The platform gathers data from 42
governmental agencies and all of the province and tier 1 level cities (Liang et al 2018). On the
website there is only the option to search for the registration number for a company. With the
number it is possible to search on the Important to pay attention to entities list, where companies
who have been blacklisted are listed. It does not state why the company is listed and only states
how many times they have been listed. It is also possible to search for awards, and lists related to
individual credit. While the author searched for companies on the awarded list nothing showed up.
Even attempting multiple attempts such as famous companies, searching for city names, which are

common in company names yielded no result.

6.3 People’s Bank of China

The corporate social credit system is partly led by the People’s Bank of China, which is the Chinese
National Bank. In a speech in June 2020 by the Deputy Bank president, he stressed that a core goal
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for the credit operations of the PBoC is its continuous work with improving and developing the
system (Government, 2020). The PBoC’s role originally stems from its creation of The Credit
Reference Center. The first launched national credit system in the 2000s, which had a narrow focus
on financial credits. This system often gets referred to as the first-generation credit, whereas the
social credit system is the second generation. The system still maintains the narrow definition and
focuses on gathers financial data from banks and financial institutions and is used by lenders (Liu,
2019). It also gathers data from the blacklist of people who are refusing to pay fines despite having
the financial means. In 2019 the PBoC stated that it had collected information on 25.91 million
companies as well as 990 million natural persons, announcing that it had data files on all legal and
natural persons engaged in credit activities in China. The information is released in a credit report
which other financial institutions can use as a reference when analyzing the risk, containing credit
information including loan information and repayment history which is described as the core of
the report. It also contains public records which are court enforcement, penalties, tax arrears. This
information is obtained from other authorities (Credit Reference Center, 2020a). The data has also
been used in tech companies commercial credit initiatives. Unlike the NDRC the PBoC maintains
a narrow definition of the social credit system as their focus is on the traditional credit side, rather
than the honest and trustworthy part (Liu, 2019). This part is evident in their interaction with tech

companies, which in this thesis is expanded on in section 6.5.

Unlike the NDRC’s platform, the Credit Reference Center does not host an online public database.
It is possible to request data about a specific company, a so-called credit report by filling in an
application. According to the PBoC requesting information can only be done with the consent of
the company. Governmental authorities, banks as well as the company itself are the only ones able
to request the credit report (Credit Reference Center, 2020a). While the author is unable to access
any of the reports, a sample with a fictitious company is listed on the website (Credit Reference
Center, 2020b). It states information such as the number of loans and their value, and basic

information about guarantees, debt paid, current liabilities, and loans, including which bank is the
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credit grantor. It also lists information about the senior management, as well as major investors.
In the public records part court enforcements and penalties are listed. In the example, cases were
filed to a local court in a district in Beijing as well as a city in Sichuan. Further, it also lists awards
as well as licenses and certifications. In this example the company was awarded a Famous Brand

of Beijing in 2018 by the Beijing Supervisory office of Quality and Technology.

6.4 State Administration for Market Regulation

The State Administration for Market Regulation (SAMR) have not been involved to the same
extent as the PBoC and NDRC but it is also an important part of the system. As they run their own
platform, which is perhaps the biggest database of companies, the National Enterprise Credit
Information Publicity System (2020). The platform in turn provides data for all legal entities in
China. The goal is to combine the data from other platforms of enterprises on all levels. Using the
local branches of the SAMR to record the information needed. At the time of writing, the website
is divided into different cities. So, one has to select the specific city one is interested in, in order
to look up a company.

Another feature of the SAMR system is that they have two different lists. One is called the Heavily
Distrusted Entities list, compiling companies that are recorded on multiple blacklists, or that have
committed serious crimes. As well as companies punished more than 3 times within two years.
The other one is the Abnormal Operations list, listing companies that have failed to disclose
information, or not done so truthfully. In addition, they also list fines that have been issued to the

company. Worth noting is that the system does not include any redlists or rewards.

An example of a company on the Heavily Distrusted Entities list is a Beijing based company
dealing with biochemistry research. The reason for their listing is that they have been listed on the
Abnormal operations list enough times and that they have not improved their behavior. They have
been listed three times, the latest in July 2020. The Beijing SAMR are stated to be the agency that
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listed them. Unfortunately, on the list of Abnormal Operations the reason behind their listing is
not specified. It only states that because they had several penalties previously they should be listed
on the Heavily Distrusted Entities list. Since the first listed post is from 2015, it might be that the
original penalty is not listed anymore and on the company information site there is no further
information on why the company was listed. The same information shows up on Baidu’s third-
party platform, with no additional information on why it was listed. Interestingly enough both
databases list the company as open for business, despite the latest listing on the Heavily Distrusted
Entities list, which at the time of writing, was only a few weeks earlier.

6.5 Tech companies

The Chinese tech champions has been growing increasingly throughout the years. Starting from
the beginning when the system was announced the Chinese tech champions have been working
closely with the government. Before that, since 2013 there has been an MoU between 11 major
companies on long term collaboration of using big data, with for example the Baidu and Alibaba.
To help support the technology of the system tech giants such as Alibaba and Baidu provide means
to collect data (Liang, Das, Kostyuk, 2018). Baidu, Alibaba and Tencent (BAT) are as Jiang and
Fu (2018) remarks the national champions of the Chinese tech industry. Tech companies have been
mentioned frequently as potential gatherers of third-party data in official documents (The State
Council 2019a). The European Chamber of Commerce (2019) also points out that companies such
as Alibaba which has the huge e-commerce platform Taobao would be able to use the data gathered
about transactions on the platform and integrate it as part of a system. However, the tech companies’
major influence on the internet might create a rivalry between governmental agencies and
companies. There is a distrust towards some commercial players in official media which is a

reflection of this. The Alibaba’s private social credit scheme Sesame Credit has also received
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criticism from the People’s Bank of China because of disagreement of different functions that

would impact a user’s score.

At the same time their influence has the power of enabling actual enforcement of the system as
well as gathering data on a wide level, as it is unlikely that the government agencies would be able
to create it on their own. These two features are identified by Ohlberg, et al. (2017) as why the
tech companies are such important actors in the construction, implementation and gathering of the
data of the CSCS. They have also played a great role in the infrastructure for many city run systems
(Liu, 2019) However, the companies are still very reliant on the governmental agencies creating

legroom for the companies to experiment, thus there has to be a balance.

In 2015 eight tech companies were given licenses by the PBoC to develop their own pilot credit
platforms, both for consumer and corporate credit services. It resulted in the creation of Alibaba’s
Sesame credit, as well as Tencent credit, Kaola credit, Pengyuan Credit, Qianhai Credit,
Intellicredit, Sinoway Credit as well as China Chengxin credit. Liang et.al (2017) states that at the
time China actually had two parallel systems, with the official one and then the private credit
schemes. Or as Liu (2019) defines it, it was a trial to create individual scoring systems. Jiang and
Fu (2018) remarks that there is incitement for the tech companies to provide data and cooperate
with the government as that would maximize political and economic gains. However, three years
later in 2018, none of the companies’ licenses were renewed. Instead they became shareholders in
Baihang credit, with each company given 8%. Together with the People’s Bank of China
controlled the National Internet Finance Association of China which holds 36% (Von Blomberg,
2018). While Baihang focuses on individual credit they have a special category of corporate credit.
With Baihang the PBoC could use the data to supplement their own data, as they have previously
had issues with obtaining information such as the location of the company (Jin, 2018). However,
Baihang has initially struggled with gaining access to usable data (Financial Times, 2019) with
even shareholders such as Alibaba and Tencent being reluctant with providing data from their
platforms. Since their own systems had become very successful. For example, the GM of Sesame
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Credit stated that there is no data sharing with Baihang as late as 2019 (Chen, 2019). Perhaps due
to that the credit system is one of the most successful ones, it is still in use. According to Liu (2019)
the differences between the systems and that they added multiple additional functions and features
is also one of the reasons that none of the licenses were renewed and that Baihang was established.
Since it suggests that the PBoC wanted to move away from a superfluous system but rather focus
on the financial field. Such as based types of purchases and gaining certain discounts and the ability
to rent things deposit free. Its officials stated that there was a lack of understanding from Alibaba
of what the credit system as they had included these extra functions (Liu, 2019). While Baihang,
at the state of writing, is yet to be developed, it is assumed to be a system were data is aggregated
from different sources. Their own vision and goal are to be a forerunner of credit reporting and the
most quintessential on the credit Chinese market (Baihang Credit, 2020). On their website they do
list some of their cooperation partners. While it is listed as personal credit, the actors listed are
tier-one cities and provincial level governments. There is a part for small size companies but not
more than that. (Baihang Credit, 2020b) If the direction of Baihang will lean more towards

individuals rather than companies remains to be seen.

6.6 The Courts

The Supreme People’s Court is the highest-level court. It plays an important part as a source of
data for the system and was one of the first actors involved in it. Since 2013 there is a list kept of
legal and natural persons who have failed to fulfill a court order (Supreme Court 2020). Failure to
fulfill court rulings on multiple levels are included as datapoints for several systems as a reason
for including a company on a blacklist or log their misconduct. The data from High court rulings
also goes to the Supreme Court System were all high courts in China are searchable. Similar

measures are in place for legal and neutral persons that are registered as debt defaulters (FZ #i). In

order to gather and make use of the data many actors connected to the social credit systems

including private ones has an MoU or agreement with the Supreme people’s court, which involves
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sharing the list of the debt dodgers that have defaulted. Companies such as Alibaba then uses the
data to block purchase of luxury items (The Supreme People’s court of China, 2016). The defaulter
remains on the public list until they have repaid their debt (Creemers, 2018). For companies, the
data is shared with 40 other central governmental agencies that can impose sanctions, for example
restrictions in procurement contracts, more frequent inspections etc. This system is referred to as
a joint-sanction and reward scheme. In addition to the defaulter blacklist there is also one for tax-
evasions, executive misconduct, violation of work-related safety regulations as well as breaking

commercial market regulations, gathered from the responsible ministries (Dai, 2018).

6.7 Ministries

On a ministerial level there are several databases for Corporate Social Credit. Each have their own
different criteria and rules for what constitutes good and bad behavior as well as what ends up on
a blacklist (Liu, 2019). As the databases are still a work in progress for many ministries the author
selected two that are running. The Ministry of Housing and Urban Rural Development and the
Ministry of Tourism and Culture. Representing different sectors and types of companies involved
with the ministry. In common with both systems is that there is no score for companies, instead
they focus on background information and certain behavior, such as penalties and rewards. The
Ministry of Housing and Urban Development appears to provide more detailed information.
Interesting to note is that the Ministry of Tourism and Culture’s system uses the term Dang’an for
record (unlike the Ministry of Housing and Urban Development which uses the word jilu which
also can be translated to record).

6.7.1 The Ministry of Housing and Urban Rural Development
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The Ministry of Housing and Urban Rural Development has its own credit platform (National
construction market supervision public service platform 2020), for companies involved in the
construction industry. The companies included are from different parts of the country. The
companies have their unified social credit number listed and when the author did a test on the

China Credit website the same company showed up in their register. Companies that were checked

was the top company listed as the latest added, the yL.P8 K T./k [ T2 B A BRZAE] (Jiangxi

Tiangong water and land engineering design limited co.) did not have anything listed on any of
the category’s bad behavior, good behavior, or the blacklist. It only had the basic registration
information such as legal person and where the company is registered. It could be that the database
is still a work in progress as at the point of writing there was the option to look for the latest
company and employee added. With multiple listings of the same date as the author retrieved

information from the website.
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The Jiangxi Tiangong water and land engineering design limited co. on the social credit site of the Ministry of

Housing and Urban Rural Development.
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For other companies there is more information provided such as for the Inner Mongolia Golden

Great Wall engineering project management limited co. (N5¢ i &KX TR H E B AR E]),

which has a post about past bad behavior. The company has been ordered by the Ministry of

Housing and Urban Development to close down for 90 days and not undertake any new projects.

The reason listed is that a building that they were contracted to inspect collapsed during a storm,

which resulted in the death of 8 people. Their inspection was deemed inadequate as the accident

was considered the result of neglect. Interesting to note is that the company is not listed on the

platform’s blacklist but solely in the category of bad behavior.
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Inner Mongolia Golden Great Wall engineering project management limited co. on the social credit site of

the Ministry of Housing and Urban Rural Development.

6.7.2 Ministry of Culture and Tourism
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Another example of another ministry level social credit platform is by the Ministry of Culture and
Tourism. It also has its own website, the National traveling supervision service platform (2020).

However, compared to the Ministry of Housing and Urban development, it is not as informative.

At its current state it only provides basic information. The author chose to look at C-trip (#51£)

which is one of the biggest travel related booking websites in China, comparable to a combined
Booking.com and TripAdvisor. Despite being a huge company on their page there were no records
of any black- or redlist or other behavior, but only basic information. To compare it with another
platform the author looked up the same company on the third party platform Qichacha, where it
had listed that C-trip had payed a fine of 10000RMB issued by the Beijing department of Culture
and Tourism, which is the Beijing local level office of the Ministry of Culture and Tourism. When
looking at the SAMR database for Beijing companies they list a fine of 300000RMB that was
issued by the Beijing Chaoyang department of the Administration for Industry and Commerce.
But in the SAMR database it was listed under Fined behavior. Thus, while the SAMR appears to
gather data from other ministries, the Ministry of Tourism and Culture does not even from local
level branches of the same agency. That is to say in its current form. Unlike the Ministry of
Housing and Urban Development the Ministry of Tourism and Culture platform did not post the
latest added companies and so if that was the case with C-trip, or that there are features that will

be added is unknown for now.
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6.8 Local governments

Local governments are also involved as they are the actors that implement the policies. Even before
2014 there were several cities that had their own type of social credit system up and running. While
some were primarily focusing on individual behavior such as punishing petty crime, others like in
Shanghai had an app called Honest Shanghai which not only looked at individual credit scores,
but it also provided the credit report of local businesses. While there were no penalties for a low
score, but individuals could receive discounts if they had good scores. In 2017 twelve cities were
named model cities by the NDRC and PBoC. Related to the corporate side, there were systems
such as in the cities of Sugian and Wenzhou which looks into companies and in the later non-
governmental financial institutions. There is also the example of Yiwu which we will come back
to in chapter 6.8.1. Some of the other examples are based on the credit rating system in the US
company FICO’s score model. Such as Xiamen’s system. Looking at payment history, and credit

repayment. While others such as Fuzhou includes wider variables (Lewis, 2020).

It also falls on the local government to promote and regulate the social credit system in their region
(compare to the Zhejiang provincial regulations, 2019). But as Liu (2019) points out that even
though a city has a credit system in place, there is no guarantee that the rules are being enforced.
In one city there were 11000 instances of debt default, including both individuals and people
connected to defaulting companies, but there were only 50 of the listed that had received
punishment for it. While local governments have a lot of playroom in how to implement their
system, the information from the data acquired does not seem to influence other blacklists. Both
horizontally and vertically. (Liu, 2019). However, there are seemingly talks about co-operations
between different cities as there have been talks between for example Shanghai and the nearby
regions about developing a mechanism that can recognize the different systems. On a provincial

level there can be initiatives such as financial institutions and other market entities that are
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encouraged by law to give preference to companies with a good credit status (such as in Zhejiang

provincial regulations 2017).

On the local level there is a deeper coordination effort between local level departments. It is also
common for a specific social credit system center or office to exist, for example the Shanghai city
social credit construction office. They are then divided into the certain fields related to different
jurisdictions, such as tax. Local governments should be considered to have some autonomy as they
can chose different criteria and rules and choose how are they implemented. Different local
systems include information from different agencies (Liu, 2019) Thus comparing different cities,
there is a various focus on certain sectors and priorities in using the system in accordance with it.
So in that sense, local governments can chose to focus their efforts in sectors that are priorities for
them and even steer and using the system as a method of encouraging businesses and even
potentially use it as a tool of their industrial policies. For example in the fight against the covid-19
pandemic as highlighted previously, there were multiple different initiatives by using the system
in order to encourage companies to work with preventative measures as well as punishments for
attempting to make a profit by increasing prices of vital medical products. Another such example
of a city system tailoring to the specific situation of the market in the city is the city of Yiwu.

Making it an interesting example to dive deeper into.

6.8.1 The case of Yiwu’s corporate social credit system

When it comes to local credit systems focusing on enterprises the city of Yiwu has one of the most
complex ones. The city of Yiwu has a prominent role in global supply chains as it has one of the
world’s largest small commodity wholesale markets. In 2017 the Yiwu State-Owned Assets
Supervision and Administration Commission launched their own public app with information
about companies operating in the city. The information it contains is part the basic ones about the
company, as well as annual reports, and penalty history and if there are any irregularities. There is

a credit grading system, unlike the ministerial system, which ranges from AAA to D, as well as a
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point system. At the point of writing, according to the app there are 60482 searchable companies
listed. The point system is also known as a star system where the companies can have 1-5 stars
which corresponds to certain points (Yiwu purchase, 2020). Every company receives 3000 points
at the point of registry which is equal to three stars. There are some specific rules which gives out
points but generally companies receive points for completing a business transaction and give a
score to the company which will add points. But it is also affected by the value of the transaction,
so a company with products worth more than 9800RMB will receive 5 points, while a sale of a
product worth less than 200RMB will only give 0.1 point. There are also other functions that will
give points such as providing information in English in the companies’ advertisement. On the
contrary deductions comes from every time that the company provides inaccurate information such
as contact information, prices, and description of items which would each give a 100-point
deduction. Crimes committed will also give a lower grade, where the worst is to negatively impact
the marketplace’s image which can lead to a deduction of up to 1200 points (Yiwu purchase, 2020)
The credit rating does not seem to affect the point system as there are a few companies that have
an A+ rating but only one star, which would mean that they would have had at least 2000 points
deducted. However, there are no companies with a five-star rating, which means that they have
more than 10000 points, with a lower rating than A. However, it does not prove that they are
interlinked but since the point rating system does take crimes into account, a company that fails to

pay for their debts would theoretically get deduction in both.
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By comparing all the listed companies, it shows that very few have been rewarded with a five-star
rating corresponding to 0.000975% of the companies listed. The largest chunk is in the two-star
range. Implying that they have failed to comply with some of the rules or received some negative
feedback after their transactions. However, as the company starts of at 3000 points which is the
limit for 3 stars, only one negative transaction or failure with one of the rules would make the
company fall into this range. Interesting to note is that one third of all companies on the platform
is listed as without any star. This does not mean that they have utterly failed to comply with the
system, but rather that they have never used the platform. The author was unable to find any data
on daily usage of the app so one can only speculate if the lower scores is due to getting downgraded
by their behavior or that the users only use it for a limited time and then stopped, maintaining their
two star score. While it does not seem mandatory to participate, a high score in the system comes
with some perks. For example, it enables a company to lend larger sums of money with a lower
interest rate. It is also possible to lend money without any security. In addition, Yiwu lists some
examples which are more specific to the market. Such as being featured in advertisement for the

market and parking spots (Yiwu purchase, 2020). On the other hand, apart from having a listed
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low score in the database there does not seem to be any additional measures for companies with a

low score.

Furthermore, in addition to the point system companies can also have penalties and rewards listed.
The app does not use the term redlists or blacklists but rather penalties, bad behavior and rewards.
It is unclear if they impact the scoring system as it is not mentioned in the Yiwu guideline page.
Examples of rewards can be that the owner of the company is a Communist Party member, in
which the company also gets a hammer and sickle symbol in the drop list of companies. Another
example that the author came across was for example participating in covid-19 prevention. Among
the Penalties found they were all given by the local Yiwu court and did not list the circumstances
in the app. The author attempted to look up several of the companies with listed penalties on
Qichacha but as no penalties were listed on their pages the author was unable to look up the nature

of their crime.

6.9 Third party credit rating agencies

In addition to the PBoC’s Credit Reference Center and Baihang, there are more than 200 licensed
credit reporting agencies (CRA). The industry is licensed and regulated by the PBoC. The
companies are foremost checking the issuing of bonds which in China is mainly done by local
state-owned enterprises. In related policy documents there are discussion about the importance of

developing a credit service industry (Livingston, Poon, Zhou, 2018).
In addition, there are also third-party credit rating platforms such as Qichacha ({dZ&#) and

Tianyancha (XERZ) which appears to be using data from different platforms or at least public

records and uses for example general background information, court decisions, rewards etc. The
source for the data is for example for Tianyancha public data from governmental archives and has

over 80 metrics of the companies listed (Medium, 2018). The European Chamber of Commerce in
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China (2019) states that is unclear to what extent third party rating platforms also gives data back
to the system. Comparing the searches that the author did with the ministry level platforms the
third-party platforms did contain the same information but more detailed. They also had more
aggregated data from many different governmental agencies, both on country, and city levels.

6.10 Comparing the systems

Based on the examples in this paper the author compiled this table of social credit system lists.
Where the different platforms are separated, and their content is outlined. Including the system of
the NDRC, PBoC, SAMR, the Ministry of Housing and Development, the city-level Yiwu system
as well as third party platforms, based on Qichacha. Since Baihang has not been completed by the
time of writing it is not included among the listed platforms.

Blacklist Reward list

Penalty list

Aggregated
data

NDRC list No
PBoC list No
SAMR list No

Ministry- No
City-level Yes No
Third-party g\ No Yes Yes Yes

List of corporate social credit databases
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This list is solely based on the examples and the platforms used in this paper and their current form.
There may be changes in the future and in other systems as this work takes in some of the clearest
examples that involves companies. Worth noting is that individuals are part of other lists and
systems and that they might differ in their assessment. Worth noting is that common for all systems
are that their content and structure is very similar, even though design and some features differs.
Even the information in the PBoC system was formulated in a very similar way as the others with

much of the main content and background information similar.

The usage of the term redlist was not used on any of the platforms investigated but several instead
used the title “honorary rewards”. As mentioned the rewards could range from that the owner was
part of the communist party, to having a high-level certification of customs. Unlike blacklists,
redlists in none of the platforms seemed to have any effect or impact on the companies listed but
rather just symbolizing a record of the achievement. Even in the Yiwu-system where there is a
score system it did not seem to have any effect on their scores, at least not in accordance with their

guidelines.

Despite the common narrative about the social credit system, there is only one of the listed
platforms that has a scoring system. In contrast to the medial discussion in the West, where the
discussion often stems from pointing out the scoring system as the most criticized authoritarian
aspect of it. Adding to that is the fact that at the time of research, the platform with the scoring
system is self-managed, as well as only one third of the companies registered on the platform had
actively logged in and used it. If there is a penalty of not using it is not stated, but as far as the
system has an aggregated score for the companies listed is not true for most of the systems and
even in the case where there is the companies does not seem to face penalties as they can still run
their business. However, the score is visible, and since it is possible to filter certain scores, so
companies could technically be excluded for users who wish to find companies with good scores.

Except for that there does not seem to be any major scrutiny.
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6.11 Connecting the dots

In order to essentially get a better picture of the connections between the different actors involved,

the author suggests the following chart to illustrate the relationship between them.

/'_“\ /'_“\
CLSGCDR State council
S~ \I/
NDRC PBoC
NPCIC Tech companies Third-party NIFA
platforms
/'_“\ —/'_“\
Ministries Baihang
S S
VR
Local levels
S~

Connections between the different actors of the corporate social credit system

As the research lays ground to it is clear that the State Council and together with it the Central
Leading Small Group for Comprehensively Deeping Reform (CLSGCDR), which is chaired by Xi

Jinping overall has the most influential role as the provider of the overall long term goals.
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Underneath are the PBoC and the NDRC, respectively. The PBoC and the NDRC has been in
charge of coordinating and running different parts of the actors’ corporate social credit system,
playing major roles in influencing the system. Interesting to note is that while they have a guiding
and assessing role, they also both have their own parallel systems. Both compiling data from
different branches and organization underneath them. Comparing the different databases to each
other, both the structures and content are very similar. Even the PBoC’s system is very similar to
the data that other platforms have. With the major difference that the information has to be
requested to be handed out and is not on a public database. Ministries seems to, at least for now,
only gather data of their own rulings related to the companies in their industry, and unlike city-
level systems they do this on a country-wide scale. Underneath them are the clear divide between
the PBoC being in charge of tech-company and third-party platforms as they are the provider of
their license. While acting with some autonomy, the PBoC is still able to steer the companies in
the direction it wants them. Leading to the creation of Baihang, where the PBoC in the form of its
subsidiary the NIFA still exerts direct control. The NDRC has a larger influence over the ministries
and local levels and have a larger say in the creation and running of their systems. Even though
the NDRC is technically on a ministry level itself. The division of responsibility could imply that
there are differences between the actors underneath the separate branches. It could even suggest
that the PBoC as well as the Baihang system is separate from the ministry and city level systems.
From the previous chapters it is clear that there is a bit of a different focus between the different
actors and that the PBoC and NDRC are more involved with different actors further suggests that.

6.12 Flow of data

When it comes to the flow of data, it is clear that there is a multitude of sources stemming from a
patchwork of different database-systems. The blacklists’ data originates from a range of local level

agencies, governmental ministries to the supreme court and the People’s Bank of China. There are
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also the third-party platforms such as private credit platforms and service firms, having their own
systems accumulating data to a further extent. Local level have a say in how they want to structure
their system which has resulted in some focusing on individuals and others being closer to the
former private social credit system of the tech companies, while others such as the city of Yiwu is

focusing on the many companies registered in their whole sale market ecosystem.

Based on the previous parts and the findings of connections between the different actors gives us

the following visualization.

SAMR
Thirdparty
LocalPcourt
Yiwu
Supre urt PBoC

Ministry of Housing

Directed Social Network of the corporate social credit system

The NDRC system is left out since the source of their data is not listed in their database. However,
it is likely that it is based on information from either the SAMR, or if it aggregates its own data
from other platforms similar to the PBoC’s database. Thus, it is likely to be similar to the SAMR.
Baihang is also left out as it is not yet launched. The system has a relatively low density at 0.3 out
of 1, implying that information does not travel easily between all of the nodes as they would have

to pass through several in order to get information through.
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f Housing

Eigenvector connections of the corporate social credit system network

The illustration above illustrates the eigenvector centrality in the network. A darker color of green
implies a higher degree of eigenvector while a brighter implies a lower one. The black line between
the supreme court and the Ministry of Housing and Development is not part of it as it is an
undirected edge. The network consists of mostly directed edges. Implying that information
foremost travels one way. Every Policy Designing actor gathers the data and compiles it in its
database. In this case Third-party platform has the most edges, i.e. the highest degree centrality,
followed by the SAMR, Yiwu and the PBoC. However, as discussed it does not imply that they
are influential as the third-party platform just gathers data from others with only known directed
edges to it. In a sense both the Yiwu and PBoC systems are more of a silo since they base much
of their information on their own sources whereas they also use the legal rulings in addition to it.
The least edges connected to it is the Ministry of Housing and Urban Development since their
sources are mainly from their own their own rulings, but also the supreme court. However, the
only undirected edge of the system is between the Ministry of Housing and Urban Development
as well as the Supreme Court. The two courts listed has no directed edges aimed towards them,
since this is in the context of the social credit system, but they are both important sources of the

data. On the other end of the spectrum are the third-party platforms since they are not a source by
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not having any directed edges stemming from it but rather towards it given that it gatherers data
from the most sources. Comparing the findings with the graphic illustration in Gelphi as far as
information content goes even third-party platforms contains more data from a wider collection of
sources than even the SAMR one. It illustrates that much of the information is gathered in silos
where the information remains. Even the SAMR system is divided into city sections and it is the
local subsections of the SAMR that in turn provides the data for its system. In accordance with the
eigenvector, the supreme court is the most important, then the local courts, followed by the third-
party platforms and then the PBoC, later we find the SAMR, and least are ministries and city level.

Comparing it to only looking at blacklists in the system we find the following connections:

Supr Court

S Ministry of Housing

Blacklist connections in the corporate social credit system

It is only the SAMR, NDRC, as well as ministry levels such as the Ministry of Housing and
Development that have their own blacklists. The SAMR are basing their findings on the different
Ministry level and city level rulings as well as using rulings from the Supreme Court since they
are the source of the joint-sanction system, which bases it on the failure to fulfill court rulings.
Thus, framing the SAMR blacklist as the closest to a national system does have some accuracy as

it would entail all of the different ministries.
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The most apparent conclusion to make of the blacklist network is perhaps the absence of any of
the other actors in the system. As the local level systems such as Yiwu does not have any
blacklist even though there is a scoring system. The lack of a connection between the local actors
as well as current exclusion of local court rulings still makes the system only count cases of
higher significance. From this context both the Yiwu and PBoC should perhaps better be
understood as a method of doing a background check of the company before engaging in
business transactions with it. Thus, for the CSCS there is no connection between the blacklists
and a scoring system.

7. Analysis

This chapter brings together the findings from the previous chapters, summarizes and analyses
them. Then they are summarized in order to answer the research questions and discuss them. The
paper set out to investigate how the network of the CSCS is structured, by identifying key actors
and their roles. In addition, it set out to investigate whether or not it is one unified system or if it

is a disjoined one. In order to understand the actual scope and capacities of it.

7.1 Political dimension

While the system’s premise is of a top-level design, in reality it is very decentralized. Ministries,
and local governments run their own systems, with their own specific rules and regulations.
However, comparing it to the social network it is rather a middle ground type of network as it is
neither completely governed by entities that are directly part of the network nor highly brokered
with middle hands between entities. Rather, actors such as the NDRC and PBoC governs key
activities such as approves the systems as well as continuously checks in, while other actors play
a bigger role running the network. Similar to what Brgdsgaard and Mertha (2016) suggested that
while the network of governance might be fragmented, upper levels are still keeping things in
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check. Thus, in a sense local level-systems are not completely independent and still has to comply
with the overall ambition and goals of the social credit system. In this sense even though it might
remind one of a lead-organization governed network it is not identical. While hierarchical and that
the NDRC and PBoC can influence and alter systems that step too far out line, many of the major
activities and key decision within the systems are made in the silos as they shape them in different
ways. At the same time, the State Council is continuously releasing new guiding opinions in order
to steer the different level social credit systems. While vague, there are still pushes to create
urgency, or one example as mentioned previously to push for the use of and implementation of
new technologies, and visions such as continuous monitoring. Thus, the State Council is steering
the subjects below, both through the NDRC and PBoC as well as directly influencing the ministries
and local level systems. Compared to Schubert, G., & Alpermann’s, (2019) theory, the steering
takes place in the Arena of Agenda Setting and policy design, with the governmental agencies as

well as local actors communicating, and negotiating.

A tweak to the model to better fit the realities of the corporate social credit system would be that
the municipalities are both in the Arena of Policy design and implementation. Examining the
example of Yiwu the focus and targets of the systems are companies involved in the wholesale
marketplace. With the rules specifically targeting the specific situations of the companies while at
the same time using it to steer the companies in the direction that improves it. Evidence of this lies
in the scoring system which gives the largest deduction of points if a company has a negative
impact on the marketplace’s image. This is in contrast to other municipality-level systems such as
Xiamen’s system which focuses primarily on payment and credit repayment history of companies.
Implying that local-level systems has the ability to decide what their system should focus on. This
could even go as far as being part of policy targets and industrial policies by using the system to
grant benefits to companies that comply with it. Much like how it was used during the covid-19
pandemic in order to encourage companies to work with preventive measures, while punishing

companies that were trying to unfairly make a profit of it. Even the Yiwu system made use of it as
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companies that participated in covid-19 prevention has that listed on their page. However, it is
unclear what that listing results in, if there are any extra perks or points connected to it. While the
outbreak was active it is likely to have had some perks in order to encourage companies to help
out. Such as the perks in the Shanghai system: access to loans with a lower interest rate and credit

restoration schemes.

Underneath in the Public Area we find the corporate actors. One type of corporate actor are the
companies subjected to the system by being listed in the databases, for example if the consequences
are grave for a misbehaving company and the penalty side of the system works as the NDRC
intends it, they are being steered towards improving their bad behavior. Another type of corporate
actors are companies that are profiting from as well as has the ability of influencing the system. In
this category we find the third-party platforms as well as the tech companies. The inclusion and
underlining importance of integrating new technologies in the system benefits the tech companies
greatly as several of them, such as Baidu, are behind the infrastructure of many of the platforms.
It can be discussed if their influence is considered measures of negotiation power or even counter-
steering. There is no secret that the tech champions in a much broader context are considered vital
and their industries are promoted and invested in greatly throughout multiple technological
advancement policies and plans. However, that there is an interest even in implementing
technologies such as blockchain to be part of the system, despite that it oxymoronically builds on
the concept of decentralization might be due to some counter-steering power of the corporate actors.

At the same time, the Public Actors are being clearly subjected to steering. That none of the eight
tech companies were able to renew their licenses is a clear example of this. It can be understood
as that the commercialization and incitements to increase consumption were deemed too far from
the initial idea and concept of the system. Proving that the PBoC has a big say in what the systems
may contain, and while there is some autonomy, the entities would theoretically not be able to go
out of line too much. At least looking at the example it seems that out of line in this sense was to

make it over-commercialized.
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The overall structure of the corporate social credit system should be considered an example of top-
level design mode as much like other grand policy fields, in that it is vague and complex in what
it can achieve as well as what concrete measures are vital in order to achieve it. The vagueness
leaves lay room for the different actors to evolve their systems in different directions, with different
targets and goals unique to the actors. However, the research points to that hierarchical steering
once one of the actors goes too far out line is still vital in order to maintain the shape and overall
goals of the system in line with the initial plan and policy goals. At the same time, the vagueness
is likely a reason that there is such disagreement in the West of the capacities, influence and extent
of the system. In a sense similar to the wide discussion about the actual intents behind the industrial
policies BRI and Made in China 2025. The unanswered question is if the city-level systems can
maintain their independence and their own systems or if they will become more similar or even
unified nationally as time progresses and the system continues to evolve. While this paper is unable
to answer that, the systems can be changed if needed. At the same time, there are strengths with
keeping the system decentralized in order to apply it better to the realities of the municipalities and
thus enabling the corporate social credit system to be another tool of steering for local level policies.
In addition, the system provides an opportunity to keep local governments in check. By enabling
ministries and courts to shut certain companies out from procurement processes and extra perks,
it would also provide a mean of combatting corruption, since contracts would not go to companies
that are just in it to scam the system. Yet, as this paper has showed it is still too fragmented to be
able to solve all problems. Due to its many gaps. Especially since there are cases such as the
company in Beijing, which even though it had been blacklisted several times it was still operating

and conducting business.

7.2 The number of system(s)

To the question of is the corporate social credit system one coherent system, the simple answer is

that it definitely is not. In its current state, that is. With the structure of having different agencies
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as well as governmental actors on multiple levels, alongside with private actors such as tech
companies, and third-party systems running their own schemes, the social credit system could
instead be considered an umbrella term for different functions of similar concepts and ideas of
creating more trust and accountability for corporations in China. Even the density score points to
that it is fragmented since information would have a hard time to travel through the silo-based
system as in its current state the information stays there. That no sole governmental agency is
responsible for the overseeing and implementation of the system is perhaps one of the root causes
of the fragmentation. Similar to the previous example of a failed coordination attempt in the initial
years of policy regarding developing the wind power sector. The CSCS has resulted in different
ministries, different municipalities all using their own rules and their own blacklists or similar in
order to steer the system towards their point of interest. One example is the system in Yiwu, which
puts a lot of focus on accountability, successful transactions, and accurate information. This is
important as it has an enormous whole-sale market and is dependent on export to other countries.
Too many bad apples would harm the city’s reputation and trade. Evident since even providing
information in English will give some points. Comparing this to other systems on other levels
which goes mainly after legal requirements stated by the same governmental agency behind the
specific system, or other city level system which has less focus on export, these specific rules are

missing.

However, as the example of Yiwu found, only about 66% of the companies listed had logged in
to the system, and so it is far from involving all companies in the city. If this is due to a lack of
incentives, or bad promotion of the app from the city itself is hard to tell. It is also hard to tell if
there are or potentially will be any penalties for not using the system. It has already been around
since 2017. In the case of no penalties, there is a risk of it being inefficient as companies who do
not perform well or breaks the rules would still be able to get away with it. For this reason, they
are perhaps less inclined to sign up since they know that they would not score well. However,
this does go to show that just like the statements on the individual social credit system it is far
from as encompassing and mandatory as critics has made it out to be. While investigating the
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content of the different systems it was interesting to note that only city-level systems have any
scoring features. The stated connection between blacklists and a low score is in this sense a
faulty one. Since blacklists are based on penalties from misconduct or committing corporate
crimes they have legal grounds rather than the black mirror examples of getting too many bad

reviews.

Furthermore, this paper acknowledges the existence of different blacklists and redlists. If they are
considered the benchmark of what counts as a system, that would imply that there are multiple
systems. With the NDRC, SAMR as well as the ministry levels listed could all be considered as
separate systems. While both NDRC and SAMR are aggregating data, including from ministries
there is a clear connection between them. Since the author was unable to access parts of the
NDRC'’s database it was not included in the social network analysis. Although it does list
information about blacklists likely to have been accumulated from different agencies. However, it
does not provide more information than that it has been listed but not from where. The author can
thus not exclude the possibility that there is more data and information hidden within the system
that the author does not have access to. Otherwise it is likely to be similar to the SAMR database
but with less information since reasons of why it was listed is not included. It is more of a registry
prompting the user to look up more information about the company in another database, which
would also be a practical and legitimate usage of it. However, even the SAMR’s list which is
would be the closest one to a national blacklist, does in its current state, have their system divided
by different city-level systems. If this is due to user-friendliness, such as it being easier to find
information about a specific local subsidiary of the company or improving searchability with many
companies having similar names is not clear. It could also be due to different ministries and
potentially city level systems being sources to different systems. With the differences among them,
dividing them might be the best method of aggregating the data as it would have too big differences
among them otherwise. Therefore, at the present, the system closest to a national blacklist is still

a patchwork and is far from having an all-encompassing blacklist.
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At the present, the most aggregated information is still found in third-party platforms, since they
collect data from a multitude of open data sources and ministries. While they only act as a platform
of information brokerage, it is surprising that the other platforms fall so far behind from Qichacha.
From a social network analysis perspective, the third-party platforms are in the most advantageous
position. While just as in this case, being central does not imply being influential and wielding
power but rather as a source of knowledge. It scores high in both eigenvector and between
centrality. Making it usable as an influencing node if used that way as it is not only in the periphery.
In contrast the supreme court and the SAMR having more out-degree centrality as they are the
source of the flow in terms of information as well as listings for the blacklists makes their role
imply a greater influence. However, the PBoC and their closed database actually scores a higher
eigenvector score than the SAMR. While the same degree centrality, the eigenvector score implies
higher influence on the system. Especially compared to a low centrality of city-level systems such
as Yiwu. As they lack two-sided connections, the information and usage of it remains in the city-
level and does not have any influence on other systems. Thus, one common misconception that
this thesis can debunk is the connection between scoring systems and blacklists. Since the scoring
remains on a municipality level and does not affect the outcome or listing of a company on a
blacklist.

7.3 Will it be one system?

There are issues with conducting research on an ongoing topic. That is to say, it is still too early to
conclude what the final shape, as well as the exact consequences of the system will be. Comparing
what the system is now with a few years ago, when there were even fewer cities and local
government actors involved, Baihang had not yet been created, as well as only a few ministries
having their own platforms, the system looked very different from what it does today. As with
Chinese policy, even though it is set out to be implemented by 2020, it has continuously been built

on since it was first announced in 2014. Furthermore, it should be understood as a system that is
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likely to continue to evolve even after 2020. From the Guiding Opinions from 2019 several
mention visions of using more technology and complex surveillance systems within and perhaps
with that type of technology it could lead to a more efficient system. In addition, it is possible that
the system moves away from the current silo database-like system and adapts a method to
coherently gather all data in one single database. But since many parallel systems exist, there
appears to be a lot of double reporting and content that is missed out on or purposely excluded,
even within affiliates of the same governmental agency. From the social network analysis, it would
be logical to incorporate or at least replicate the data gathering from the third-party systems as they
contain the most comprehensive data from most sources. Another option would be to expand on
the content in the NDRC database by streamlining and gather all data from the blacklists of the
different ministerial databases. It would be easier than changing all of the municipal systems since
they are more complex. However, based on the limited scope of this paper it cannot conclude if
that it is the plan or goal. For example, other actors such as the PBoC claims that it has data on all

neutral and legal persons in their database. Perhaps the NDRC does not need to replicate that.

Even with the upcoming Baihang system in place it might very well be separated from the city
level, as well as blacklist, redlist systems. If it does produce a score from aggregated data it could
be possible for other systems to use that score as part of their judgement or as a part of the criteria
for the blacklists. One consideration to make is that since the PBoC is no stranger to change things,
such as not renewing the licenses of the tech companies, it does go to show that the upper levels
will change if it would be better for their policy goals. As in this case that happened since many
of the system were integrating features that the PBoC deemed unrelated to the concept of social
credit. While not specifically mentioning the scoring part of the system, it is for now not a feature
in most systems. Except for some of the city-levels. Yet as with the example of Yiwu, it is not a
mandatory system to participate in. However, as we saw with the change to Baihang, it is not
impossible that there would be changes or new connections between some of the other systems.
Such as further integrating city level systems with ministry level ones, or between different regions.

What this study has found just points to that there currently is a lack of it. Perhaps their will even
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be a change of actors involved just like the how the development of the wind power industry started
off in a more fragmented sense but moved to only keeping one central governmental agency to

coordinate everything. In the end only time will tell.

7.4 Implications

Then, what are the implications of the findings of this paper? With some caveats, it can be
summarized as for companies the system is highly fragmented and far from an Orwellian coherent
system. While it theoretically may be useful for background checks, but due to the decentralized
nature of the system, might instead make it hard to keep track of everything. Would someone want
to make use of the system in order to research a potential business partner in its current form would
mean that the individual would have go through information about the company in many of the
different ministerial databases in order to see if they have violated any rules within their sphere of
influence, as well as research the specific cities or region in order to see if there are any entries in
their database. Yet, since increased trust and lower transaction costs are the stated goals of the
system, the question remains if its current form is able to achieve that.

Perhaps one change it will bring about judging from its current state is to give more incitements
for companies to pay of their unpaid fines and remove themselves from the Supreme Court’s Debt
Defaulting list. As this may have implications for individuals tied to the company’s senior
management. However, that companies will make the connection to the system is not clear since
there does not seem to be a mechanism that warns companies when they are in risk of being listed
or once they have been listed. Rather companies might first face the consequences and then find
out. In that sense, a parallel to a Foucault panopticon, where the prisoners comply with the rules
because they believe they are constantly guarded even though they might not be, is not really a
relevant comparison when discussing the CSCS. However, as was the case with the covid-19

prevention work many city level systems used the system to nudge companies to contribute and
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could give penalties to companies that wanted to abuse the situation. It can be further used in order
to have companies participate in and contribute to industrial policies or other long-term vision of
the municipality. Making the system functional with a purpose even in its current decentralized
state. Perhaps the system can be used to improve keeping track record of companies that have
participated in similar circumstances in order to single out companies that are interested in
contributing. If it is necessary to use the system to make companies participate is another question.
Perhaps they would choose to do so anyway since laws still exist to punish violators. But the
system might be a less restrictive and formal option in order to recognize a company’s involvement.
Especially since the redlist or reward records are not connected to any laws this could potentially
be changed and created fairly easy. If a company has a high compliance and does things by the
book it can be beneficial to participate in local initiatives. However, it is up to the individual
company if it is beneficial enough to spend the time and resources on a voluntary system. Since in

the case of the Yiwu system, it seems that for most companies it is not.

Another key thing to remember is that companies negatively affected by being blacklisted in a
system, has the ability to delist themselves. Since this is even pointed out by the NDRC as a vital
function, it points to that the system, for both good and bad, is less than absolute. It does provide
another chance for companies that want to improve; however, it might also result in a system that
does not change much. Since the worst behaving companies could still get away with their bad
behavior as long as they pay minor penalties afterwards. The current costs of credit reconstructions
are extremely low, much lower than the fines and other penalties that the company is likely to have
to pay anyway. In addition, the system has not helped shutting down companies that try to cheat.
There are several parallels that can be drawn with the 2001 case of the Yinguangxia fabrication of
a 745-million-yuan profit, and the latest in 2020 when the coffee chain Luckin Coffes fabrication
a 2.2-billion-yuan profit (CNBC, 2020). Instead the system might have the biggest impact on
family owned businesses or smaller international companies that potentially lack the legal
knowledge on how to delist themselves. Furthermore, even a tarnished reputation can be prevented
given that the company is removed after the credit is reconstructed. It will be as if nothing ever
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happened. Instead, by framing it as Kafkaesque, it has created a business opportunity for third-
party actors such as consultancies and law firms working as middlemen in order to facilitate the
reconstruction. Even when companies do not pay and are listed, the severity of the crime might be
unclear. In one of the examples in this paper of a company that was blacklisted in Beijing, the
author could not find any information about the reason for the initial listing in any of the systems.
The company seemed to still be operating and it is unclear to what extent the company was or had
been punished for their listing. While it might disqualify the company from getting governmental
contracts and certain benefits, the company is still up and running. Thus, the impact on foreign
companies operating in or doing business with China is likely to be much less than initially thought.
Similar to the survey with the Danish companies, where more than half had little or no concern
about it. Regulations can change anywhere, and it is just a matter of adapting to it. In the end the
CSCS is not different from that.

As has been laid ground to in this paper, the corporate social credit system is far from the over
encompassing Orwellian system it often gets depicted as. Yet compared to the individual systems,
either from private tech companies or city level systems, the corporate social credit systems run
by the SAMR, NDRC, PBoC as well as different ministries are not volunteer to participate in. On
the other hand, the current system is not even a patchwork, since many databases are in silos, which
all uses different metrics and datapoints. A huge undertaking would need to be done in order to
compile the data to make it useful and qualitative enough to transform it into the mandatory point
system of Black Mirror. However, databases such as the SAMR list should rather be seen as a list
of criminal records and basic background information about previous penalties, similar to
information that can be looked up when conducting a background check in other countries. All
things considered, this is perhaps what the corporate social credit system should be understood and
discussed as. A method for Chinese banks and governmental actors to improve their ability of
doing background checks, just not through the same system. Filling the vacuum and holes of the

historic lack of a national credit system.
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8. Concluding remarks

In conclusion, this paper set out to investigate if the corporate social credit system is one coherent
system or if it consists of fragmented ones, due to the multiple actors involved. From the research
conducted it can conclude that in its current state it is not coherent. The social network analysis
further shed light on the different databases access to information which showed the fragmented
nature of the system. Furthermore, what the thesis found is that the corporate social credit system
is far from its depiction as an Orwellian, system. Instead, its current shape should be understood
as different databases in silos, with limited data-sharing between them. A result stemming from
the overall decentralized structure of the system with the different level actors of ministries, the
PBoC, NDRC, SAMR, municipal, as well as multiple third-party platforms running their own
systems and that there is no single governmental agency responsible for it. The governing mode is
a top-level system reflecting in that the higher levels adds the vision while the actual ministries
and municipal levels have a sort of independence in implementing their own system. However, the
decentralized structure makes it hard to tell if a more unified system will be implemented in the

future and if it is even possible that all systems eventually could be unified.

The research field of the social credit system is still in its infancy and there are many opportunities
to continue to expand the field. The author stresses the importance with conducting research
especially on the corporate side, as very little research focuses on it at present. At the same time
there is a growing interest in it as international think-tanks and law firms etc. present in China are
increasingly writing their own reports about it. Therefore, adding more in-depth and nuanced
research to the field is vital. With the system being implemented and continuously expanded in the
coming years more research could be done in the shape of different types of case studies. A
surprising amount of data is public and accessible through the different databases mentioned in
this thesis. The development of more governmental agency databases would make a comparative

study examining different ministry level system possible. Another interesting area to dive deep
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into is how companies operating in China are affected by it and if their behavior and strategies has
changed in any considerable way. Another interesting perspective that is missing from this paper
would be to make a comparative study with other national background check or credit systems, in
order to investigate what kind of data the CSCS gathers and what the differences are between the

systems.
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