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The Alienation and Correction of the Grading and Classification Mechanism

in Credit Regulation

Lu Shibin
(Kenneth Wang School of Law, Soochow University,Suzhou, Jiangsu , China)

Abstract:Given the current deepening development of China's social credit system, the grading and classification
mechanism in credit regulation was originally designed to improve governance efficacy by allocating regulatory
resources differently according to different grades. But in reality, because of the lack of domain correlation, it has given
rise to several alienation phenomena: overgeneralization of disciplinary actions, solidification of negative labels, and
regulatory standards lacking sufficient legitimacy. The findings are as follows: (1) The core of this alienation lies in the
cognitive bias equating "illegality" with "untrustworthiness," which causes disciplinary measures to breach the limits of
domain relevance (e.g., traffic violations affecting credit loan approvals). (2) Static credit evaluations overlook the
possibility of rectification by the subjects, leading to the unreasonable consequence of "once discredited, restricted for
life." (3) The administratively dominated procedures for formulating disciplinary standards lack the constraints of the
rule of law, thereby exacerbating the risk of the abuse of power.In response to these issues, a correlation standard
integrating "fact, value, and proportionality" should be substantively established to achieve precision in disciplinary
actions. Ultimately, it is necessary to clarify the statutory boundaries of grading and classification in the
forthcoming Social Credit System Construction Law, reconstruct the rule-of-law logic of credit regulation guided by the
principle of proportionality and dynamic governance, and strike a balance between regulatory efficacy and the protection
of rights.
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Governance
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