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Abstract: A health and effectual credit system is the base to safeguard that the market economy can

collocate resources sufficiently and economy can run orderly and effectively. Without a favorable credit

mechanism. the economic activities will be immersed into confusion. Nowadays, there are quantities of

discreditable actions in China, which have decreased the running efficiency of the entire macroeconomic

greatly. The perfection and jurisprudence of credit mechanism, and its consolidation in economy has become

aproblem in dire need of being solved for the sustaining and benign development of China’ s market

economy. This paper analyzes the problems in China’ s credit system through building a simple model and

analyzing the actions of the market participants in this framework, then brings forward some relevant

countermeasures.
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