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Rating Fees, Regulatory Intensity and Credit Rating Rationality
—Evidence Based on Experimental Research
ZHU Song HUANG Haijie XU Jingjing
(Department of Accounting, School of Economics and Management, East China Normal University)
Abstract Since credit rating fees are not publicly disclosed, the effect of rating fees on credit rating decisions
has long been something of a mystery. Based on an experimental study of credit ratings and rating rationality, this
paper finds that there is an inverted U-type relationship between rating fees and over-rating. Higher credit rating fees
can induce over-rating by rating agencies, though they can also lead to more cautious behavior by heightening rating
agency concerns over potential loss of business. The existence of substantial penalties, such as curbs on conducting
business, for example, has played a significant role in suppressing excessive ratings. The higher the expected penalty
amount, the greater the potential cost of opportunistic behavior by a rating agency. The study also could serve as a
reference for regulatory authorities in supervising credit rating charges and improving the reasonableness of credit
ratings. It also calls for greater transparency in setting rating charges.
Keywords Rating Fees, Regulatory Intensity, Over-rating, Rationality of Credit Rating, Experimental Research
JEL Classification D53 G24 M4l
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