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The Research on the Efficiency of Bidding Roscas’s
Investment and Financing
——A case Analysis from Cangnan County of Wenzhou City

CHEN De-fu, DAI Zhi-min

(School of Economics, Zhenjiang University, Hangzhou 310027, China)

Abstract: Being an informal financial institution, Roscas (Retating Sav-
ings and Credit Associations) has existed widely for a long time in rural are-
as. This article examines a bidding Roscas example collected from one of the
villages in Cangnan County of Wenzhou City. Firstly, it uses the method of
interest rate comparison to analyze the efficiency of bidding Roscas’s invest-
ment and financing. Then, it goes further to examine the efficiency from the
aspects of Chinese farmer’s special financial needs, rural areas’ credit condi-
tion and Wenzhou’s cultural traditions. The conclusion is that the bidding
Roscas is a very efficient financing and investment mechanism. Neverthe-
less, the participants’ worry about the risk of breaking the agreement re-
duces its efficiency and makes it very hard to develop. Therefore, how to
control the risk effectively becomes the crucial factor to standardize and de-
velop the bidding Roscas.
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(E4% 59 R the contract of folk credit is intrinsically self-enforcing. With

the institutional transition of the informal social framework of Chinese coun-

try, particularistic trust will evolve to universalistic trust, and the institu-
tion of Chinese folk credit will take its adaptive transition according to its
lifecycle.
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