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The Idea

• Contrary to popular belief, can «financial
intermediary be made for another purpose than
profit maximization».

• Islamic social finance can play a critical role to
change the paradigm of financial
intermediation.



The Objective

• To discuss developing/generating a novel
Rotating Saving and Finance system running
over a digital platform based on Islamic Finance
principles.



Rotating Credit and 
Savings Association 

(ROSCA)

• The term “rotating credit association”, as used by
Geertz (1962), seems to be the most apt so far devised
for institutions which have previously been called
esusu or contribution clubs, or have been included in
the wider groups of thrift, loan, and benevolent
associations.

• A satisfactory definition is still lacking. For example,
Geertz writes: 'The basic principle upon which the
rotating credit association is founded is everywhere
the same: a lump sum fund composed of fixed
contributions from each member of the association is
distributed, at fixed intervals and as a whole, to each
member in turn' (Geertz 1962, P. 243).



ROSCA from
Islamic Finance 

Perspective

• ROSCA is a process of agreement among a group
of people, who agree that each of them
contributes a specific amount of money, to be
used to meet each participant’s targeted
amount of financing needs, based on mutual
solidarity and collaboration (Dinç, 2019).
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Literature Review: Theoretical & Empirical Works

Concept and Framework Riskiness

• Besley et al., 1993
• Ardener, 1964
• Mushuku, & Mayisa, 2014
• Geertz, 1962

• Klonner, 2006
• Besley et al., 1994
• Al-Zoubi & Maghyereh, 

2007

Rotating Savings and Credit Association (ROSCA)

Bank-Based 

• Bousalam & Hamzaoui
(2015

• Kedir, Disney & Dasgupta, 
2011

Shariah Compliance

• Yakeen, Gatawa & Na-
Allah, 2014

• Aliero, 2014



Brief 
Description

ROSCA model is considered as an appropriate
tool for both retail and corporate finance in
many different ways like crowdfunding.

Through this model, the ROSCA convert the
fiscal power of participants to their financial
power.

ROSCA is different from the banks by having
different parities on fund-demand and fund-
supply sides.

ROSCA is holding the role for organizing the
group and clearing the transfers between
positive and negative savings as operator.
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Example (ROSCA)
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i. An organizer might establish a ROSCA for the amount of $1,000.
ii. In this case, the ROSCA organizer could gather ten trustworthy individuals

and require each of them to contribute $100 to the fund monthly.
iii. At the end of the first monthly meeting, the organizer would take home a

lump sum of $1,000.
iv. In the second monthly meeting, another member would take home the next

$1,000.
v. This would continue until everyone has a turn with the proceeds.
vi. At the end of the 10 months when everyone has had a distribution, the

ROSCA would disband or begin another round.
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North America
Susu, Cundina, Banker 

Ladies 

Latin America
Pasanakus, Padner, 
Pandero, Kasmonie

Brazil
Consorcio, Pandero, 

Syndicates

Southern Africa
Sokvel, Temo, Upato, 

Gooi-gooi

West Africa
Susu, Tomtine, 

Asusu, Pare

East Aftrica
Equb, Hagbad

Central Africa
Tontine, FarieNorth Africa

Gam’eya, Noufi, 
Sanduk

Middle East
Gam’eya, Hacba

Turkey
Gün

England
Djiji, Knick-knack 

clubs, Susu,

Romania
Țigănesc, Roata

Central Asia
Lotto, Chernaya 

KassaSouth Asia
Samity, Kameti, 

Chit fundsSouth East Asia
Dhukuti, Len 

Share, Hui

China
Lun-hui, Hui

Russia
Chernaya Kassa

Japan
Kou, Tanomoshiko, 

Mujin,

Korea
Mujin, Ke

Australia
Suit Clubs



KOU

• Kou is a simplified name for ROSCAs and group
savings and loan associations in Japan. The
oldest document referring to Kou in Japan is
dated 1275 A.D.

• Some researchers feel that the Kou system was
introduced to the country in the 12th or 13th

Century at the latest. During this period
pawnshops, called muiin-sen (mujin money),
were also common.

• An example of a kou contract written in 1345
A.D. (Nippon Sogo Ginkou, 1967. p.21)
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There are records even from
6th century from China



Six points are worth noting in this contract:
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1. Members made a written contract at the first
meeting and agreed to abide by the rules of
the Kou.

2. Members had the duty to pay a certain
amount of money at each meeting, except at
the meeting when they received the fund. If a
member who had not received a fund did not
fulfill all of the obligations of being a kou
member, he or she lost the right to draw a
fund. Members who had received funds, and
later defaulted on their obligations, suffered
compulsory exclusion from the group and
also were punished in other ways.

3. Rotation of the fund was determined by lot.

4. Members who had received a fund had no
right to participate in further drawings but
must meet their payment obligations. To
guarantee that they continued to pay into the
fund members were sometimes required to
offer two cosigners who were members of the
association.

5. Members met two or three times a year.

6. After all members had received a fund, the Kou
might be disbanded.
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ROSCA based Apps 

USA British Virgin Islands 

Brazil USA
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ROSCA based Apps 

Germany USA

USA

USA 



ROSCA-based 
Institutions
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• Bangladesh

• Rickshaw Cooperatives

• Labour Associations and 
Cooperatives of Petty Shopkeepers

• Canada

• There Is Another Real Alternative 
(TIARA)

• China

• Xiang Zujian's ROSCA

• Denmark, Spain, Italy

• JakBank

• Ethiopia 

• Shiromeda traders’ Equb

• Filakit traders’ Equb

• Farmers’ equb in Maserut

• Germany

• Bausparkasse

• India

• Guru Nanak Chit Fund Pvt Ltd

• Udhaya Chit Funds Limited

• Santosh Chit Fund Private Limited

• Nepal 

• Himalaya Finance & Savings Company Ltd.

• Pokhara

• Baudha Gumha

• Senegal

• Sandaga

• Sonaga

• Kaye Baakh

• South Africa

• Kemano Investment Club

• Sweet Harmony

• Kliptown Helping Hand (Kliptown)



National Stokvel 
Association of 
South Africa 

(NASASA)
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• NASASA is a self-regulatory organization authorized by 
the South African Reserve bank in terms of Government 
Notice 404 in Gazette 35368.

• In terms of Banks Act 1990 (Act No. 94 of 1990), a Stokvel 
is required to be a member of NASASA or a similar body 
approved by the Reserve Bank in writing.

• According to Nedbank research, a total of R44 billion is 
collectively saved in 820 000 stokvels in South Africa 
annually, with more than 11 million South Africans being 
members of stokvels,.
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Theory and Application
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 Utility from Autarkic saving:

𝑾𝒂 = 𝑻∗𝝑 𝟏, 𝒚 − 𝑩∗𝝁(𝒒)

 Utility from saving through random ROSCA:

𝑾𝒓 = 𝑻∗𝝑 𝟏, 𝒚 − 𝑩𝝁[
(𝒏 − 𝟏)𝒒

𝟐𝒏
]

(𝑾𝒓 > 𝑾𝒂): Besley, Coate & Loury, 1994; Anderson & Baland, 2002; Klonner, 2003; Kedir, 2005
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Business Model – Theory – Wakalah Model
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Participants

Balance

Delivery

Operator
Fund

Qard’el
Hasen

OPEX

Risk Fund
(ROSCA Fond)

Wakalah Fee
Contribution

Free Plan
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Other Business Model (Potential)
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Participants

Balance

DeliveryExcess Fund
(Investments)

Reserve Fund
(Profit from
Investmens)

Operator
Fund

Qard’el
Hasen

OPEX

Risk Fund
(ROSCA Fond)

Wakalah Fee
Contribution

Free Plan
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Conclusion
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Undoubtedly, ROSCA is a vibrant concept and method to accumulate and allocate fund; therefore,
applying it in the different sectors will facilitate the economy and add a new dimension in the

accumulation and distribution of the fund. ROSCA is a potential novel Islamic financial tool for
increasing mutual cooperation, solidarity and financial inclusion in OIC and non-OIC countries. It
is expected to open a new path for Islamic finance globally. Besides, it is essential to mention that
the ROSCA concept will strongly contribute to the role of Islamic finance regarding the paradigm shift in
economics and finance.



21

Bibliography
Abdul-Rahman, Y., (2015). İslam’da Bankacılık ve Finansman, çev. Tuğ, S.,
Tuğ, A., Istanbul Sabahattin Zaim Unversitesi Yayınları, Istanbu

Ahmed, M. E. V. P., & Khatun, M., (2013), The Compliance with Shariah
Governance System of AAOIFI: A Study on Islamic Banks Bangladesh.

Akhtar, S., (2006), Syariah Compliant Corporate Governance. In Keynote
address by the governor of the State Bank of Pakistan at the annual
Corporate Governance Conference, Dubai, United Arab Emirates (pp. 243-
83).

Antonio, M. S., & Mukhlisin, (2013), M. Analysis on Determinants in
Implementation of Accounting Standards for Islamic Financial Institutions;
Narrative Study between United Kingdom and Indonesia.

Ariss, R. T., & Sarieddine, Y., (2007), Challenges in implementing capital
adequacy guidelines to Islamic banks. Journal of banking regulation, 9(1),
46-59.

Askari, H., Iqbal, Z., & Mirakhor, A. (2014). Introduction to Islamic
economics: Theory and application. John Wiley & Sons.

Asutay, M. (2012). Conceptualising and locating the social failure of Islamic
finance: aspirations of Islamic moral economy vs. the realities of Islamic
finance. Asian and African area studies., 11(2), 93-113.

Avci, A., & Avci, Ö. B. (2016). Vade Farkı, Kur Farkı Ve Kredı Faızlerının
Türkıye Muhasebe Standartları Ve Vergı Usul Kanunu Kapsamında
Degerlendırılmesı/Evaluatıon Of Maturıty Dıfferences, Exchange Rate
Dıfferences And Credıt Interests Wıthın Framework Of Turkısh Accountıng
Standards And Tax Procedure Law. Mali Cözüm Dergisi, 26, 75-90.

Ayub, M. (2017). İslami Finansı Anlamak, Cev. Kollektif, İktisat, Istanbul
Bencivenga, V. R., & Smith, B. D. (1991). Financial intermediation and
endogenous growth. The review of economic studies, 58(2), 195-209.

Bilgin, N. ve Tanıyıcı, Ş. (2008). Türkiye’de Kooperatif Ve Devlet
İlişkilerinin Tarihi Gelişimi. Mustafa Kemal Üniversitesi, İktisadi ve İdari
Bilimler Fakültesi Dergisi, 15, 136-159.
Birevim, (2017) Fıkhî Uygunluk, Birevim Yöntemlerinin Fıkhi Uygunluk
Çalışması Kitapçığı, İstanbul

Brealey, R., Leland, H. E., & Pyle, D. H. (1977). Informational
asymmetries, financial structure, and financial intermediation. The
journal of Finance, 32(2), 371-387.

Calder, L. (2009). Financing the American dream: A cultural history of
consumer credit. Princeton University Press.

Casper, M. (2012). Sharia Boards and Sharia Compliance in the Context
of European Corporate Governance. Available at SSRN 2179412.

Crowder, W. J., & Hoffman, D. L. (1996). The long-run relationship
between nominal interest rates and inflation: the Fisher equation
revisited. Journal of money, credit and banking, 28(1), 102-118.

Çelik, İ., (2016), Katılım Bankaları ve Denetleme Sorunsalı, Anka E-Dergi,
1(1).

Çetin, A. (2017). Katılım Ve Mevduat Bankalarının Piyasa Etkinliğinin
Karşılaştırmalı Analizi Ve Bir Uygulama. Marmara Üniversitesi, PhD
Thesis.

Demir, E., (2014). Konut Alımları İçin Yeni Bir Finansman Yöntemi: Yapı
Tasarruf Sandığı Sistemi, Bilgi Notu, İşbankası

Dinç, Yusuf, (2015), Gölge Bankacılıktan Regüler Bankacılığa Geçiş, Beta
Yayınları, İstanbul

DPT (1996), Konut, ÖİK Raporu, Yayın No: 2432, Ankara.

El-Gamal, M. A., (2004), Limits and dangers of Sharia arbitrage.

El-Zoghbi, M., & Tarazi, M. (2013). Trends in Sharia-Compliant Financial
Inclusion. CGAP Focus Note, 84, 1-12.

Ercanbrack, J. (2011). The regulation of Islamic finance in the United
Kingdom. Ecclesiastical Law Journal, 13(01), 69-77.

Ergüven, M., & Kaya, F. (2016). Konut Finansmanında Elbirliği Sistemi:
Müşterilerin Elbirliği Sistemi Tercih Nedenleri Üzerine Bir Araştırma.
Kastamonu Üniversitesi İktisadi Ve İdari Bilimler Fakültesi Dergisi, 13(3),
24-39.

Gherity, J. A. (1994). The evolution of Adam Smith's theory of banking.
History of Political Economy, 26(3), 423-441.

Gözübenli, B. (1997). İslam borçlar hukukuna göre vadeli satışlar ve selem
I-Vadeli satışlarda vade farkı problemi. Atatürk Üniversitesi İlâhiyât
Tetkikleri Dergisi, (13).

Grais, W., & Pellegrini, M. (2006). Corporate governance in institutions
offering Islamic financial services: issues and options (Vol. 4052). World
Bank Publications.

Hasan, A. B., & Laws, A. I. K. O., (2007), Optimal Shariah Governance in
Islamic Finance. Islamic Finance News, 4(14), 7.
Hazar, N. (1990). Kooperatifçilik Tarihi. Türk Kooperatifçilik Eğitim Vakfı,
Ankara

Izumida, Y. (1989). Kou in Japan: A Precursor of Modern Finance. Center
for Development Information and Evaluation.

Kumbasar, M. (2016). Ev Sahibi Olmak ve Eminevim Örneği. Kafkas
Üniversitesi İlahiyat Fakültesi Dergisi, 3(5). 153-16611/26/2023

https://24slides.com/?utm_campaign=mp&utm_medium=ppt&utm_source=pptlink&utm_content=&utm_term=
https://24slides.com/?utm_campaign=mp&utm_medium=ppt&utm_source=pptlink&utm_content=&utm_term=


 https://books.google.com.tr/books?id=4ZqSDwAAQBAJ&pg=PA124&lpg=PA124&dq=rotating+saving+in+myanmar&source=bl&ots=KzBi35naNJ&sig=ACfU3U2h
Q8su7u0wQwSde1fKKEY8FahkDQ&hl=en&sa=X&ved=2ahUKEwj0z5fhlavmAhUkQEEAHSUOCcUQ6AEwB3oECAoQAQ#v=onepage&q=rotating%20saving%20in%
20myanmar&f=false

 https://www.academia.edu/4161183/A_BIBLIOGRAPHICAL_SURVEY_OF_ROTATING_SAVINGS_AND_CREDIT_ASSOCIATIONSPREFACE
 https://www.wikizeroo.org/index.php?q=aHR0cHM6Ly9lbi53aWtpcGVkaWEub3JnL3dpa2kvUm90YXRpbmdfc2F2aW5nc19hbmRfY3JlZGl0X2Fzc29jaWF0aW9u
 https://zardozi.org/kesht/
 https://www.toronto.com/opinion-story/8595830-banking-while-black-the-business-of-exclusion/
 https://pdfs.semanticscholar.org/08e4/35e5cf885789af2dd0adade8c0d92a21622f.pdf
 http://www.oldmutual.com.na/docs/librariesprovider7/personal-investments-and-savings-on-the-money-programme/financial-planning-advice/savings-

monitor/simnamibiamay2014.pdf?sfvrsn=2
 https://www.gsma.com/mobilefordevelopment/topic/connected-women-topic/blending-tradition-digital-finance-innovation-mobile-group-savings-product-

chad/
 https://books.google.com.tr/books?id=B7MYDQAAQBAJ&pg=PT62&lpg=PT62&dq=rotating+saving+and+credit+association+in+madagascar&source=bl&ots=tNe

BSoduVH&sig=ACfU3U3KkTxS75TSbOxj2Vy47Xg4kQoROQ&hl=en&sa=X&ved=2ahUKEwiWi5jXpavmAhWLUhUIHSzfDS4Q6AEwB3oECAcQAQ#v=onepage&q=fok
ontany&f=false

 https://www.wikizeroo.org/index.php?q=aHR0cHM6Ly9lbi53aWtpcGVkaWEub3JnL3dpa2kvUm90YXRpbmdfc2F2aW5nc19hbmRfY3JlZGl0X2Fzc29jaWF0aW9u
 https://www.un.org/development/desa/disabilities/envision2030.html
 https://www.un.org/development/desa/disabilities/envision2030-goal8.html
 https://www.un.org/development/desa/disabilities/envision2030-goal9.html

Websites

11/26/2023 22

https://books.google.com.tr/books?id=4ZqSDwAAQBAJ&pg=PA124&lpg=PA124&dq=rotating+saving+in+myanmar&source=bl&ots=KzBi35naNJ&sig=ACfU3U2hQ8su7u0wQwSde1fKKEY8FahkDQ&hl=en&sa=X&ved=2ahUKEwj0z5fhlavmAhUkQEEAHSUOCcUQ6AEwB3oECAoQAQ#v=onepage&q=rotating%20saving%20in%20myanmar&f=false
https://www.academia.edu/4161183/A_BIBLIOGRAPHICAL_SURVEY_OF_ROTATING_SAVINGS_AND_CREDIT_ASSOCIATIONSPREFACE
https://www.wikizeroo.org/index.php?q=aHR0cHM6Ly9lbi53aWtpcGVkaWEub3JnL3dpa2kvUm90YXRpbmdfc2F2aW5nc19hbmRfY3JlZGl0X2Fzc29jaWF0aW9u
https://zardozi.org/kesht/
https://www.toronto.com/opinion-story/8595830-banking-while-black-the-business-of-exclusion/
https://pdfs.semanticscholar.org/08e4/35e5cf885789af2dd0adade8c0d92a21622f.pdf
http://www.oldmutual.com.na/docs/librariesprovider7/personal-investments-and-savings-on-the-money-programme/financial-planning-advice/savings-monitor/simnamibiamay2014.pdf?sfvrsn=2
https://www.gsma.com/mobilefordevelopment/topic/connected-women-topic/blending-tradition-digital-finance-innovation-mobile-group-savings-product-chad/
https://books.google.com.tr/books?id=B7MYDQAAQBAJ&pg=PT62&lpg=PT62&dq=rotating+saving+and+credit+association+in+madagascar&source=bl&ots=tNeBSoduVH&sig=ACfU3U3KkTxS75TSbOxj2Vy47Xg4kQoROQ&hl=en&sa=X&ved=2ahUKEwiWi5jXpavmAhWLUhUIHSzfDS4Q6AEwB3oECAcQAQ#v=onepage&q=fokontany&f=false
https://www.wikizeroo.org/index.php?q=aHR0cHM6Ly9lbi53aWtpcGVkaWEub3JnL3dpa2kvUm90YXRpbmdfc2F2aW5nc19hbmRfY3JlZGl0X2Fzc29jaWF0aW9u
https://www.un.org/development/desa/disabilities/envision2030.html
https://www.un.org/development/desa/disabilities/envision2030-goal8.html
https://www.un.org/development/desa/disabilities/envision2030-goal9.html


23

Thanks for your 

Attention


