










among all  members. 13 Concurrent bidding ROSCAs share with random ROSCAs 
the advantage of uniform and equal contributions, and as long as the formula for 
disposal of the residual remaining after (the unequal) all otment is transparent and 
simple, the fairness of the arrangement is easil y assessed. 14

Bidding ROSCAs end when all  participants have succeeded in winning one pot. 
Multi ple all otments in six of the months resulted in a 24-month li fespan for the 
ROSCA in Table 1. If bidders had had perfect foresight about the actual duration 
of the ROSCA from the beginning, then the monthly interest rate impli cit in each 
period’s winning bid would solve the foll owing equation:

Pot, =  Por24/ ( l  + 0 24-' ,

where t is the bidding period. Table 1 presents these calculations, also plotted in 
Fig. 1. The actual duration of the ROSCA is not, in fact, known in advance. What 
is known ex ante is that the upper and lower bounds of the duration of the ROSCA 
are 30 and 16 months, assuming the number of pots per month can never exceed 
two (and cannot exceed one in the month in which the organizer takes the fund).

Assuming that participants can predict duration may be defensible as a rough 
approximation on the grounds that ROSCA participants are repeating a game that 
has been played many times, but it is certainly possible that the updating of priors 
regarding duration as a function of the bidding process could lead to errors in our 
measure of fluctuations in interest rates from period to period, as we discuss 
below. Of course, from the standpoint of deterministic models of ROSCAs (li ke 
B-C-L) our assumption of perfect foresight regarding future bidding, and hence 
duration, is unobjectionable. The final pot was not known in advance. The rules of 
this ROSCA set the final pot equal to the pot that resulted from bidding in the 
penultimate period. For simpli city, the final pot is assumed to be expected at Rs 
6000 in our calculations.

That spending exigencies not anticipated at time zero can and do seem to arise 
in the course of operation of the ROSCA is strongly supported by the fact that ihe 
bids do not monotonicall y decli ne from one period to the next as they would if 
interest rates were constant or decli ning over time (as implied by the deterministic 
B-C-L model, with homogeneous or heterogeneous preferences, respectively). 
Months in which the impli cit interest rate was higher than in the preceding month 
are 4, 6, 7, 10, 13, 15, 16, 17, 18, 20, 21 and 23 (Fig. 1). The rate of interest on 
sums carried forward shows the same tendency as the implied rate of discount to

13 D istribution o f the residual  w ithout m ulti ple  all otm ents is the mode o f disposal  in all  m onths in the 

sam ple ROSCAs reported in Radhakrishnan et al. (1975) and Boum an (1979), where there was no 

augm entation  of the fund at any date with past residuals.

14 T he contribution m ay appear to vary betw een tim e-periods only because it  m ay be reported after 

subtraction o f  the dividend, either concurrentl y , or as in  the sam ples in R adhakrishnan et al. (1975), in 

the next tim e-period: but it  is uni form  betw een contributo rs.










