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Structured Savings and Asset Ownership: 
The Role of Rotating Savings and Credit 
Associations among African Immigrants

in the United States

Habiba Ibrahim
Washington University in St. Louis

Rotating Savings and Credit Associations (ROSCAs) are commonly 
practiced in developing countries across the globe. The practice is also 
common among immigrants in developed economies. This study uses 
survey data collected from African immigrants in the United States 
to examine whether saving in ROSCAs is associated with asset own-
ership among the participants. The results found that after receiving 
the ROSCAs savings, asset ownership among participants increased. 
Home ownership increased by 13.6%, small businesses increased by 
27.2% (including taxi and commercial trucks) and car ownership 
increased by almost 20%. In conclusion, ROSCA participation in-
creased asset ownership.

Keywords: ROSCAs, asset ownership, immigrants/refugees, struc-
tured savings, rotating, savings and credit association
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Introduction

	 Immigrants lag in both the use of financial market services 
and wealth ownership.  It is estimated that immigrants are 12% 
more likely to be unbanked compared to native-born Ameri-
cans (Bohn & Pearlman, 2011; Department of Consumer Affairs, 
New York City, 2013). A higher percentage of immigrant indi-
viduals (32%) are unbanked compared to 18.5% among the na-
tive born population (Rhine & Greene, 2006). Similarly, there is 
a substantial gap between immigrants and native born both in 
assets ownership and financial wealth (Osili & Paulson, 2007; 
Painter & Qian, 2016). Studies on immigrants’ homeownership 
consistently revealed that immigrants have low homeowner-
ship rates compared to the native-born U.S. population con-
trolling for race and socio-demographic characteristics (Borjas, 
2002; Mussa, 2013; Tesfai, 2016, 2017). The factors leading to this 
low participation are varied. The complexity of the U.S. finan-
cial system, such as not understanding required paperwork, 
how to begin the process, where to open accounts, bank fees 
and minimum balances (Department of Consumer Affairs, 
New York City, 2013) are partly responsible for low participa-
tion. Language barriers, negative experiences with financial 
markets in home countries and cultural and religious reasons 
were also found to contribute to the low participation of im-
migrants (Light, 1972; Light & Gold, 1999; Nam, 2015; Osili & 
Paulson, 2008; Paulson et al., 2006). As a result, many immigrant 
communities use alternative financial services such as rotating 
savings and credit associations (ROSCAs) as ways of pooling 
capital for larger purchases (Hevener, 2006; Light, 1996; Light & 
Deng, 1995; Light & Gold, 1999; Stewart, 2007). ROSCAs are “as-
sociations formed by a core of participants who agree to make 
regular contributions to a fund which is given, in whole or in 
part to each contributor in rotation” (Ardener, 1964, p. 201). 
	 The use of ROSCAs for the purchase of durable goods and 
small business start-ups has been discussed in previous stud-
ies both in developing countries and among immigrant com-
munities in developed economies (Besley, 1995; Besley & Lev-
enson, 1996; Chiteji, 2002; Light & Gold, 1999; Stewart, 2007; 
Velez-Ibanez 1983).However, research has yet to explore the 
use of ROSCAs as a means to acquire assets including home 
purchases, autos and vocational training. This is especially true 
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among the African immigrant community in the United States. 
Therefore, this study attempts to investigate the role of ROSCAs 
in enhancing savings and asset ownership among African im-
migrants in the United States. 				  
	 The current study is modeled after individual development 
account (IDA) programs and therefore uses Sherraden’s (1991) 
definition of assets, “the stock of wealth in a household” (p. 5). 
Individual Development Accounts are special matched savings 
accounts that enable low-income individuals/families to save 
for specified goals within specified time frames (Schreiner & 
Sherraden, 2007; Sherraden, 1991). Specified assets for IDA sav-
ings are home, small business, and post-secondary education/
technical training that enhances person’s capabilities to gain 
employment. Over the past three decades, social policy scholars 
have advocated for policies that support low income households 
to acquire assets because asset ownership provides a pathway 
out of poverty and provides long-term financial security (Sher-
raden, 1991). 			 
	 Immigrants have used ROSCAs to supplement the use of 
banking services for savings (Light & Deng, 1995; Stewart, 
2007). Through ROSCAs, communities have created associa-
tions that facilitate savings in a way that they could not do indi-
vidually (Gugerty, 2007; Hevener, 2006; Ibrahim, 2019). As such, 
these communities have used ROSCAs to save and accumulate 
capital for small business development and other investments. 
This study expands on this idea and examines ROSCAs as asset 
and wealth-building tools. 
	 Using survey data collected from African immigrants living 
in the United States, the study examined the following ques-
tions: (1) Is participation in ROSCA associated with a propensi-
ty to save?  (2) Does participation in ROSCA over time develop 
a savings habit/trend among participants? And (3) Is there a 
relationship between saving in ROSCAs and asset ownership 
among ROSCA participants?

Literature Review

Rotating Savings and Credit Associations

	 As defined earlier, a ROSCA is a rotating credit scheme for 
pooling money whereby a specific number of people form a 
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group and contribute a specified amount of money weekly, bi-
weekly, or monthly (Addo, 2017; Ardener, 1964).  Although ROS-
CAs operate with slight differences, they follow the same ba-
sic framework. In most cases, a group leader organizes among 
friends, neighbors, workmates, or relatives to form the associa-
tion (Ardener, 1964; Light & Gold, 1999; Nelson, 1995). People in 
the group set an amount of money, and each member contrib-
utes weekly or monthly (Ardener, 1964). The group meets once 
a month, where members pay their contribution, eat and drink 
together, and sometimes share successes and challenges going 
on their lives. The lump sum collected is given to a designat-
ed member who has not yet received the allotment. When each 
member has received the lump sum at least once, the ROSCA 
group either dissolves or the cycle restarts (Ahn et al., 2016; Gu-
gerty, 2007; Nelson, 1995; Nwabughuogu, 1984; Salamon et al., 
2009; Stewart, 2007). Through the group savings, ROSCAs pro-
vide small-scale capital, and thus offer a measure of security to 
its members and credit on a very small scale, services that most 
financial institutions are unwilling to offer (Mbizi & Gwangwa-
va, 2013; Nelson, 1995). ROSCAs also provide social support to 
the group members through the group meetings. 
	 ROSCAs have existed across the world, especially in devel-
oping countries such as Africa, Asia, and Latin America, for a 
considerable period of time (Ahn et al., 2016; Ardener & Burman, 
1995; Biggart, 2001; Bouman, 1979; Light & Gold, 1999; Nwabug-
huogu, 1984). While there is no known record of when the prac-
tice of ROSCAs began, the existence of ROSCAs was reported 
in Asia in the 19th century (Ardener, 1964) and in pre-colonial 
Africa (Ardener, 1953,1964; Nwabughuogu, 1984). ROSCAs have 
different names in different communities across the globe, such 
as Djangii in Cameroon, susu and tontines in west Africa, Kye 
in Korea, Tanda in Mexico, chit fund in India, hu in China and 
ho in Vietnam (Besley et al., 1992), and Equub in Ethiopia and 
Eritrea (Yimer et al., 2018).
	 ROSCAs are often embedded in existing social networks and 
constitute the main institutions for savings in rural areas where 
there are no formal financial institutions (Almedom, 1995; Bur-
man & Lembete, 1995; Nelson, 1995; Niger-Thomas, 1995; Nwa-
bughuogu, 1984). These associations allow members to save 
and accumulate large sums of money that they can use for large 
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purchases or entrepreneurial investments (Burman & Lembete, 
1995; Light & Gold, 1999; Nelson, 1995). Historically, most ROSCA 
participants are members of the same community and personally 
know each other (Besley et.al, 1993), therefore, ROSCAs are root-
ed in trust-based social backgrounds (Summerfield, 1995) and 
provide their participants with many of the services of a bank in 
a personal environment (Light & Gold, 1999).
	 Traditionally, anthropologists and sociologists have been 
interested in ROSCAs in terms of their ability to inspire group 
formation, social networking, and fostering conditions for in-
dividuals’ success. However, in the past few decades, ROSCAs 
have become an area of interest among economists as well, es-
pecially in their contribution to regional development. Besley 
(1995) argued that ROSCA participants do not have access to 
credit from the formal financial institutions, therefore they join 
ROSCAs to save for durable goods that they could not afford 
with their own savings. Besley and Levinson (1996) further as-
serted that ROSCAs might stimulate participants to save for 
durable goods, which constitutes an important feature of the 
development process.  
	 In addition, ROSCAs allow individuals to acquire their sav-
ings goals earlier than if they were to save for it individually, 
which serves as a powerful motivator for participation (Besley 
& Levinson, 1996). Light & Gold (1999) argued peer motivation 
among ROSCA participants fosters “forced savings,” which is 
an unintended economic benefit of ROSCAs.  Gugerty (2007) 
studied a sample of 70 ROSCAs with 1,066 members in Kenya 
and found that people join ROSCAs because saving requires 
self-discipline, and ROSCAs provide a collective mechanism for 
individual self-control. The common concept that “You cannot 
save alone” (Gugerty, 2007; Ibrahim, 2019) among ROSCA par-
ticipants shows that ROSCAs also serve as a commitment de-
vice. This research could also be related to the work of Michael 
Sherraden (1991), who argued that there is a need for a structure 
to facilitate savings, especially in low-income communities. 
ROSCAs provide some form of an infrastructure based on com-
munity and social networks (Hevener, 2006), and participants 
have used their communities as structures to facilitate savings.
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ROSCAs as Institutions

The most obvious function of these associations is that they 
assist in small-scale capital formation, or more simply, they 
create savings. Members could save their contributions them-
selves at home and accumulate their own ’funds,’ but this 
would withdraw money from circulation: in a rotating credit 
association, capital need never be idle. (Ardener, 1964, p. 217)

	 ROSCAs serve as economic, social, and cultural institu-
tions. As economic institutions, which are the focus of this 
study, ROSCAs serve various economic needs of the partici-
pants. They allow members to save, borrow, and insure them-
selves against unexpected expenditures such as emergencies 
(Sandsør, 2010). Thus, ROSCAs serve as both savings and credit 
institutions. Although ROSCAs are organized informally and 
usually keep poor records of the money that is collected and 
disbursed, they have well-established rules regarding reciproc-
ity (Sandsør, 2010). ROSCAs use these established rules to im-
prove their procedures against defaults until new members are 
known and integrated into the group (Ahn et al., 2016; Biggart, 
2001; Niger-Thomas, 1995;). One way this is achieved is by plac-
ing newcomers at the end of the rotations for receipt of the lump 
sum. In her study of Caribbean immigrants, Stewart (2007) re-
ported that new members must be introduced by an established 
member who will take an oath at the group meetings that she 
will be responsible in case of a default. This kind of credit check 
has also been used in the United States when the financial mar-
ket has not yet developed to the impersonal levels of the mod-
ern times. As noted by Monti (1999, p. 126), “being certified as 
morally qualified made it easier for entrepreneurs and crafts-
men to establish themselves in the local market.”
	 ROSCA participants utilize social ties to achieve an eco-
nomic goal.  In a recent qualitative study among ROSCA team 
leaders in the United States, Ibrahim (2019) found that although 
participants joined ROSCA to achieve an economic goal, it is 
the structure and the collective mechanism from the group that 
motivates them to choose ROSCAs over banks. Additionally, 
the social obligation and group expectations make ROSCAs a 
preferred method of saving among participants (Ibrahim, 2019).
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ROSCAs in Developed Economies

	 ROSCAs are not only found in developing countries, but 
also among immigrants in developed economies. Scholars who 
have examined these informal institutions found that they exist 
in countries with well-developed financial institutions, such as 
Great Britain and the United States (Addo, 2017; Ardener, 1995; 
Besson, 1995; Hevener, 2006; Ibrahim, 2016; Light & Deng 1995; 
Murakami-Fester, 2017; Stewart, 2007). In the United States, the 
use of ROSCAs for the purpose of small business capitalization 
has been well documented. Light (1996), who studied ROSCAs 
among Korean immigrants extensively, argues that ROSCAs 
have played, and continue to play, a valuable supportive role 
in the financial life of immigrant communities. These commu-
nities lack access to the financial mainstream, mainly because 
their members do not speak English or lack credit histories in 
this country. Therefore, these informal associations fill the gaps 
and enable immigrants to save and borrow. More recent studies 
among immigrant groups in the United States continue to find 
the practice of ROSCAs to pool capital for micro-enterprise de-
velopment (Addo, 2017; Murakami-Fester, 2017).
	 Researchers have assessed the role ROSCAs play in filling 
the gap by providing savings and loans in immigrant econo-
mies in the United States (Hevener, 2006; Light, 1972; Light & 
Bonacich, 1988; Light & Gold, 1999; Velez-Ibanez, 1983). Heven-
er (2006), who assessed ROSCAs as alternative financial vehi-
cles among immigrants, noted that although Asians were only 
3.6% of the U.S. population according to the census of 2000, they 
owned 4.4% of U.S. small businesses, which was disproportion-
ately larger than other minority groups. Also, ROSCAs among 
Chinese immigrants have evolved more for commercial rea-
sons, such as pooling capital funds for small businesses (Light, 
1972). Asians have been widely cited to be using ROSCAs to 
pool start-up capital for small business. Light (1996) noted that 
Chinese and Japanese immigrants achieved higher rates of 
self-employment and became entrepreneurs within a short pe-
riod of time due to their use of ROSCAs.
	 Research has also indicated that ROSCAs are common 
among Caribbean immigrants. Stewart’s (2007) study of Carib-
bean women noted that the practice of ROSCAs is found within 
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every Afro-Caribbean enclave in the United States. The study 
found that ROSCAs are a supportive economic culture that 
grants access to capital resources these communities would not 
have otherwise been able to access (Stewart, 2007). Additional-
ly, ROSCAs are practiced among African immigrants, although 
there is lack of research on how this community uses ROSCAs 
—a void this study intends to fill. 

Guiding Framework

	 This study is guided by the institutional theory of savings 
(Beverly & Sherraden, 1999; Sherraden, 1991), which accentu-
ates that institutional factors greatly influence individual and 
household-level savings because institutions shape individ-
uals’ behaviors through restrictions, structure, expectations, 
incentives, and opportunities (Curley et al., 2009). The theory 
particularly emphasizes the role of institutions in savings and 
asset ownership among low-income households. This theory 
has identified several factors that influence the savings behav-
ior of individuals and households, particularly in low-income 
communities. These factors include: (1) access; (2) information; 
(3) incentives; (4) facilitation; and (5) expectations (Curley et al., 
2009). ROSCAs have similar institutional features that support 
savings among participants (Ibrahim, 2019). The structure, ex-
pectations and group facilitation that ROSCAs provide to sav-
ers has been identified as particularly helpful in saving for tar-
geted investment (Ibrahim, 2019). Moreover, the concept that 
“you cannot save alone” (Gugerty, 2007; Ibrahim, 2019) under-
scores the key role of institutional support in savings and asset 
accumulation. Previous studies guided by this theory have all 
examined structured savings through formal financial institu-
tions. The current study expands on this concept to examine 
whether structured savings through ROSCAs have similar out-
comes—increased savings and asset ownership. 
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Methods

Research Design: Case Selection,
Sampling Method and Data Collection

	 This study used a cross-sectional survey data collected 
from African immigrants living in four cities across the Unit-
ed States using a mix of nonprobability sampling. The main 
sampling methods used for case selection were availability and 
snowball sampling. The snowball technique is an important 
and commonly used technique in research on minorities and 
hard-to-reach populations (Rubin & Babbie, 2005) who are often 
obscured from the view of policy makers and researchers (At-
kinson & Flint, 2001). This method takes advantage of the social 
networks of identified respondents to provide researchers with 
an expanding set of potential contacts (Thomson, 1997). This 
typically fits the specific population of the current study. 
	 Using community resource centers such as places of wor-
ships, community ethnic stores, and personal contacts, survey 
questionnaires were distributed to the respondents both in-
dividually and in groups in four sites after receiving approv-
al from the Institutional Review Board. The data used in this 
study was collected between September 2014 and July 2015. A 
total of 820 surveys were distributed, and of this, about 350 sur-
veys were completed and returned, a completion rate of 42.6%. 

Measures and Analysis

	 The dependent variable is assets owned after receiving 
ROSCA funds. This is a dichotomous variable created from 
whether the respondents owned at least one of the assets iden-
tified or not after receiving the ROSCA funds. The analysis con-
trolled for demographic variables and any assets owned before 
receiving the ROSCA funds. The independent variables includ-
ed: amount of monthly savings; number of years participated in 
ROSCAs; savings target; lump sum amount collected; received 
the lump-sum amount; and institutional factors. 
	 As an initial step, descriptive statistics and crosstabs were 
conducted to test if there were any associations among the 



38 Journal of Sociology & Social Welfare

variables. To further address the research question, binary lo-
gistic regression was conducted using the following equation: 

Logit(p) = ln{p/1-p}=b0 +b1x1 +b2x2 +.......b7x7; where X1....X7 
are the predictor variables and p is the probability of pres-
ence of the characteristic of interest.

Before conducting the logistic regression, multicollinearity 
diagnostics were conducted. All VIF values were less than 10 
and the tolerance statistics were all over 0.6, therefore, multi-
collinearity was not a concern. The analysis was sequentially 
modeled. The first block consists of the demographic charac-
teristics which are entered into the model as control variables. 
Controlling for the individual characteristics, the savings vari-
ables were entered as the second block of independent variables 
to determine the influence of each of these variables on the de-
pendent variable, followed by institutional characteristics.  Re-
sults are presented in Tables 1 to 6. 
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Table 1. Demographic Characteristics of Participants
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Table 2: ROSCAs and Savings Information of the Study Respondents 
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Table 3: Use of Lump-sum funds from ROSCA

Table 2 (continued
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Table 4: Asset Ownership before and after receiving
ROSCA funds

Table 5: Frequency of Savings
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Table 6: Logistic Regression: Assets owned after receiving 
ROSCA funds (yes = owns at least one asset; no = none)
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RESULTS

Sample Description 					   

	 The final sample used in the analysis after cleaning the data 
was a total of 294. The sample was 53% male and 47% female, 
with a mean age of 40 (SD =10.06). The study sample had a wide 
range of educational levels, ranging from no education (23.1%) 
to post-graduate degree holders. The majority (61.2%) had a high 
school diploma or some primary education. A majority of the re-
spondents (87%) were employed at the time of the survey. About 
60% of the households earned less than $40,000 annually, with 
a mean household size of 4.95 (SD = 2.36.). The mean number 
of years respondents lived in the United States is 11 (SD = 5.33) 
with a range of two years to 36 years. It is interesting to note that 
there are more men respondents (53%) than women (47%) in this 
study, since the literature indicates that majority of ROSCA par-
ticipants are women (Anderson & Baland, 2002; Besson, 1995; 
Kedir & Ibrahim, 2011; Stewart, 2007). While the current study 
does not address the reason for this change, recent studies doc-
umented that more men are participating in ROSCAs among 
immigrants, due to the different financial demands in the U.S. 
and the need to meet financial challenges such as taking care 
of extended family members either in home countries or refu-
gee camps (Ibrahim, 2016, 2019). Although more men are joining 
ROSCAs, women remain in command of ROSCA groups and 
an overwhelming majority of ROSCA group team leaders are 
women (Ibrahim, 2019; Steward, 2007).

ROSCAs and Savings Information

	 Table 2 shows information about respondents’ ROSCA par-
ticipation and savings. All the respondents are either currently 
participating in a ROSCA group or have done so since moving 
to the United States for a period ranging from less than two 
years to over 10 years. Most of the respondents (86%) have par-
ticipated in ROSCAs between two to six years, while the other 
10% have participated in ROSCA savings for over six years. A 
small percentage (1.4%) reported they participated in ROSCAs 
for over ten years. These statistics suggests that this savings 
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approach has become part of their tradition, possibly contribut-
ing to a long-term savings habit. 
	 The households’ monthly ROSCA contribution also ranged 
from less than $100 to over $500. Depending on the number of 
people in the group and the amount they saved monthly, they 
collected between $1000 to over $5000 a month that one of them 
would take home for immediate consumption or long-term 
investment. A majority (89.5%) joined the group to save for a 
targeted goal by the end of the ROSCA rotation/cycle. It is in-
triguing that as much as the participants are depending on the 
informal market, 91.8% have bank accounts. 

Use of Lump Sum Funds from ROSCAs 

	 Table 3 present the results of how participants used the 
lump sum funds. Many participants have indicated that they 
used the funds for more than one purchase. The uses were 
very diverse, but the results indicate that most of them used the 
funds for larger purchases or long-term investments. For major 
purchases, 28.6% indicated they used their ROSCA funds for a 
car purchase. This was followed by investment in small busi-
nesses (22.1%), including investing in commercial trucks and 
taxicabs, home purchases (7.8%), home repair (7.5%) and jewelry 
purchases (8.5%). While the majority of the savers joined ROS-
CAs to save for a targeted investment, the largest percentage 
of ROSCA funds (30.3%) were used for emergencies, an indica-
tion of competing needs against savings for future investment. 
Additionally, ROSCA savings were also invested in country of 
origin in small businesses, homes, land, or farms. 
	 To test whether there was any change in asset-ownership, 
participants were asked about the assets they owned before 
ROSCA participation and assets owned after receiving ROSCA 
funds (see Table 4). 
	 As the results in Table 4 reveal, more participants owned at 
least one of the major assets identified after receiving the funds 
than before. For example, home ownership rose from 8.5% to 
22.1%, and small business ownership increased from 8.8% to 
25.2%. Likewise, taxicab and commercial truck ownership rose 
from 2.4% to 7.1% and 8.5%, respectively, and car ownership rose 
by about 20% after participants received the lump sum funds 
from the ROSCA. Respondents also indicated they owned other 
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assets, including emergency funds, jewelry, small businesses, 
and homes in their country of origin. 

Frequency of Savings

	 Table 5 shows the differences in the frequency of savings 
among study participants before and after joining ROSCA 
groups. In most categories, the frequency of savings went up 
after respondents joined ROSCAs. Most notably, those who 
saved monthly increased from 31% to 59.2%. This is an increase 
of over 28% in saving frequency. This huge increase in month-
ly frequency of savings was expected, as most ROSCA groups 
meet monthly. This is similar to findings from previous studies 
both in developing and developed countries that most ROSCAs 
make monthly payments (Anderson & Baland, 2002; Kedir & 
Ibrahim, 2011; Light, 1996). 

Logistics Regression Results

	 As presented in Table 6, in the first model (block1), which 
has the demographic variables and assets owned before receiv-
ing ROSCA funds, only two variables are statistically signifi-
cant. The household size is statistically significant (OR 1.686; 
p <0.005). This means larger households were 1.6 times more 
likely to own at least one of those assets compared to smaller 
households. Assets owned before ROSCA funds were also sig-
nificant (OR 29.746; p <0.005). Age, gender, education, income, 
and number of years lived in the U.S. were not statistically sig-
nificantly. In the second model (block 2), several other variables 
were added including: the number of years participated in ROS-
CAs; the amount of monthly savings; having a savings target; 
receiving the lump sum funds; and total lump sum amount. 
The amount of monthly savings is statistically significant (OR 
= 2.142; p <0.005). Those who deposit more money are twice as 
likely to own an asset after receiving funds than their counter-
parts. Having a savings target by the end of the ROSCA cycle/
rotation is statistically significant (OR = 5.799; p <0.005). Those 
who have a savings target when they join ROSCA are almost 
five times more likely to own an asset after receiving the funds. 
Likewise, having received the lump sum funds is positively 
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associated with owning an asset (OR= 5.064; p < 0.005). The total 
lump sum amount is also significant (OR= 0.58; p < 0.005). 
	 In the full model, institutional factors were added. The vari-
ables in this block included: access; rules; facilitation; expecta-
tion; peer motivation; and networks. The only variable that is 
significant from the institutional variables is expectation (OR 
= 0.118; p < 0.005). In the full model, the variables in the model 
explained between 20% to 55% of variability in asset ownership 
in the sample. 			
	 Overall, these findings suggest saving in ROSCAs makes 
it possible for participants in this sample to achieve a target-
ed goal of purchasing an asset, similar to an earlier study by 
Besley, Coate and Loury (1993), which suggested that ROSCA 
savings helped savers finance indivisible durable goods.

Discussion

	 The results show that among the African immigrants, men 
and women participate in ROSCAs almost equally. Most of the 
participants (60%) were in low-income households earning less 
than $40,000 annually. A majority (80.5%) were people who do 
not have a college degree. However, there are also few highly 
educated individuals who choose to participate in ROSCAs, as 
about four percent had post-graduate degrees. These individ-
uals have the educational qualifications to obtain jobs that can 
give them access to formal institutionalized savings programs 
but join ROSCAs as a supplemental savings plan because of the 
social pressure and high expectations the group provides (Ibra-
him, 2019; Steward, 2007). 
	 This study commenced with the assumption that ROSCA 
users are mostly unbanked. The results indicate otherwise; over 
90% of the participants have a bank account, yet still participate 
in ROSCAs to achieve a targeted economic goal. As such, ROS-
CAs help members diversify their holdings in much the way 
people who have more money buy stocks, properties, and other 
investments simultaneously. Hence, ROSCA as a “foreign” cus-
tom seems to fit quite well in American savings and investment 
practices, making upward mobility easier for those in the lower 
income bracket. 
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	 It is prudent to bear in mind that the study sample is not 
nationally representative, and therefore, the results presented 
cannot be generalized to African immigrants across the coun-
try. However, as one of the few ROSCA studies in the U.S., the 
findings from this study make generous contributions to the 
immigrants’ savings and asset-building literature.

ROSCAs and Savings Habit

	 The first aim of this study was to determine whether par-
ticipation in ROSCAs over time helps develop a savings habit/
trend. The findings indicate that, when the individuals in the 
community under study get access to this savings group, they 
save continuously for a long period of time. The descriptive sta-
tistics revealed that more than half (54%) of the respondents’ 
have continuously participated in ROSCAs for a period of two 
to eight years. Most ROSCAs pay their contributions monthly; a 
few do so more frequently, such as weekly or bi-weekly. On av-
erage, ROSCA group rotations take 12–24 months, and members 
are obligated to continuously pay their monthly contribution 
until everyone receives the funds. These regular contributions 
become part of their lifestyle. The social pressure and peer mo-
tivation encourages members to continue saving in ROSCAs, 
which suggests that ROSCAs build a saving habit among par-
ticipants over time. 
	 Previous research has suggested that due to the obligation 
to contribute regularly, “ROSCAs help to build the habit of sav-
ings” (Nelson, 1995 p. 54). Ardener (1964, p. 218) called it “the 
element of compulsory saving” in ROSCAs.  The development 
of a culture of savings is regarded as crucial for economic im-
provement among the poor (Dichter & Harper, 2007). The con-
cept of “you cannot save alone” is a major reason that attracts 
people to savings groups such as ROSCAs (Ambec & Treich, 
2007; Gugerty; 2007; Ibrahim, 2019).
	 Scholars who study ROSCAs wonder why people choose 
to save in ROSCAs instead of saving individually, even when 
they have access to formal financial markets. Research suggests 
that people make this choice because ROSCAs provide a sup-
port mechanism to help them save, which is especially true for 
low-income households (Ibrahim, 2019). Those who participate 
in ROSCAs are mostly low-income working families. Currently, 
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the low-income threshold for a family of four is $45,622 (Ma-
ther, 2013). Close to 60% of the households in this study had an 
income of less than $40,000 a year and a mean household size 
of almost five, meeting the definition of the low-income popu-
lation. Although they are willing to save, they do not have sur-
plus income to deposit into a bank account and leave untouched 
over a period of time. Thus, ROSCAs provide support to control 
spending and enable savings. This is comparable to findings 
from the American Dream Demonstration (ADD), which evalu-
ated IDA programs and found that disadvantaged populations 
can save when given access to institutional support (Han et al., 
2007). In the absence of those institutional supports, communi-
ty support systems such as ROSCAs come in handy.  

Asset Ownership

	 The second goal of the study was to determine the rela-
tionship between saving in ROSCAs and asset ownership. As-
set ownership has been recognized as an essential element in 
households’ upward mobility and transitions out of poverty 
(Moser, 2005; Shapiro &Wolf, 2001; Sherraden, 1991), thus, asset 
ownership creates opportunities and status that can be passed 
along to future generations.
	 The results of this study indicated that the savers have used 
their funds to purchase/invest in assets. Participants showed an 
overall increase in the amount of assets owned after receiving 
ROSCA savings, as detailed in the results section. This is con-
sistent with findings from previous studies that ROSCA partic-
ipants use their funds for durable goods that they cannot afford 
with their own savings (Besley et al., 1993). These results reveal 
that the main goal of saving in ROSCAs, among the study sam-
ple, is for future investment and not immediate consumption. 
Although previous studies documented the use of ROSCAs for 
small business capitalization among immigrants’ communities 
(Light, 1972, 1996; Light & Gold, 1995; Valez-Ibnez, 1983), research 
has not explored other investments, such as a home purchase, 
home improvement, or a car purchase using ROSCA funds, 
therefore this study did address these gaps in the literature. 
	 Further, the results of the logistic regression indicated that 
there is a significant relationship between savings in ROSCAs 
and asset accumulation, even after controlling for demographic 
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characteristics. Thus, the findings suggest that ROSCAs play a 
vital role in poverty reduction among those who utilize them. 
Twenty years ago, Light (1996) suggested that ROSCAs are a self-
help solution to urban poverty in the United States. He concluded 
that ROSCAs are effective at improving the economic welfare of 
low-income groups, and the laws and public policies should en-
courage their use. The current study suggests the same with data 
from new group of immigrants not previously studied. 

Study Limitations

	 One of the limitations of this research is the sampling 
method. The study used snowball and convenience sampling 
to recruit participants. These methods are cost-effective and 
help to reach populations that are not easy to access (Faugier & 
Sargeant, 1997), which was helpful to increase the sample size. 
However, because the researcher relied on referrals, units for 
inclusion in the sample were not based on random selection 
(Biernacki & Waldorf, 1981), therefore, the representativeness of 
the sample is not guaranteed. This makes it difficult to measure 
the true distribution of the population and of the sample. The 
sample size was also small which affects the strength of the sta-
tistical power and reduces the ability to detect significant differ-
ences between values. Perhaps other significant results would 
have emerged if a larger sample were used. 
	 In addition to the research design limitations, this data was 
all based upon self-report. It involved sensitive financial infor-
mation, such that at times participants expressed concern over 
how their information would be reported. Therefore, there is 
the possibility of over- or under- reporting the actual amount 
saved and received. Subsequent studies in this subject could 
improve the reliability of the findings from this study. 

Implications for Research, Policy, and Practice

	 Research. This is one of the first studies to identify ROS-
CAs as an asset-building tool among African immigrants in 
the United States. It is important to further interview individ-
uals who have used ROSCA funds to purchase assets such as 
businesses and homes in order to validate the current survey 
results. Additionally, while participants joined ROSCA to save 
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for a specific goal, a significant number used the savings for 
emergency needs. This knowledge can help guide future stud-
ies to explore these competing needs and inform interventions 
for these emergency needs. 
	 Policy. Research on the use of ROSCAs by different immigrant 
groups in the United States dates back to the 1970s. Light (1972, 
1995, 1996) has shown how Japanese immigrants attained high lev-
els of entrepreneurships within a relatively short period by rais-
ing capital through ROSCAs. There are also studies on ROSCAs 
among other groups (Light & Bonacich, 1988; Stewart, 2007). The 
current study adds to this body of work on the use of ROSCAs 
by African immigrants. Local-level policies to support these com-
munities through existing community development financial in-
stitutions (CDFI) and integrating them into existing programs that 
support entrepreneurs and homebuyers, such as small loans and 
community development grants, could also be useful.
	 Practice. ROSCAs could be used as a bridge to the formal fi-
nancial markets by expanding on existing initiatives. For exam-
ple, Finanta, a non-profit organization in Philadelphia, has been 
working with two ROSCA groups—an African group and a 
Spanish-speaking group—since 2011. The savers in these groups 
are saving only for micro-enterprise capitalization. The agency 
is helping the participants use their custom as a gateway into 
the formal economy (Melamed, 2011).  They are achieving this 
goal by facilitating the monthly ROSCA group meetings; when 
members pay their contributions, the organization reports that 
to the major credit agencies as loan repayments. Additionally, 
they provide other services, such as credit counseling, business 
consultation, and networking to ROSCA group members (Fi-
nanta, n.d). Agencies working with communities who use ROS-
CAs could replicate this practice and assist ROSCA members to 
build credit lines, so thta ROSCA participants could also benefit 
from other services, such as credit counseling, home ownership 
programs, and training. 

Conclusion

	 A key insight from this study is that ROSCA groups pro-
vide support that enable savings for its members. In the absence 
of supportive institutions to support savings for low-income 
households, these communities have shown that they can 
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identify, collate, and exploit the resources available to them to 
make upward mobility possible. 
	 This study finds that immigrants maintain ROSCAs for 
two main reasons. Firstly, these communities want to save and 
invest in assets such as small business and home ownership. 
However, most of them are in low-income households without 
surplus money to put aside monthly to reach savings targets. 
These individuals also lack the credit history required for bor-
rowing in this country. Additionally, borrowing from financial 
institutions comes with interest, which conflicts with some of 
these immigrants’ communities religious beliefs. Therefore, 
these individuals form ROSCA groups so they can pool their 
resources together on a regular basis to help each other reach 
their investment goals. 
	 Secondly, saving requires structural support (Sherraden, 
1991); ROSCAs provide that support to the members through 
several institutional elements (Ibrahim, 2019). These elements 
include rules and regulation, expectations, trust, and control 
mechanisms (Ibrahim, 2016, 2019). The notion of “I cannot save 
alone” suggests that ROSCAs provide both support and a con-
trol mechanism to postpone current consumption in order to 
improve the future. Some of these elements are similar to those 
identified in the institutional theory of savings and are known 
as the determinants of savings and asset-building for low-in-
come households (Curley, 2004 Sherraden et al., 2003; Ssemawala 
et al., 2009). Therefore, these findings accentuate the importance 
of creating policies that will support low-income households to 
save and acquire assets.
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