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Factors behind the growth of Chinese crowdfunding
JIANG, Jun

Abstract

In this paper, we point out problems with lending among financial institutions in China, and investigate
the factors behind the rapid growth of crowdfunding from comparison with the bank loan system and the
traditional Chinese ROSCA system, hehui.

With the background of the rapid growth of crowdfunding in China in recent years, its development is
examined and the factors for the rapid growth are discussed. First, from the problems with lending by financial
institutions in China, we can summarize the growth factors for China’s loan-type crowdfunding as both the
underdeveloped financial system and also its incorporation into the demographics that cannot normally get
bank loans.

Based on the comparison with the bank loan system, we arrived at the following factors: there is huge
arbitrage; it is easy to execute a loan; and through technological advances, small transactions can be easily
performed at low cost.

Furthermore, by comparing the traditional hehui ROSCA system, the similarities between it and
crowdfunding were pointed out, and this may be one of the factors that lead to the rapid growth of
crowdfunding in China. In particular, this research reveals that the similar mechanisms may be one of those

factors.

Keywords : China, crowdfunding, Chinese ROSCA, growth factors, common finance
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