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December 21, 1978

Ms. Margery Sorock

Office of Housing

Agency for International Development
Department of State

Washington, D.C. 20523

Dear Ms. Sorock

We are pleased to submit herewith three copies of our evaluation of the
Nuevo Chorrillo Cooperative in English and three copies in Spanish.

in the most general cf terms, it is the opinion of the Evaluation Team
that this project represents one of the mcst exriting and productive housing
cooperatives the team has come across in more than thirty collective years of
cocperative housing experience.

This is among the reasons we went to such great lengths te identify and
document some of its more relevant and outstanding characteristics.

We have attached a number of items which we felt would be of interest to
you and the Office of Housing.

Let me take this opportunity to wish you and the Office o f Housing staff

a happy holiday season and to express o'.r interest in colleborating with you in
future international assignments.

Very truly yours,

Kenneth S. Odenheim
Vice Preside.t
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PIO/T PAVAMA

EVALUATTON OF THE NUEVCQ CHORRILLO
COOPLRATIVF

BACYCROUND

For Figcal Year 1979 a $25 =i{llion Louusing Tnvestmenc Guaramty 18
contemplated for Januwa. Of <l Letal, $4 mlllion {s designated

for the Nuevo Churrillo Cocperative. The monles will be used to
Increasce the number uf houning unlits and to congtruct a multl-

purpose community cecter.  In edditlon, the Foundatfon for Cooperative
llousiug, through an operat fonal program grant, will be working with
the Ministry of llousiny, the Banco Mipotecario Naclunal and the
Panamenisn Foundatinn for Cnoperative llcusing (TUNDAVICO) to create

a financinz and technica) assistanre capabitlity for housing cooperatives
in Panawa.

RATIONALE

In light «f the above hackgreund, tt {s partlcularly important that
the Nuevo Chorrillo Cooperative

> be evaluated at this time. Not only
is ATD's Office of Housing contemplating an increase of funds to

the project but also will use the project an o model In assisting
the Goverwnent of Panumia to develep a ccoperative housing propram

An inter-disciplirary .apvroach tu the cvaluattion effort {s absolutely
esgential since the Nffice of Housing's proposcd strategy for funding
prolects in Panama contemplates an  integrated approach to the
shelter problem. Tt {5 cusential to examine the project from the
viewpoint of gite plann!lap, land use, Infrastructure,and construction

as well as its impuact vn the life styles and Ludgets of the people
living in the cooperative housing project. lHere it is particularly
{mportant ¢

that for an aralysis of the iustitutional framework to
be undcertaken.

ANTICIPATED RESULTS

Since the Nuevo Churrilloe Coouperatlve figures prominently in the future
housing [nvestment puaranty program for Pamama, the 0ffice of liousing
expects a detalled anulysls and aseessment of the project's structure
and operations, ccustruction efforts, {inancial management and social
impact. The strengths and wiiaknesses Jn_each area should be identified,
together with a dlscusslon ol alterRative solutions to problems iden-
TIrIcdT TThe evaluatord nhould also be prepared to state apecifically
what | the) recommend ans the Lest solution to each problenm,

————tp

These objlectives, which form part of the scope of work for this evaluation,
can be best realized threugh the use of an inter~disciplinary team
comprised of an architcct/nlanncr, sociologlst and econom{st.

BEST CUPY AVAILABLE
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PE OF WORK

1.

I1I.

1v.

*

Obhjcctives af this cvaluation

A. To measure the of fectiveness of this preject and te specifically
determine whetber: ’

1., The cooperative hauking project will penerate domestic
fundiug for second and third stape construction.
ey . The Bance PFipotecario Nacional (1)

has developed or is
develeping

a croperative hooedng pregram so as to Le able
to flnarnc uﬂﬂlzlrnul lov-incone Fousing cooperatives
(institotLonalivation of cocperatives).

-]

3. FUNDAVICO i\ "1nv1d1ny techni{cal acsistance to thc Nuevo

Chorrille Coonperative ard the nature and qualicy of that
technical aasfstance,

=4, The cooperative Is experiencing collection preblems and
what steps, if auy, are belne taken to tackle the collection
problens, '
C,

9. e Mving condlitions and Jife stvles of th

e coecperative
members luive improved ag

4 result of the project (in consider-
Sqag this podat, access to cowmgn{ty Tac{lities, employment,
trangporctat fon, cte. sheuld be take: into account).

—> A, Those buylne the hoesing units are witiile the target group.

B. To provide feedback for (he tueve Chortilo Cooperative so as to
improve prolect impiemcntation whore indiented.

C. To help the Yeove Chorrite Cooperative tarmutate an internal auéd
ronftering and celi-evaluation svstenm,

Tools Needed for tiare

A. Proilect Paper

B, TImplementation Agreement

C. BHN's Honthly Progress repérts on censtrnetion, cooperative

membershiip, home completion avd collecvions (these are assumed
to be available in Panama).

Asnlpmaent

Tasks
A. Analysls and assosement of the MNoewva Chaorrillo Cooperative as
Lo:

. TInstituttonad siructare and ﬁpvrrLivnn

2. Constriuction

3. Financial manapement

4. Soclal fnpect .
L. Analysis avd aocemrreot of (e cooperative as an appropriate
vebiicie fer the cotutton of 2l honsdine recds of low-Iincere

people {n urlo Ponan.
Peports
The consuitant tem. is ta predece o repeat in both English and Spanish.
Its preface shonld contain a vencral pretect deseription and it should
conclude with filwdings ang roeommendations. A drafc repert should be
discussed and Jeft with the BUUDD offfee wrlar to leavirg Panaxa.

The team will give & werbal de=tofefing to tie Nuevo Chorrillo Cocperative
prior to leavinge Pavaca. The Cloaal ¢

GT Tt report will be submitted in
Frplish and Spaniah,

BEST COPY AVAILABLE
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INTRODUCTION

The Nuevo Chorrillo Cooperative is a dynamic institution. In many
respects it serves as a graphic example of not only how needs are met through
collective action, but furthermore, of how community organization occurs. Of
particular note in this community is the tenacity it manifested year after year,
obstacle after obstacle in pursuing its goals. Also nbteworthy is the level of
accomplishment of this coaperative in delivering the "goods,” within its time,
budget, and client target constraints, and without much outside technical,
financial, cr cooperative assistance.

This evaluation is the first real, comprehensive evaluation which has been
undertaken of the Nuevo Chorrillo Cooperative since it initiated its construction
efforts. Criticisms of the cooperative and its hogsin_g' abound. These obser-
vations are largely petty when contrasted against the enormous achievements
of the co~op, however; and, the fact is not even thé Ministry of‘Housing
appears able to produce a comparable unit at comparable cost. It -becomes
obvious then, that there is a great deal to be learned from the Nuev§ Chorrillo
Cooperative. In this report and evaluation, we have attempted to identify these
characteristics. Yet, the evaluation itself has far greater objectives, and far
broader applicability. The cooperative itself is intended as one of the direct
beneficiaries of this effort, and we have as a consequence noted and reported
to it the shortcomings, current needs, pitfalls, and threats we believe it
faces. At the same time, we examined and identified the institutional and
community strengths it possessed so that these could be reinforced and built
upon. In doing so, we were able to tell the cooperative some things about
itself which it did not know such as the genus of its constituency, their socio-
economic characteristics, and their areas of preference and disenchantment

with Nuevo Chorrillo.



A second tocus of this evaluation was the institutional reality of coopera-
tive housing in Panama, at this time, and our estimates an< projections of what
it could or would become in the future, if the proper buttons were pressed.

In these regards, the institutionalization of cooperative housing had to be
examined and apptaised both from the standpoints of function in meeting the
housing needs of low-income Panamanians as well as from that of collaboration
in fostering a cooperative alliance between the public sector, technical
assistance organizations, and contributing organizations such as the Nuevo
Chorrillo Cooperative.

The evaluation of the Nuevo Chorrillo Cooperative which follows is a blend
of analyses from three perspectives: the physical, tiie financial, and the social/
organizational. It was undertaken by an architect/planne:., a financial analyst,
and a social planner. As a final product, we believe the evaluation isolates
the positive and negative factors which helped and hindered this coop:rative
in its development, pinpoints replicable attributes of this dynamic community
organization, reexamines the valuec of self-help efforts in hcousing low-income
families, and identifies the role cooperative housing can play in providing
affordable shelter to low income Panamanians.

Our satisfaction in preparing the evaluation will be guaranteed if the
Nuevo Chorrillo Cooperative is able to make use of it in better serving its
constituency and in preparin'g' Nuevo Chorrilleros to anticipate :und best the
difficulties they will face in the future.

Ken Odenheim
Chuck Billand
Dan Coleman

Panama, Panama
December 1978



PREFACE

The Nuevo Chorrillo Cooperative as a community organization dates back
to 1966. In the years that have passed since its informal beginnings it has
waged a trying and frustrating guerrilla war against poor he"alth. housing',
education, and environmental conditions. The cooperative lost many battles--
but it won the war.

Nuevo Chorrilleros live some 14 kilometers to the West Southwest of
Panama City, across the Panama Canal and the bridge which traverses it, over

a winding two-lane portion of the Pan American Highwsay which skirts the

boundaries of the Canal Zone, and the military installations of the United States / a .'..J.l
and past the town of Arraijan, the closest town. There, on a 32 hectare site ga ";,.'._; |
(approximately 74 acres), stand 700 units of a total of 2,100 which are planx;éd rv‘f‘
together with an elementary school, baseball and soccer fields, a concrete k'/"}.""i .
block plant, a door and window production plant, a materials and tool distribu- % 5 ;}'-T'
tion center, a cooperative food store, an office, community water wells and :’9/L;J J_
g

co-op busses as a rebuttal to the many well-meaning and not-so-well meaning
individuals and institutions with which the cooperative dealt, who prophesized
its failure.

A critical observation will reveal many imperfections in the physiecal,
social, and financial aspects of Nuevo Chorrillo. The 540 families who currently
live in Nuevo Chorrillo are not without their inconveniences and irritations.
For them, and for those who follow them, transition to residency in Nuevo
Chorrillo calls for a number of changes; from urbén to suburban, from high
density to low density, from hustle and bustle to relative quiet, fromn a few
minutes walk to work to a 45-minute ride to work, and from a long established
community to a new born one, struggling for identity and reeling from the
complexities of community development.

i



As an Evaluation Team, we designed an original survey in order to bring
the most current, relevant, and factual data back to Nuevo Chorrillo for
their consumption and :ubsequent action and back to AID to answer to its
concerns and to portions of our scooe of work.

In an effort to capture a visual image of the cooperative, its facilities,
community and human resources, we video-taped more than three hours of
interviews, training, meeting, survey interviewing, self-heip labor, and the
community itself as well as pieces of its past irr order to provide a more ‘
complete understanding for the "before and after."

Interviews with an extensive cast of characters were employed as another
means of gathering both data and perspective about the Nuevo Chorrillo
Cooperative and its underpinnings. Held with both early supporters as well
as early adversaries of the cooperaﬁve, these probings produced ccnsiderable
penetration into fhe topics of where the co-op was born, and why, and how,
and with whose assitance.

Finally, observation was used to explore first-hand, the many aspects of
the Nuevo Chorrillo which must be experienced to fully comprehend. A bee
hive of activity, the co-op as a proaucer, employer, spokesman, storekeeper,
warehouser, transporter, coordinator, educator, and developer is visible at
a given moment. The site visits we made enabled us to see and participate
in the wave of energy which sustains such activity. In the following pages,
our analyses of the co-op and our recommendations for it will be presented
_together with conclusions about this cooperative and cooperatives in general.
We hope to see a case established for the replication of such projects as
consistent with and exemplary for U.S. ascisted housing and community
development.

iv



SUMMARY OF CONCLUSICNS
AND RECOMMENDATIONS

The Evaluation Team has arrived at a number of conclusions and recom-
mendations which are presented in the Social/Organizational, Physical and
Financial sections of this report. In providing a summary, the Teamr wishes
to emphasize those recommendations which follow as the most imp~.~.ant of the

Evaluation.

Recommendation 1

The apparent failure of the public and the private sectors to collaborate
has had a negative impact on the promotion and development cf cooperative

housing. Therefore, collaboration between the institutions concerned with

the development of cooperatives must be improved and facilitated. Both the

- 12 ST e —

operationalization of MIVIs Department of Cooperatives as well as the creation
of a federation of housing cooperatives will promote and further these

objectives.

Recommendation 2

Both the Nuevo Chorrillo and indigenous cooperatives in general can be

replicated. Additional indigenous cooperatives should be encouraged by both

AID and _the GOP in the future. Set asides in permanent financing at specific
— ——

levels of cooperative production should be made a consideration in future HG .

loans, and disbursements should be tied to the accomplishment of predeter- {

mined developnient objectives within specifically targeted ccoperative .7

communities and identified through a performance evaluation monitoriw

system.
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Recommendation 3

The quality of life of the cooperative residents of Nuevo Chorrillo has

improved considerably as a result of the move from generally sub-standard

living conditions. In view of this conclusion, which was derived in part from

the sample survey, the Team recommends that the remainder of Nuevo Chorrillo L
/ /.

believes that any reduction in lot and house sizes would not result in a A /"J;/

——— -

proportionate reduction in house costs, world lower the quality ol life and

—

be developed to the same general standards as_the first phase. The Team

/-\—-.-

increase the possibility of conflict in’the ¢poperative. However the Team

believes that ways should be investigated to reduce lot and house sizes in

S

future coopefétive housing developments as one way tc reduce costs and

thereby provide for housing solutions to the lowest.income groups.

Recommendation 4

Self-help efforts _at Nuevo Chorrillo we!fiems_uc_ggs_§_x_gx_ In_reducing the cost
g_t_"tl’x_e___gm,t_s.pnoduced. This is true for both the mutual self-help efforts
organized by the cooperafive to assist in the basic-construction of the unit
and the individual self-help efforts to complete the finishine work. Both
AID and the GOP should require the inclusion of self-help-activities in future
AID financed programs so as to produce housing at.lower costs as well as to

increase the number of solutions built for a given amount of financing.

Recommendation 5

The financial management of Nuevo Chorrillo should be improved _to meet
aiinbiusthgereiit

the increased level of financial operations due to growth and expansion of the

housing project and related cooperative services. The cooperative should

expand its use of outside technical assistance, including FUNDAVICO, which
£
would provice management assistance, beef up its Supervisory Committee to
=
provide for greater internal control, and improve internal reporting procedures,
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particularly as regards its recently initiated efforts to reduce the number of

o ' : ¥
an paymer}ts in arrears j ’17 iy
t L ) l M uo
LISy § It FIRE'S Sy . )
- - c Recommendetion 6 / 2 ,1/~

The bus transport system owned and operated by the Cooperative has N

been operating at a dedficit and has become a drain on the other ,.more L/ ! ¢ ‘
.07:(/ 0 v'-‘«
profitable cooperative activities. The Cooperative should therefore undertake/

4
oopeTaTVe RN LLIET Wyl

a study of eiternative weys to resolve the financial problems of the transporsz o k/
o enmme—— = L R ety s Wt VT L 1. ..tv

¢ A.a\

tation system. This study could be undertaken in association with the
__4---‘-‘—-—'—"'-.

University of Panama in the same manner that the site design was selected,

but by all means should be completed in time for discussion and resolution by

the General Assembly at its meeting in February 1979.
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SOCIAL AND ORGANIZATIONAL ASPECTS

Back ground

The Nuevo Chorrillo Cooperative is a housing cooperative evolved from a
community organization established initially to deal with tenement upgrading
then health care issues of the residents of the Chorrillo neighborhood in
Panama City. Specific events, later identified, precipitated cohesion within
the Chorrillo community and facilitated the unification of many of its residents.
Always concerned with the inadequacy of Chorrillo housinug, the community
organization was unable to develop a common housing objective until a fire,
on Christmas eve of 1972, destroyed 18 of the old Panama Canal nouses,
leaving more than 300 families homeless. The fire proved d-structive not only
to the houses but to the commugity organization as well, dividing it as many
sought immediate shelter solutions however shortsighted, and others pushed
for longer-term solutions, more consistent with the objectives, plans, and
aspirations of the community group. What remained of the group, some thirty
hard-core loyalists, became the nucleus and driving force of the Nuevo
Chorrillo Cooperative. Granted legal personality in August of 1973, the
Co-op had yet to acquire the land it so desperately needed to keep its member-
ship together and the law required its incorporation as a prerequisite to land
ownership. Now it could proceed and begin to seek the financing, having a
mortgageable asset in its 32 hectares of land purchased from former IVU
Director, Architect Jorge Riba and acting as a legal person. Loaned $250,000
by the Banco Hipotecario Nacional (BHN), the Co-op quickly put-the money
into urbanization, continuing to spend it even after the loan was shortly
recalled by BHN, after its Executive Committee disapproved the loan author-

ized by the General Manager. Urbanization work continued until the money



S
ran out and the contractor, who believed the entire urbanization had been
financed, pulled off his men and equipment.

An Inte.american Development Foundation grant of slightlv more than
$734,000 was obtained by the Co-op which provided additional funds for
infrastructure and for partial construction financing and the production and
transportation facilities to boot. The funds raised to acquire the site were
donatnd to the Co-op by the landowner for construction of an elementary
school which is now operating in dual sessions for children of the Co-op and

the surrounding communit_ as well.

A. Ccoperative Functioning

In general terms, the Nuevo Chorrillo Cooperative is a functional community
organization. In specific terms, some parts of it work better, are more widely
exploited, and enjoy more community involvement than others.

The survey demonstrated that almost 99 percent of the respondents felt
that the cooperative was doing a good job in maintaining the buildings and
grounds. The self-help construction is certainly working well as are the block
production and door and window plants. The distribution service is adequate,
and the consumer co-op is thriving. The elementary schoc! is running with

dual sessions. As an employer, the Coqperative has a full-time staff of 63

and generates an additional 60 full-time jobs in the construction coitracting
area.
——

The transport service is opevating at a loss, although used by 98 percent

Myrygl :
of mobile residents who pay fares identical to those charged by the comme:cial
. S s S L At oy roan, —

bus cbmpamy which operates along the Interamerican Highway. It is also

- maanatea o P

. ————

s s son

identified by almost 22 percent of respondents as the characteristic they
—— St TS,

least like about Nuevo Chorrillo...
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Of greater concern, however, is the {irst appearance of apathy among
cooperative directors, committee people, and members who, not struggling
for their inﬁtitutional survival for perhaps the fi >st time, are beginning to
lose some of the zeal, commitment, and wiliingness to participate which have
brought them such success.

A credit union, which would have such a natural and captive membership,

is certainly noticeable by its absence. The Cooperative has not fostered its

~———

foundation yet because it requires separate legal personality, unlike the other

services which are all orgsa 1ed as operating divisions of the Housing
Cooperative.

Cooperative administration and management is quick to recognize many of
its shortcomings. In all fairness, the General Manager, who was the co-op's
Presicdent for so many years, is caught up in the development process--both
in terms of units currently in construction as well as the 1,400 units which
remain to be built and the community services, production, distribution,
inspection, planning, and infrastructure they require. The complexities of
development are shielling equally requisite cocperative needs--such as budget
preparation and management, collections, and financial analysis from becoming
apparent. The financial cushion remaining from the IDF grant appears to
provide the wherewithall for the cooperative to pay its bills and may compound
the receivables and payables problem. An examination of the collections
problem and steps being initiated to resolve it can be found in the chapter on

Financial Aspects.

The dictates of community development have prevented the co-op and it

e~ -

——— em e

- pu————

management from addressing any program of intemai self-evaluation. While

no measures of any kind have been introduced to facilitate self-evaluation,

the General Manager stressed that both management and co-op functionaries
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are close enough to the residents to be continuously apprised of diffi-

culties as they arise. The currently built co-op has also been divided into

eight sections, each of which has a delegate, vice=delegate. and three or

four other participants whose responsibility it is to identify and resolve

problems within their sectors, returning to the Board of Directors only.

when a problem or solution is of a community-wide nature.

B. Cooperative Housing Collaboration
Between Panamanian Organizations

Collaboration, mutual assistance, and cooperation between the different
agencies and organi.ations concerned with cooperative housing is only in the
most primitive stages at this time. Relationships between any two of the
organizations involved in some aspects of cooperative housing have been poor,
distant, and often unstructured in the past. Currently, they are at a

historical high and still improving. BHN, MIVI, FUNDAVICO, Department of

Agriculture, Nuevo Chorrillo Cooperative, and the Federation of Credit

Unions appear to be placing individual differences aside long enough to

.

amicably agree to collaborate on the creatmn and structure of the Department

et it e,

of Cooperatlvcs at MIVI. There is yet to be final agreement on what the

—

snecxfzc efforts of the Cooperative Department will be whether developmental,

- v — T L T T e ort

evaluanve fmancml or through technical assistance. FCH technicians are

" e

~-

seeking to establish alternative directions anc objectives the Department
might take.

The Cooperative Department is not expected to be structured and properly
e
staffed unt11 Sprmg‘ 1979 _or later, depending upon the continuing priority

— o —

and significance given to it by the Ministry of Housing.
Although a signed agreement for services exists between Nuevo Chorrillo
and FUNDAVICO, its commencement date was left to definition by the Co-

operative, which has not wanted to trigger the Agreement yet Hut plans to
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do so apparently by January 1, 1979. The Agreement has FUNDAVICO
providing technical assistance in management and administration to the Nuevo
Chorrillo Cooperative, precisely where skilled help is needed. No other
mutual activities are occurring at this time.
Asg a general statement, ccoperation exists between the different insti-
tutions on a verbal level, and while it is improving, does not appear to have

any established direction or specific objectives at this time.

C. Self-help

The self-help aspects of the Nuevo Chorrillo Cooperative have been among

its most glowing successes. In both narrcw as well as broad terms, the

[ e

invoivement of Nuevo Chorrilleros in the development of their community is

an inspiring feature of this project. Whether in mutual self-help activities
organized by "manzana," individual self-help in building walls and finishing,
or in terms of the production of components and materials as in block, door,

and window production this Cooperative has made self-help work. It works in

economic terms by passing on substantial savings to co-op members through
e e e, —

savings in the costs of materials, components, and labor which go into the

- Sy

purchase price of a house. It works in terms of guaranteeing a ready and
high quality source of materials and components. It works in maintaining a

ready corps of skilled and unskilled workers. It works in passing on the

skills necessary to promote unit expansion and improvement--all of which adds

to the value of the cooperative. It works in promating collaboration between

neighbors. And it works in terms of maintaining housing costs at sufficiently

inexpensive levels to meet the needs of families earning well below Panama:

~——

—

City' s mediar: income.

One of the few shortcomings in the self-help process is that the coopera-

- - — .7 r,‘vﬁh»‘ e q‘?

tive has not implemented a program to support individual self-help for

/
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improvement and finishing purposes by loaning tools and materials which would
S

facilitate such member initiative. A sign on the distributicn shed announces
that tools cannot be borrowed for small individual tasks (camarones). This
represents a problem which is easy to overcome and one which the cooperativé
appeared to respond positively to resolving, when it was discussed with them.
The quality of construction attests to the quality of training and supervision
of self-help labors. And, while construction skills learned do not appear to
have embarked many members on different vocational trails, they certainly have
provided the foundation of skills members will continually tap and use in the

maintenance, repair, and improvement of their units.

D. Cooperative Education and Training

Coog_gatlve education and training is accomphshed in two O_wWays; through a

L

process of total immersion and through informal on-the-job (QJT) and partici-

patory activities in which members find themselves contributing. The immersion
process appears to be as effective as it is expensive. Members (heads of house-

hold only at tms time) are taken to a "retreat" environment at cooperative

———— ————

- ————— ~—— e
eﬂcpense. where they are bedded and boarded and administered six days of

..... e — e 1%
S PR,

cooperatlve training over three. whole weekends. This process was one of the

——

most effective uses of the IAF grant OJT learning is designed to supplement

not substitute for the trammg by immersion. It also appears to have rendered
e a——————

far less measurable and standardized learning experiences, each member

extracting a mixture of what was invested in the experience, and what the
nature of the experience was. |

The training results have produced varying degrees of sophistication
among the trained members and have not produced great numbers of members
eager to serve. While knowledge of cooperative organization, structure, rights,

and history has been well taught and well learned, member understanding of
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cooperative operations, management, business administration, budget, and
finance has been sorely neglected. This is neither by design nor dis-
interest but Iprimarily due to the limitations of its managers and leadership
in these fields. It is here where the transition of Chorrillero to manager or
officer has not taken place; the coopérative did not know to ask and no one
appears to have volunteered the information until recently.

Results are negative for the cooperative and represent one of the few

areas in which attention is mandatory and corrective action prerequisite.-

There is a shortage of "trained" members available for leadership posts.in _}"

—_— e

the cooperative and membership participation is on the decline. There is also \ v { ’l.,“

et s 1 AN .\n‘ v«

. [V SRR 24 .

a need tc begin immediately to confront operational problems (budget, A\\’ v‘(r’ _'.,
P h »

" ,\/ N B
collections, transportation, and water, e.g.) and the cooperative appears {‘/u"i \J i

d water . M

to be ready to undertake such action. The commencement of technical (AR

~ \//(P;_‘-ﬁ

assistance from FUNDAVICO in January will go a long way in helping Nuevo 9.) \

v )
— U
Chorrillo to correct its business operations. Further exposition of these ,yptﬁv .

YWAANM
problems is presented in the chapter on Financial Aspects and in the Con- G ~>5 {<

clusions and Recommendations of the Evaluation Team.

B - LY - [ -
E. Member Satisfaction and v y‘; ._,_" Lz L vved 12
Quality of Life .k -L_nc;: oge et i as
A eVl 4

Perhaps in no other single aspect of this evaluation have the results been

so clearcut and satisfying to report. Members of the Nuevo Chorrillo
Cooperative appear to be highly content with their cooperative, their homes,
their new lifestyles, and according to their own assessments, with an improved

A ————————

quality of life. In these matters the survey conducted by the Evaluation Team

identified not only the satisfaction and improvement in quality of life felt by

members, but furthermore the specific attributes of their houses, neighborhoods,
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residency in Nuevo Chorrillo and involvement in the cooperative which
produced these positive feelings. The survey also helped’to determine,
of course, what specific elements they did not like.

Specific likes and dislikes are well documented in the survey itself, .vhich
is attached to the evaluation. Some revelations of the membefs. however, are
so relevant to this section of the evaluation that they cried for presentation.
In response to the question what they most liked abdut their new houses, for
example, 17 percerit pointed to the "pleasant environment," 26 percent to the
greater "comfort," and 25 percent to the "spaciousness." Responding to the
question what they most liked about their new neighborhood, 43.5 percent
identified the "friendliness" of neighbors, 33.3 percent the "quietness," and
12 percent "everything." Asked whether Nuevo Chorrillo was a better environ-
ment for raising their children thaﬁ Chorrillo, and if so why, 35 percent
described a "better all-around environment," 16 percent the absence of bad
influences, and 12 percent the friendliness of the neighborhocod. Of the
respondents, 98.6 percent even stated that they. believed their monthly payment

to the co-op to be a fair one, and 100 percent of those surveyed credited ivuevo

Chorrillo Cooperative with Providing an adequate solution to their housing needs.

Beyond the survey, the Evaluation Team captured some of this "rapture”
and contentment in conversations with residents, over bowls of "sancocho de
polo," on film, in their hard physical labor efforts, and on video tape. It
was as evident when a member, through stuckoing his. unit, stepped back to
look, and smiled, as it was in the nature and extent of improvement others
have given to their homes.

What is obvious is that Nuevo Chorrilleros are happy about the open
spaces, fresh air, physical facilities, friendliness, maintenance, and sense of

community in their new neighborhood. They are not satisfied with their
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water or iransportation services, and they do not want animals running loose.

L—

Difficulties 'n reaching and getting comprehensive service$ surfaced as a

present-ds limitation, but everyone there seems to know and understand
that Panama is going to grow out to Nuevo Chorrillo, and as it does, more
services will become convenient and accessible--if they are not overjoyéd

with commuting, what commuter is? And the 14 kilometres they travel between
old and new Chorrillos is usually made in less than 25 minutes.

The overall impression of the Evaluation Team, documented in its conver- - .. -, /\J.{ :
S s
sations, video and still reporting, in interviews and through observation is

the{ the co~op's members and their families are HIGHLY satisfied with their
houses, neighbors, and neighborhood and believe that there has been an
almost indescribable improvement in the quality of their lives, since taking

occupaney in Nuevo Chorrillo. They give management good marks and appear .-, 19

Y S
to be welcome to participate_vigorously-in-the-government-and-operations-of ... -1
e e : VARV R
the cooperative. One member, a fisherman, told the Evaluation Team that the /J,.,J'"""
project and its fine cooperative services should be further exploited by being ' .. . ‘-"“p

introduced to other equally needy communities. This opinion was later voiced : -, '

by a number of leaders, in a meeting on the final day the Team spent in Rt

o,ff

Panama. W Y rﬂ'&’
{ 22 }/

F. Representativeness of Nuevo Chorrillo /

Residents to Target Group )

The representativeness of the residents of Nuevo Chorrillo to the target - e
group must be assessed in two ways: (1) whether they meet the strict ’VI} - ot
definition called for in the AID documents; and (2) whether they meet the 'i '
"intention" of such programs to house the poor, promote community stabﬂity.'-'
encourage economic integratioa, and foster community," organization and

development.
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In the strict definition, only 77 percent of respondents to the survey.

—

fell within the income limitations imposed by AID, i.e. having total famil

incomes below the median income of $350 for Panama City. Of those who did,

[ —

only 25 percent were to be found in the lowest Quintile.

L

The achievement of a stable, economically integrated community and
cooperative organization would probably have been denijed to Nuevo Chorrillo
had such standards been rigidly imposed. During t'he years that the coopera-
tive was endeavoring to get something "into the ground" a number of its
members were busy achieving in their own right. The fisherman, for example,
now one of the cooperative's leading earners, was, in 1973, as poor and dis-
enfranchised as most Chorrilleros. Hard work and a little good fortune enabled
him to pull himself up, to the delight of his neighbors, who look on him now as
the embodiment of "it can happen to me." It is precisely some of its "better off"
members who have had the most education and relevant experience, and who
can use such backgrounds to the benefit of the entire cooperative.

Another such consideration is the way in which upward mobility could be
stifled if such rigid standards were imposed without regard to the recentness
of such gains, if exposure to more successful neighbors was denied to less

motivated members, and if the community took on the identity of a project

only "fit" for poor people.
Among those earning greater incomes than the "requirement," are a number

— '
of professionals who were raised in Chorrillo, took part in its "lucha," and

who identify totally with the new community. One, a ~edical doctor, recently

graduated, plans to establish a family practice for. the Nuevo Chorrillo

——

Community. If such a practice should come to fruition, it will resolve one of
the single most identifiable complaints of the community; the inavailability
of convenient health care. Is the cooperative served by excluding such a

valuable community resource?
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The Evaluation Team believes that the socioeconomic integration of the
Nuevo Chorrillo Cooperative is one of its finest attributes,-and is hopeful
that similar patterns will cirry over to the second and third stages of the
community.
Target group may also be identified a third way; whether the membership

of the cooperative comes from Chorrillo. The survey demonstrated that 43

N .
percent of respondents hailed from Chorrillo previously. Fifty-seven percent

come Trom surrounding slums and some at one time from Chorrillo itself, A & 2

haﬁhé-féf{ ;.: ;;esult of marriage, family relocation, etc. This population f o>
e et ’) .l

A
e Y Ls

o e [ O e

,Jsﬂl’gmy subJect to varlatlon however, in the subsequent sections of the <¢r- ‘l
w ¢

s
‘L

co-op. The answer to the question did this project reach its target group “1\
it

must then be answered and clarified by asking, according to which definition? » LIRS

\-

The opinion of the Evaluation Team with respect to the larger picture would

certainly be YES IT DID!

G. The Nuevo Chorrillo Cooperative
and Upward Mobility

The determination of upward mobility in the membership of the Nuevo
Chorrillo Cooperative is a highly subjective matter. Such a determination
made objectively would require a longer period of study to more properly
assess the "before and after” effects of Nuevo Chorrillo residency and its
side-effects.

There are a few benchmarks against which upward mobility of the Nuevo
Chorrilleros can be measured though. Homeostusis is one. Economic
improvement is a second. Improved quality of life is a third. A fourth is
self-esteem. While it is true that by and large thesg are subjective measure-
ments, they da show aspects of personal growth and ﬂnpmvement which

certainly correlate with upward social mobility.
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llumeostasis, the maintenance of health against the intrusion of disease,
is ono very important factor in determining upward mobility, particularly
from the ranks of poverty to an improved condition. Bad health is a condi-
tion ol poverty. Improved health and hygiene standards at Nuevo Chorrillo
bring home this point. A toilet per ramily certainly promotes higher health
and hygiene than does a toilet (often malfunctioning) per ten and sometimes
per hundred people in the old Chorrillo. Poor water suppiy for washing
clothes and dishes in old Chorrillo can be contrasted sgainst more convenient
and abundant (though not always) supply in the cooperative. Fewer rodents,
insecty, and vermin ramble around the co-op (almost unlimited open spaces
lie adjucent) than did in the old neighborhood.

Economic improvement is evident both in forced savings as well as in the
appreciation of the value of the co-ops and its members' property. The co-op
member is also a shareholder in a profitable series of co-op business (blocks,
consumer store, doors and windows, etc.). It is also visible‘in the improve-
ments Leing made to the houses, including new furniture and furnishings
that more "become" a new homeowner.

Improved quality of life is probably the largest motivating force to those
striving for upward social mobility. The respondents to the survey illustrated
over and over again their beliefs that their quality of lives had indeed improved.
An observer seeing both the old and new neighborhoods and the housing
therein, would be hard pressed not to see the great changes of life style and
improvement in quality between the neighborhoods. The new community, with
a few {hconveniences perhaps, has vastly improved the quality of life for its
residents, and they are eager to say so.

Improved self-esteem and status is an ingredient easily spotted in Nuevo

Chorrillo. Home-ownership, by itself, gives great stature to these former
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tenant families, both in their own eyes as well as in those of current resi-
dents of Chorrillo. The pride at having brought their own. units up from the
ground, with a little help, and the continual improvement in their living
patterns (no more three-hour waits for the bathroom, etc.) and condition(a/
is a constant "preening" process and ego massage. Being owners noi tenants
has other benefits such as freedom to participate in co'mmunity affairs and
decision making, and real self-government, with a community of their own to
govern, all of which contribute heavily to the senses of purpose and esteem

enjoyed by Nuevo Chorrillo families.

H. Perpetuation of Cooperative Housing

Cooperative housing cannot easily be perpetuated in Panama at this time.
It does have the potential of becoming so in the futﬁre, however, if the
variety of financial, technical, governmental, and cooperative institutions
currently working at cross purposes can get fogether. The MIVI Co-op

Housing Department will undoubtedly provide some measure of unity. We do

not believe, however, that MIVI will ever enter thwgtive_hopgi_n_g
—_— T >

OP&-2ltiviy
development business. While BHN states its willingness to finance future c o~ -..( 4.,

g Mt __'.frf t,
RIGEREN TN WY 4

cooperative development, it is always with the proviso that "if it has funds '-’rC e e
NN S M

available," Will it have with MIVI calling the "shots"? We think not, at -2 7

least not on anything larger than an occasional project scale.

The Evaluation Team is of the opinion that cooperative housing develop-_ ::
- ———— rER

ment will have to come from the private sector. The skills and bodies-are Y ,.'1; /‘,,‘:
-——-——————"—”—— /L '_

there to do so. It does appear, however, that neither FUNDAVICO nor Nuevo J
Chorrillo Cooperative would collaborate on a project on their own. The uni- : z / 3"‘_ °
fication of both institutions in a national federation or association of housing

cooperatives would. we think, enable each organization to contribute to a
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development program without being in direct competition with the other. It
would also enable each to give freely of what it had most of; FUNDAVICO,
economic analysis and technical assistance, while Nuevo Chorrillo offered
cooperative training, human energy, enthusiasm, and the "can do" attitude
which has brought it so far. The architecture! and engineering firm of
Riba, Fierro, and Sousa having manifested both the technical skills and the
ideological commitment is also a natural partner in this process. In addition,
since Jorge Riba is both a FUNDAVICO board member as well as a Nuevd
Chorrillo member, he is in an excellent position to help the other organiza-
tions blend their efforts more productively and with a greater sense of
collaborative purpose. The organizations can create a natural team since
FUNDAVICO appears to be more interested in the means while Nuevo Chorrillo
is more interested in the ends of cooperative housing development activities.

Certainly, the utilization of outside technical-assistance made available
through AID auspices can be a large factor in helping to realize these
development goals. In any event, further coope}rative housing development
is heavily dependent upon the availability of permanent financing, and the
HG program looms as the most natural source. We believe Panama is almost
ready for a larger scale co-op housing development program, and only some
technical assistence, community organization, credit and savings stimulation,
and training activities stand in the way of programs which will repeat and
rival the success bf Nuevo Chorrillo.

The casting <f roles for future cooperative development appears to be a
much more easily compartmentalized process. BHN would provide the
financing, interim and permanent, and service the loans. MIVI would
provide technical and governmental assistance designed to cut through the
red tape which so encumbers multi-family housing developmer.t programs

through coordinating materials, permit approvals, and the collaboration
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of other ministries and public sector input. It would also help the coopera-
tives get their legal personalities and structure together. The new cooperative
housing federation would coordinate cooperative education and training, review
documents and assemble them for incorporations, loan experienced cooperative
technicians to communities needing advice and guidance, and establish insurance
and publication brokering for their co-op members. Itb would also maintain files
of plans which could be easily replicated with only site adaptfons. FUNDAVICO
would structure cooperative housing marketing and property management
activitles., It would also de\:;elop‘t_xzaining clinies for co-op managers and
directors. The Ribcanfigr: }'\:.;c;ula prov-de :Jw;:rau assistance in matters of design,

site selection and planning, and help to coordinate the demands of design and

-
. . s : . . . : . (A D L’k, ¥
assistance in techniques of community organization, in cooperative education, 't.'~=« /" -
' U |

in multi-services provision, in self-help programming and preparation, aud in 2=. Srd -

self-help construction labors. Tihe Nuevo Chorrillo Cooperative would providg g,ﬁ,_; ~ L.-.’«

. o
£
problems and pitfalls associated with indigenous cooperative housing develop- Ve s
2 2, ;{Vu;l
ment. . (e Y A
F e
I. Nuevo Chorrillo Role in Slum w TTSa,

Clearance or Improvement

This subject must begin with clarification and must of necessity be plugged
into reality. The clarification is that Neuvo Chorrillo as a community and
organization is just now identifying those aspects which have made it gell
and survive. The realities are that the Cooperative cannot be expected to
produce miracles which even the government with all of its resources fails to
produce. It can, however, bring many strengths to such an undertaking:
its techniques for community organization; its strategies and techniques for
working within a hostile environment; its abilities to attract forced regular
savings from inhabitants of slum neighborhoods; and most of all its EXAMPLE

as a disenfranchised group which created its own breaks and opportunities.
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The Cooperative has stated its willingness to meet with and work with
the Colon community organization. It appears willing to lend nct only physical
and human resources but possibly even some financir! ones to counterpart
communities which manifest their seriousness and commitment to similar under-
takdngs. The Evaluation Team believes the Cooperative should be encourage
to pursue such external activities. |

As an indigenous cooperative, ivuiavn Chorrillo has a great deal to show
and tell. It has tolerated the gamut of experiences which &n organization can
be expected to encounter. It proves the survivability and inner strength of
a properly motivated community organization. It demonstrates the value of
perseverance, [t highlights the ¢proriunities of imagination and innovation.
And it eloquently shows that imperfections are what distinguish human and
divine organizations. To every observer, it should also signal the replic-

ability of this form of cooperative institution. .

Conclusions and Recommendations

Conclusions

Both the Nuevo Chorrillo Cooperative and indigenous cooperatives in
general can be replicated. They need the same characteristics to initially
succeed: leadership, popular issues, discipline, poor conditions, and common
needs and objectives. They need similar characteristics to succeed over the
long term: leadership, common needs and objectives, discipline, organiza-
tion, proper records, and technicl assistance and training.

- The institutionalization of cooperative housing is in very primitive
stages in Panama at this time. Collaboration between the public and
private sector organizations concerned with co-op housing is infrequent.

- Operationulization of the Cooperative Housing Departanent of the

Ministry of Housing is necessary and will be useful in drawing
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cooperative housing sponsors together, structuring their efforts,
and facilitating their collaboration.

- FUNDAVICO can provide a much wider array of technical assistance
to groups and sponsors interested in cooperative housing. It can
provide aid in cooperative organization and management as well as
training to co-op members, directors, a:id managers.

- The indigenous cooperative is an excellent vehicle for further coopera-
tive housing development since it encourages self-determination and
acts as a catalyst for the upward social mobility ol its members. It
also facilitates an expanded role for members to take in the planning
and development of their future housing and neighborhoods.

- Cooperatives are an excellent foundation for the originatiﬁn of additional
services and/or cooperatives. Members gain experience in working
together which is easily transferred to new services and activities.
Appropriate controls must be instituted to ensure democratic and
prudent operations, however, and each service's budget should
remain independent of the main coop~ * :'s finances.

- The social and organizational benefits ¢ . .2l s .. nationalization

were not discernible, at this time.

Recommendations

~ Collaboration between the institutions concerned with the development
and construction of cooperative housing 11ust be improved and facili-
tated. Both the operationalization of MIVI's Department of Coopera-
tives as well as the creation of a federation of housing cooperatives
will promote and further these objectives.

- FUNDAVICO assistance to the Nuevo Chorrillo Cooperative should be

implemented as soon as possible and shquld focus on monthly payment



21
arrears, collections, budget processes, and the creation of an eviction

procedure. Training ot‘ Nuevo Chornllo pnncxpal staff and officers in

Lo — v—

,‘
cooperatwe operations and business management would yleld posuive

B - -

- results for the cooperatwe

= P amme A Y

- Indigenous cooperatives should be encuuraged by both AID and the GCP

———

in the future. Set asides in permanent fmancmg at specific levels of

B - e w———

cooperative productlon should be made a con51derat10n in future HG

e ————

loans, and dxsbursements should be tied to the accomphshment of pre—

—

determined development objectives within specifically targeted coopera-

tive communities and identified through a performance evaluation

-LOw Q() ‘«-)_QJ‘ 18y —+ v.-g_ qyc[(e-‘-r
; } tk *g)/[rﬁ\'h .“?j"’?./q (V"’
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- The Nuevo Chorrillo Cooperatwe should initiate actlve recruitment of

monitoring system.

cooperative members to ensure wider participation in cooperative govern-
ment and to prepare a broader segment of the community to take active
roles within its operations. Training assistance should be provided

to familiarize cooperative officers and activists in the physical,

financial, administrative, social, and educational matters with which

they will have to deal as cooperative representatives, and which the
cooperative must face as a multi-million dollar community.

- A credit union has a natural base within the Nuevo Chorrillo community
and would provide a needed savings and loan service. We recommend
that the Cooperative establish a commi‘tee to pursue this objective
and receive training from the Federation of Credit Unions or another

- qualified source.

- The organization and provision of medical/dental, farmers' market,

buying, and teol services could do much to satisfy the present needs

of Nuevo Chorrilleros, and we recommend that the Cooperative pursue
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new avenues of assistance in meeting these objectives such as a
federation of farmer or production cooperatives, Ministry of Health,
tool manufacturers and/or distributors, and other agencies of the
GOP, AID, and the private sector.
- Membership is now extended only to heads of family (83 percent male)
and only members are given cooperative education and training. We

recommend that membership be afforded to both spouses and that both

JR— - ——— S~ —
-t © = ——— . T WRCSWTa, NI

be given equal rights within the cooperative and equal co_opel_'ativé

- ———

-_— .
—

education and training.
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PHYSICAL ASPECTS

Micro Planning

A, Backmund

Infrastructure: Nuevo Chorrillo is planned for a total of 2,100 detached

dwellings of 49 square meters on varying size lots of dpproximately 300 square
meters each. The plan is divided into three stages: the first stage of 633 752
houses is reaching completion with approximately 450 families in occupancy.
The remaining houses are mostly constructed and awaiting electrical service
to allow occupancy. Earth work is nearing completion on Stage II and construc-
tion of the site utilities is scheduled to begin in January of 1979. Stage II will
contain 746 houses; Stage III 721. The Cooperative owns a total of 115 hectares
of land at the location--enough to build all three stages.

The domestic water for Stage I is being supplied from three wells, pumped
to a holding tank and gravity-fed through_a_s_t;__e__.s_t_gs__w pipe to the houses.
The second stage will also rely on well-water s:{)ply. but will use PVC pipe
for the delivery system. There is currently no public water available in the
area. However, a public water main is scheduled for construction in 1980,
along the Interamerican Highway, some 1,100 meters from the site. Water
service is interrupted daily due to an insufficient supply from the wells and
storage tank.

The sanitary sewer system consists of one large, gravity-fed septic tank
and field to serve all three stages. The field is located tc the southeast of
the developed are' of the site, adjacent to the Aghacate River. The delivery
system is cement pipe for Stage I. Stage II will utilize PVC pipe.

Storm water is a surface run-off design utilizing open concrete-lined

channels adjacent to the roadway and open swales at the rear of building lots.
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The main roadway is 25 meters wide. Interior streets are 15 meters and 10
meters wide. Road construction is an asphalt surface over crushed gravel
base. At present, the asphalt surface has not been installed in Stage I. The
10 meter wide street has been deleted for Stage II.

Three-phase, 110-volt alternating current electrical service is available
to each house from overhead wires strung on wood utility poles. The entire
site is traversed by a 90-meter-wide overhead electric utility easement.

Access to the site from the Interamerican Highway is by an 1,100-meter-
long, improved-surface roadway which traverses the Aghacate River with a
reinforced-concrete, single-span, two-lane bridge of approximately 20 meters
in length. Prior to the bridge being built in early 1978, the site was
accessible during the rainy season only by a wire-suspension foot bridge
built through the self-help labor of the Cooperative members. During the dry
season, the river could be forded.

Nuevo Chorrillo Cooperative is an environmentally healthy aiternative to
El Chorrillo, with clean, fresh air and water, natural vegetation, and open
space. There is some concern over soil erosion due to the 10-15 percent
slopes. However, the addition of site features as each member individualizes
the house and lot with retaining walls, fences, gardens, and grass areas
will effectively control surface soil movement.

Community Facilities: Each stage is planned to have its own primary

school constructed adjacent to the electric utility easement to utilize the
open space as a playground. A two-classroom, 300-square-meter school
puilding' has been completed for Stage I and is currently being utilized as
a grade-one-through-six primary school by both the children of the
Cooperative and from the surrounding community. Current plans call for

the construction of one secondary school to serve the Cooperative and
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, surrounding community. Based upon our survey, the following represents

a potential school population projection for the Cooperative only:

Stage | Stage 11 Stage III Total

Preschool 587 692 669 1,948
Primary School 440 519 502 1,461
Secondary School 339 400 387 1,126
Total 1,366 1,611 1,558 4,535

Population growth and nonattendance factors should be applied to these
figures to determine classroom and school sizes for Stages Il and I1I.

Recreation facilities planned for Stage I are not, as yet, completed, but
are already in use. These include a baseball diamond adjacent to the Coopera-
tive office and a soccer field on the utility easement. Also, people swim and
bathe in the Aghacate River, which forms the southeastern boundary of the
site.

Also planned for but not, as yet, developed are a commercial center
adjacent to the entry road, a health center, and a community center. Each
neighborhood is planned to have a small store offering food and basic
commodities. The one for Stage I is complete and in operation.

Site Planning: The overall site planning philosophy is a grid pattern
with 15-meter roads following the land contours and 10-meter roads traversing
the contours. It should be noted that the site plan evolved from a "planning
with the people" design process. University students, under the direction
of architect Jorge Riba, prepared a number of design possibilities, optimizing
the Cooperative members' comments into a final solution.

The grid pattern appears to be a- good solution from a number of points.
Household and building supplies are mostly carried)on foot and short-block
grid pattern offers a number of alternate short routes between any two
locations within the subdivision. The mutual help effort was organized

around the block and, being bounded by streets on all four sides, offered
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an easily-defined territoriality, anl a healthy competitiveness with the block
across the street. Should incomes continue to rise in Panama, more and more
people will be acquiring cars, and those cars are going to require the parking
spaces that a grid street pattern offers. Finally, the Cooperative members
currently rely on foot and bus transportation and, once again, the short-
block grid pattern offers the most flexible route choice and least distance
between any two points.

Lot sizes vary somewhat but average around 300 square meters for Stage I
and 250 square meters for Stage II. Typical interior block lots are 10 meters
wide by 30 and 25 meters deep. Stage I corner lots are typically 15 meters
wide by 20 meters deep, in pairs. Stage II corner lots are 15 meters wide by
25 meters deep. Of course, there are some unusually shaped and sized lots
due to the road system following the land contours. In these cases, members
selecting larger or smaller lots pay a proportionally increased or decreased
down payment. Unusually shaped portions of land not easily divisible into
building lots are left as passive-use park areas.

Houses are set back five meters from the front property line and 1.5
meters from the side property line. The following chart indicates the lot and

population density for Nuevo Chorrillo:

Houses/  Houses/ *People/ *People/
Hectare Acre Hectare Acre
Stage 24,38 9.75 114.1 45.6
Stage II 27.85 11.14 130.3 .52.2
**Stage II1 27.90 11.2 130.3 52.2
Total 26.71 10.69 124.9 50.0

*Based upon sample survey data of 4.68 people per house.

"Estimated based upon the completed site plan for Stage II.
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B. Conclusions and Recommendations

1. @c of consistent water supply headed the list of what the members

interviewed liked least about their new house. The well-water supply system
sntervies vater supply sy

o e - = 4 7O -t

storage capacity can solve the problem As a short-term solution, a member-
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ship education campaign on water conservation and prescheduled consumption

patterns to more evenly spread demand over an 18-hour period may help i
alleviate the problem. The long-term solution is to engineer the Stage 11
water delivery system to make use of the public water supply which should be

Q& "C"'_' /'.)) _,f‘ Ay s
available at the time of Stage III occupancy. aczran ,-u~ "}‘/ ’ﬁl—C/J’ o /fzr 22

2. The condition of the access road ranked fourth under what members

— e ———

liked least about their new neighborhcod. The roadway should be upgraded
——_—\ . p— )

e

to an ail-weather hard surface roadway as the growing magnitude of traffic
can only aggravéte an already poor condition.

3. Adequate slope stabilization will eventually take place as members
improve their lots. However, in the interim, certain extreme slopes could ’\
become a serious problem. An analysis of these potential problem areas

should be made, and a program of planting (hydroseeding, if the technology

is available) should be undertaken by the Cooperative.

4, The 90-meter-wide electrical utility easement which traverses the
entire site from northeast to southwest represents a unique resuvurce for both
active and passive recreation uses. The design should evolve over time,
based upon the perceived recreation needs of the Cooperative members. It
is wise to note that spaces will not be utilized unless people are visually
cued into a specific use, i.e., people wait for buses where there are bus
stop signs. Therefore, attention must be paid to providing the physical

facilities and furnishing necessary to carry out the proposed recreation use.
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This is particularly important at the small, passive-use community parks
which are most likely to become part of the surrounding back yards unless
they are properly planned and furnished.

5. One of the distinct advantages of El Chorrillo over Nuevo Chorrillo
is the side availability of food for sale, mostly through a system of self-
employed street vendors. The Cooperative should attempt to duplicate this
service at Nuevo Chorrillo through the use of a Cooperative-owned vehicle
outfitted to carry food products through the Cooperative for sale from the
street.

6. Survey results from the question, "How do you plan to use the land
whizh pertains to your house?" indicate a strong membership desire for a
sizcable portion of land immediately available to each house. Therefore, plans

for Stage III should not decrease the lot size below 250 square meters.

Macro Planning

A. Background

Nuevo Chorrillo Cooperative is located on the western side of the Panama
Canal Zone, approximately 14 kilometers east of Panama City, and approximately
14 kilometers west of La Chorrera, on the northern side of the Interamerican
Highway. The area is a minimally-populated rural setting of rolling hills and
stream valleys. Schools, shopping, recreation, health care, and jobs are
available in Panama City or La Chorrera. As one would expect, access to
these life-survival services is the main problem voiced by those Cooperative
members surveyed.

However, the problem is only temporary, as we shall see, and, as such,
solutions should be couched in the form of short, midrange, and long-term

planning objectives.
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For all intents and purposes, growth of the existing Panama City
conurbation is reaching its limits due to the boundaries founded by the ocean
on the south, the Canal Zone on the west, the steep slcpes of the mountainous
water shed to the north, and the new airport to the east. Over the next

decude or two, growth of the city will be toward the west because of:

the Panama Canal Treaty which returns control of the Canal Zcne

lands back to the Panamanians;

the development of a major fishing port facility at Vaca Monte, about

two and one-half miles due south of Nuevo Chorrillo;

the reconstruction of the Interamerican Highway into a limited-access

super highway;

installation of a publicly-owned domestic water service delivery system; and

. ————

the availability of large areas of land suitable for industrial development.

What wilt this mean to the members of Nuevo Chorrillo Cooperative? It
means that the fresh air, peace, and tranquilitr of the rural environment so
highly prized by the Cooperative members will soon become a somewhat congested,
suburban eanvironment, eventually reaching a polluted, congested, high-density
urban environment of a half-million people. The future quality of life for Nuevo
Chorrillo dependé on how well the government of Panama can control and direct
this urban growth.

On the other hand, the lack of life support services currently very much
on the minds of Cooperative members will be slowly reversed to an environment
rich with the quantity and variety of services, jobs, and entertainment one
would expect in a developed urban environment. The difference then, in 20-
years time, between El Chorrillo and Nuevo Chorrillo will be the condition, type,

and tenure of the housing stock.
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B. Conclusions and Recommendations

l. Over the long term (10-20 years), job, food, commercial sarvices,
and entertainment will seek out the people of Nuevo Chorrillo. The problem
will be preparing the Cooperative to deal with the impacts and exploit the
advantages of a growing urban population. For instance, vehicular corigestion
will be a problem, but sales of cement blocks, doors, and windows will be an
asset.

2. Over the short term, the immediate needs .an be responded to as

follows:

- Evaluate the Cooperative's bus system to increase efficiency in

——— o —— S S

hoth operating costs and operating services. Primary emphasis
D e e S

should be placed on commutation, and the travel to secondary school.

- Evaluate the sources for delivering on-site health and dental care.
L T—— e —- 44

The community center, when completed, could provide space for
o =

a preventive health and dental care delivery program to be offered

'tg Cooperative members and the surrounding community at a
predesignated time and day each week.

- Improve the delivery of food staples to the Cooperative members by
\

increasing the number of "tiendas" and instituting a Cooperatively-
owned version of the street vendor system. The "tiendas" shculd

be located at street intersections.

3. As a mid-term solution, the economics of a_small shopping center

e ————— ..

should be immediately evaluated to determine ‘hat is the minimum number of

p——

families needed to support the following types of commercial uses:

Supermercado (supermarket)

Lavanderia (laundry)

Cantina (tavern)

Cocina Economica (mom and pop restaurant)
Farmacia (pharmacy) ;
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When tnat number is reached, the Cooperative should pursue a ground
lease with a private investor /developer to construct an appropriate facility
on the land set aside for the commercial center. The ground lease would
provide the Cooperative with a cash flow and maintenance and management
controls over the operation of the shopping center. The center shouid be
constructed to allow the future addition of offices atove the first-floor shops
for permanent health and dental care, and other kinds of professional

services that demand will dictate.

The Dwell'xﬂg Unit

A. Background

El Chorrillos The wood-frame, two-story structures were constructed
about 1903 to serve as dormitories for the male canal workers and Balboa and
Jamaica. The typical structure has approximately 30 rooms of about 11 square
meters (120 square feet) each, 15 rooms per floor. The largest structure
contained 90 rooms. With the exception of the ground-floor street side,
each room is entered from a central patio open to the weather but enclosed
on all sides. The dormitory rooms form the front and both sides of the patio
enciosure. The rear is enclosed by common toilet facilities.

Each dormitory room provides 'shelter for one family of approximately 5.5
persons. Cooking is done either on a small electric range in the room or
grills on the patio or second-floor balconies. A shared water supply in the
patio is used for personal hygiene and the washing of clothes. Electricity
from seven shared electric meters is available to each dormitory room.
Monthly rents range from $9.00 to $12.00 with an additional $6.00 per month
for water on the average. Electricity costs were difficult to determine on a

per-unit-per-month basis because of shared meters, and the case with ., ich
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one could plug into someone else's electric supply. We have assumed a range
of $10.00 to $20.00 per month.

The vast majority of the Cooperative membership comes from a three-block
area of El Chorrillo which is estimated to contain around 3,000 families, and
some 150 structures. As a whole, the entire neighborhood known was El
Chorrillo contains some 10,000 families, about 500 structures, in an area of
approximately 10 square blocks. A comparison of the approximate population

densities of El Chorrillo versus Nuevo Chorrill_o is as follows:

Persons/Hectare Persons/Acre

El Chorrillo _ 459 184
Nuevo Chorrillo 124 50

Excepting the oppressively high population density and the inherent
dangers of a lower income ghetto, Chorrillo is rich in the variety and quantity
of goods, servicés, and entertainment. Push-cart vendors, temporary stands,
and small shops abound on the streets of El Chorrillo. There is an elementary
school and intermediate school in the neighborhood. There are a number of
churches and cantinas.

El Chorrillo is conveniently locatec to bus services, jobs, and the central
shopping area of Panama City. The planners of the Nuevo Chorrillo transport
system have exploited these advantages well by bussing people back and forth
between the old neighborhood and the new.

Nuevo Chorrillo: The basic dwelling unit at Nuevo Chorrillo is a one-

story, two-bedroom, one-bath, 49-square-meter, detached single-family
house. The floor is a four-inch thick concrete slab; the walls 4" x 8" x 16"
concrete masonry blocks; the roof 2" x 4" wood joists at 24" on center,

supporting a galvanized zine, corrugated metal panel.
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A breakdown of the room sizes is as follows:

Square  Square

Meters Feet Meters  Feet
Bedroom 2.9x 3.35 9'g" x 11'0" 9.7 104.5
Bedroom 2.9x 3.35 96" x 11'0" 9.7 104.5
Bathroom 1.2x 2.9 4'0" x 9'6" 3.5 38.0
Kitchen 2.0x 2.9 6'6" x 9'6" 6.7 61.79
Living/Dining 3.9 x 3.35 12'9" x 11'0" 13.1 140.3

There were no closets. Bathroom fixtures included a walk-in shower and
porcelain lavatory and water closet. Most kitchens contained an electric range
and refrigerator, and a sink in a counter top. Cooking and eating utensils
were stored on open shelves. A laundry sink and water were located on the
outside wall adjacent to the kitchen and bathroom.

Seventy-one percent of those families interviewed indicated that they
intended to expand their houses. Typically, those already expanded include
a living room across the front of the house and one or more bedrooms added to

the rear of the house. Another popular addition was a covered front porch.

B. Conclusions and Recommendations

1. Survey results from the question, "What do you like most about your
house?" indicated that 24 percent of the respondents valued the spaciousness
of their house most of all. Of the responses, spaciousness ranked second
only to comfort, which could also be interpreted to iaclude a feeling of
spaciousness. In view of the research data, and the disproportionate reduction
in monthly cost versus space, which is discussed in detail hereafter, the

———————

Evaluation Team cannot recommend a reduction in the_size of the dwelling

-

unit in Nuevo Chorriilo.
~unit in Nuevo -horn

2. The quality of materials and type of construction is as maintenance~

free as possible within the given technology and cost limitzticns. The use of
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salf-help labor for foundation construction did cause some problems early on
in the construction period, but the inspecting architects, Fierro-Riba-Sousa,
observed the causal relationship and altered the process to have the small

builders pour the foundations on which to construct the walls.

Construction Process

A. Background
When comparing the cost and quality of the product sold to the Nuevo

Chorrillo Cooperative members in relationship to the unit rented or sold under
the various programs of the Ministry of Housing, the differences are striking.

In the place of the 400 dormitory rooms that burned on Christmas Eve of
1972, MIVI constructed a multi-story, elevator apartment structure containing
two-bedroom apar:iments of similar size to the Nuevo Chorrillo house. The
average rent is 372.00 per month plus water. The monthly charge at Nuevo
Chorrillo averages around $30.00.

The typical MIVf single-family core house of 25 square meters, consisting
of a kitchen, bath, and single room, sells for approximately the same price
as the Nuevo Chorrillo Cooperative unit which is almost twice as large, and
on a larger lot.

One of the main reasons for these dramatic differences is that the
Cooperative has acted as the general contractor. The other reason is the
self-help aspect of the construction.

The cooperative members saved the money necessary to acquire the land
for the first section. Using the land as security, the Cooperative borrowed
the money to build and equip a cement block production plant and begin the

site grading and utility/street construction. With plans and construction
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inspectiuns by Fierro-Riba-Sousa Architects, the Ccoperative rented the
grading equipment, hired professional operators to do the site grading, and
let a contract for construction of the streets, sanitary sewer, water supply
and distribution, and storm water run-off systems.

When the money and local financing options were exhausted, Cooperative
members, utilizing personal funds, went to Washington, D.C. to contact
international development assistance institutions including the Inter-American
Foundation and the Agency for International Development. The result was:

- a grant to provide for a window and door production facility, and

buses to begin a much-needed transportation system; and

- a Housing Investment Guarantee loan of 3.4 million dollars.

At this point, the Cooperative could complete the site work, produce blocks,
windows, and doors for sale to its members, and move large numbers of
people from its new location.

With the block plant working three shifts around the clock, and a number
of small builders to lay foundations, construct blbck walls, rough-in plumbing
and electrical, and roof each structure, house construction was underway.
Each block of approximately 24 houses was organized into a mutual-help group
to lay the interior floors and install the doors and windows. The reward for
their effort was a reduction in down payment and participation in a weekend

work group where spirits were high, and food and beer plentiful.

Survey results indicate that only 17 percent of the Cooperative members
e R e B

chose to pay the full down payment and not participate in the mutual-help

effort. Construction techniques were taught formally at weekend seminars

PN

and informally through neighbors, friends, and'famil}_t_.

With the houses closed in to the weather, lots were drawn and each

family was responsible for the remainder of the house construction, including:
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inside and outside stucco and painting, finish plumbing and electrical,
ceremic tile, finish site grading, retaining walls, fences, walks, and land-
scaping. A number of families have added living rocms, bedrooms, and porches
and the survey indicates a high degrece of interest by all members to add to

their structures.

B. Conclusions and Recommendations

1. As a general contractor administrator, the Cooperative nearly achieved
its construction time and construction cost estimates due, in no small part,

to Fierro-Riba-Sousa. However, they had no instruction in monitoring con-

- ——
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struction progress and cash flow. The Cooperative will need such instruc-

tion as their program continues to grow and becomes more complicated.
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2. The mutual-help/self-help aspects of the constructicn process were
arrived at through a process of trial and error and, in view of the quality
and cost of the house, certainly appear to be worth modeiing for future
cooperatives. However, in view of the high percentage of male heads-of-
household (83 percent), the dividing line between mutual help and self help
was shifted to include some self-help items which may discourage participation

by more female-headed households.

Development Economics

A. Backg_:_'ound

The Cooperative purchased the first section of land from architect Jorge
Riba, in 1973, for $39,000. Today, that same land would be valued at
approximately $90,000.

The original estimate for the site work, roads, utilities, and land was
$1,800 per unit. Although it is difficult to judge the actual cost of the work

because of inadequate cash flow monitoring controls which combined Stage [
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costs with nearly-completed site regrading costs for Stage II, we would
estimate the cost at $1,750 per unit.

The breakdown of the total estimated development cost per house is:

- Site work and land $1,750
- Materials 1,860
- Contracted labor 450
- Financing 420
- Cooperative administration 210

Total $4,690

The houses sold for an average price of $5,200.
et

A comparison of the Nuevo Chorrillo Cooperative against two detached-

house-for-sale developments is as follows:

Sales Cost Per

House Area Lot Area Price  Square Meter
Nuevo Chorrillo 49 square meters 300 square meters $5,200 $106.12
Almirante 47 square meters 260 square meters 7,800 165.96

Torrijos-Carter - 25.2 square meters N/A 3,626 143.88

B. Conclusions and Recommendations

l. The Cooperative can act as a developer. With proper technical advice,
it is capable of locating sites, selecting housing types, planning and compli-
cated delivery process, and pursuing financing.

2. The Cooperative can act as 'a general contractor and produce sub-
stantial cost savings. Future cooperatives should be trained in the elements
of construction management, including:

- a firm understanding of who is responsible for what;

- a simple cash flow monitoring process; and

- a simple construction progress recording process.

3. The Cooperative can plan and organize a complex mutual-help/self-help
construction process, and achieve considerable savings. The Nuevo Chorrillo

model {s worthwhile replicating.
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FINANCIAL ASPECTS

Background
Over the period 1975-1982, the Nuevo Chorrillo Cooperative has plans

to design and build a new cooperative community of some 2,10¢ units, housing
over 10,000 people, plus community facilities. A project of this size and scope,
particularly in a small country like Panama, implies a financial investment of a
magnitude often contemplated only by the largest private businesses and the
public sector. It is surprising, therefore, that a group of Panamanians from
one of (he poorest sections of the capital city, with low incomes themselves,
could have been able to conceptualize such é project and then go on to secure
sufficient financial commitments to assure that today at least one-half of the
proposed project will be constructed and that, in all probability, funding for
the remaining half will be secured over the next few years, guaranteeing
completion of the project. When completed, sometime around 1982, the total
investment will be in the range of $15,000,000 to $20.000,000, of which about
85 percent will be in the form of long-term loans.

A study of the cooperative's development processes shows that securing
these financial commitments was an exceptionally difficult undertaking. Major
public and private sector financial groups viewed the cooperative as a per-
ticularly bad risk. After all, this was a group of poor prople who had yet
to build a single house, much less a 2,100 unit housing project, in an area
of Panama which at that time totally lacked the required infrastructure. The
perseverence of the cooperative paid off at last, when, within a three-year

period of time, the cooperative was able to convince" a number of local and
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international financial lending institutions that, in fact, the Nuevo Chorrillo
Cooperative was an acceptable investment risk. The Panamanian Mortgage
Bank (BHN), the Inter-American Foundation (IAF), and U.S. Agency for
International Development (AID) together put up some $5,000,000 in grants
and loans as of the end of 1978, which ensured at least a first stage comple-
tion of 700 units. It is probable that additional funds will be obtained, in
part from AID, to ensure the development of at least one-half of a second
stage of another 700 units within a short time. In brief, the cooperative has
demonstrated a degree of financial sophistication that has and will permit
it to continue to tap into the financial markets and realize its dream of a new
cooperative community.

The purpose to this section of the report, therefore, is to evaluate and
quantify the financial viability of the cooperative, both to reassure, or
perhaps forewarn its creditors, as well as to assist potential creditors in
evaluating future financial assistance packages. In addition, this evaluation
will assist the cooperative to improve its financial management operations

and plan for future growth.

A. Financial Management

The capacity to effectively manage one's financial resources is one of
several elements determining the continuing success or its absence in any
group. The Nuevo Chorrillo Housing Coopera’ive is fundamentally no
different in that respect from any other group; the difference being the
magnitude of the financial resources it manages. Today it is about
$5,000,000, and within a few years, it may increase to four times that level.
The crux of the matter is that the Cooperative must ensure itself, its

members, and its creditors that the loans and grant are being put to the



4“
uses for which they were intended, that the loans are and will continue to be
repaid as scheduled, and that the financial condition of the cooperative is
viable to the degree that potential financial failure is relatively remote.
(1) Uses. The BHN loan of $750,000 was intended to be spent on site

Sangmee——

development. Indications are that these loan funds were used as intended
—
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m Phase I Development (7(;‘0"1;1;1-5;8) , which is virtually complete from the infra-
structure standpoint, and currently are being applied to Phase II site develop-
ment work.

The IAF grant of some $734,000 provided for the purchase of buses,
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construction of a concrete block making plant, construction of a door and
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w‘iﬁdo&—-ﬁgm—t, and cooperative education ($315,000) on the one hand and for
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construction financing ($420,000) on the other. This grant has been totally

e

disbursed and used as intended.

The AID Housing Guaranty Loan of $3,400,000 was made for long-term
financing. To date, about $2,450,000 has been disbursed, with the last
closing scheduled for 28 December 1978, at which time about half the balance
will be disbursed while the remainder should be disbursed by mid-1979. The
AID long-term financing package will ensure the construction of 700 units,
but because of the overwhelming selection by the cooperative members of
the smaller, less costly A and B type units over the larger C type units,
adequate funds will remain from the AID loan to finance up to an additional
70 A and B type units. All indicaticns are that the HG funds are being spent

— g o, T U - P S e . * s, &« B VOPP G

as intended, and in fact, are almost being disbursed on schedule. Of the

700 planned occupancy agreements, 643 have been signed, triggering dis-

bursement of loan funds by the projected target date of 31 December 1979.
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(2) Loan Repayments. The BHN states that the Cooperative is current

in making payments on the $750,000 BHN loan as stipulated in the BHN/Nuevo

Chorrillo Loan agreement. In addition, the Cooperative is current in its

interest payments for the AID HG loan serviced through the BHN loan

administrator. The BHN has been rem1tting the mterest payments on the

————

HG loan to the US Investor and AlID, as requlred

————-— -
—

The last part of this equation concerns the monthly repayments to the

g

cooperative by the cooperative members who have received a Nuevo Chorrillo

unit. Past due monthly payments are a problem for the cooperative, although

there appears to be a perfectly clear reason for this. Monthly payments are

scheduled to begin when the member signs an Qccupancy Agreement with the
cooperative, regardless of the date he moves in. However, in 200 units, the
National Electricity Company failed to install the electrical lines at the agreed
upon time. Those Cooperative members who had already signed Cccupancy
Agreements for this section were unable tu move in, and to make the Coopera-
tive payments while continuing to make rental payments elsewhere. Now that
the electric lines are being installed and members expected to move in before
the end of this year, the Cooperative General Manager has reached an agree-
ment with most which provides for 50 percent increases in their monthly pay-
ments for as long as necessary, to bring them up to date, and to avoid
extending the overall payment period. This will immediately reduce the level

of outstanding past due loan payments. In addition, the Cooperative had
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initiated two steps that would reduce the level of past due loan payments for
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“other Cooperative members who did not have the electricity problem. One

provided for the Cooperative staff member asszgned to mamtmn the physxcal

e el R O S L ST op 0L v e rp— ¢ ap—

aspects of the Cooperative to assume the add.xtmnal job of collecting past due

”
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payments. The second provides that all cooperative members who are eligible
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for payroll deductions where they EQ_O_;{( ¢ (about 90 percent of the Cooperative
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members), must agree to a payroll deduction plan for house payments. This

plan is being put into effect at the present time. While it is too soon to know
how well these steps will reduce the level of past due loans, it appears ~that
they are properly conceived. It might be pointed out that the Cooperative
General Manager, in light of these provisions, dces not view the receivables
situation as a particularly pressing problem.

(3) Financial Statements. A general review of the monthly financial state-

ments prepared by the Cooperative's accounting firm identifies two areas of
concern. One deals with profits and losses of the cooperative enterprises
(including several cooperative services such as the co-op store, bus system),
and the financial returns from construction and sale of the housing units.

From January through August of 1978, the cooperative experienced a loss of

$39,925, which if continued at this rate, would reech about $60,000.by year's

end. The profit and loss statement, however, does not reflect the gain or

loss from construction and sale of the units. When applied to the estimated

profit per unit calculated by the cooperative, this should total about $185,000
———— -

for the four closings held this year to date. This would mean substantial

overall profit by the cooperstive, on its operations. An earlier audit by AID,

ol
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however. stated that the cost of urbanization had been underestimated and d% .
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that in fact the cooperative was selling the units at a loss._ If this is true, 79,, .{/’; ,:Cse'—;
this year's loss may be even greater than we projected above. Consequently, t mu;ﬁ i

the true status of the cooperative as reflected in its current financial state-

ments is unclear.
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The other area of concern has to do with the ~lgsses being experienced

e - e - .
by the transportation systemr—In the first eight months of this year, the

S m———— e
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loss from operaﬂon-of_we,bus system reached $25,006, including $5,524 in
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the month of August alone. Income from fares to August totaled almost $28,000

while expenses totaled some $63,000. The largest expenses were $16,000 for
bus repairs, $25,000 for gas and oil, and $10,000 fo;- salaries. And because
the buses were purchased with the IAF grant there is no amortization expense
to take into account. It appears the fares charg:d are comparable to th;Jse of
the private sector, which indicates that increases in the fare rate might make
the cooperative bus system less competitive. The cooperative recognizes that

the transportation system is a real problem but to date has been unable to .

L det seein ey

reach any conclusions on how to rectify the situation. ’

The other cooperative enterprises are turning a profit, e'fcept for *he S r’

S

Door and Window Plant, which, having opened only in August of this year,
.M\_ " ————
has yet to publish reports on its financial operations.
\

The important thing to be said about the ccoperative's financial condition

is that it is making a real effort to maintain a system of reporting that will
identify problem areas. It now remains for the cooperative to develop an
analytical system which will take advantage of the information provided by
the financial books.

(4) Budgeting. To date, the Cooperative nas not developed a budgeting

system for use as a financial planning tool. While recognizing the usefulness

of such a tool, the pressures of late to produce housing ha: : been so greai
that the Cooperative has not been able to focus on this activity and thereby
possibly allocate the necessary resources to prepare-a financial budgeting

program.
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(3) Financial Controls. Immediately after incorporation as a cooperative

enterprise, Nuevo Chorrillo hired the accounting firm of De Leon & Associates
to provide bookkeeping and accounting services.. Some five years later, this
sama firm i3 providing a much more extensive line of services, due to the
growth of the cooperative into a multi-million dollar enterprise. There are
currently several specialized employees of the firm who work on one or
another aspects of the cooperative's books, equallin‘g' about 40 persens/hours
of work weekly. The work is carried out both.in Nuevo Chorrillo and the
Cooperative offices still remaining in Chorrillo. The role of the accounting
firm consists of carrying the ledger accounts, preparing the payroll, accounts
payabie and checks, and preparing comprehensive monthly financial reports,
as derived from the books being maintained by the firm on behélf of the
cooperative. It is these financial reports that should provide the cooperative
with the basic financial information necessary for good financial management.

The role of the Cooperative in the overall financial records management
is limited to cash collections for member monthly payments and other payments
for services rendered. These collections are recrrded in four daily registers
which are turned over periodically to the accountants.

The accounting firm also provides advice to the Cooperative in financial
management on a request basis. Overall, the current procedure provides
for an adequate system of internal control, and in fact provides the coopera-~

tive!' s members with a certain degree of confidence in their cooperative in
-
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matters of money management control. ﬁ 'Q'Sv'f J ecru) ,,:f % J ooy SRR £
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The Cooperative does not employ the services of an external auditor.
On the other hand, the Cooperative Development Department of the Ministry

of Agriculture has carried out audits of Nuevo Chorrillo, the latest having
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taken place in 1977. T!ds audit is generally limited to ascertaining malfeasance
on the part of the cooperative management. The Cooperative did not receive
a copy of that audit; the implication in that being that no malfeasance was
uncovered. While this is not an annual audit, its periodic occurrence does
serve as cne control method.

The Cooperative has established a Supervisory Committee in accordance
with Cooperative development guidelines, whose role is one of oversight and
control of management and directors. As the Cooperative has grown and become
more complex, the role of the Supervisory Committee has decreased. For all
practical purposes, the Supervisory Committee is not carrying out the role
for which it was created. The management of the Cooperative seems to
realize this is lacking, and hns stated that efforts will be made in the forth-
coming General Assembly to elect committee members with experience in those

finance-related disciplines required for such work.

B. Income Criteria

(1) Reaching the Target Group. The AID Project Paper laid down certain

specific criteria for selection of Nuevo Chorrillo residents who would receive
a unit financed under the AID HG program. These criteria were:
- Family income must be less than the Panama City median family
income estimated at $350.00 monthly;
- 50 percent of the families must have family incomes at or below the
twentieth percentile, no dollar figure was given.
The sample survey conducted by the Evaluation Team as an integral part
of their effort indicated that family income for residents of Nuevo Chorrillo,

all of whom received AID financing, is as follows;



Monthly Income Category $ Number of Families Percentage

0-100 - --
101-200 17 25
201-300 23 34
301-400 16 24
401-500 S ‘ 7
Over 501 _a 10

Total 68 . 100

Source: Sample Survey, December 1978

An analysis of the sample survey results indicates that_77_percent

of the Nuevo Chorrillo resident families earn less thun the median income,

amna————

not 100 percent as required in the Project Paper. Assuming that a $£200
e . - ———
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monthly family income is the limit for the twentieth percenti.le'. it is
. —_—— e ——— 1. st e . .- < ————————————

e S S —— o

' are below that limif rather than 50 percent as snpulated by_AID.

e e
e

(2)" Incomes-vst monthlvy payments. It has been stated in several

documents including the AID Project Paper that Panamanians were not
inclined to pay more than 10-15 percent of their gross family income for
housing. The Sample Survey shows otherwise, particularly as it concerns
Nuevo Chorrillo. The monthly payment for the typical A unit, assuming a
mortgage of $4,587, and including .mortgage insurance, home owners insurance,
Cooperative administration, water, trash removal, and reserve for bad debts,
is about $52.00. Assuming families would not pay more than 10-15 percent

of income would imply that families earning no less than $350.00 would apply

for residence in Nuevo Chorrillo. The fact is that 77 percent of the residents
earn less than $350.00, indicating that they pay a larger percentage of their

income to obtain a house in Nuevo Chorrillo than anticipated elsewhere. In
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addition, 98 percent of the families surveyed stated that they believed that

the monthly payment for housing paid to the Cooperative was fair.

C. Financial Replicability

Nuevo Chorrillo has been able to obtain financing for the initial stages
of the housing development from several institutions in different forms for

a number of interrelated purposes.

Purpose Institution Form of Assistance

Land acquisition Co-op members fees ———
Urbanization work BHN Loan
Construction financing IAF Grant

Block factory " ' "

Door and window factory " "
Purchase of buses " "
Cooperative training " : "
Long-term financing AID Loan

School construction J. Riba Donation

In attempting to determine whether Nuevo Chorrillo could be replicated
elsewhere, it is necessary to identify which, if any, of the above items could
have been eliminated and still not affect the development of Nuevo Chorrillo
housing project as conceived and formed today. Two items come to the fore-
front: the $27,000 spent on Cooperative training and the $40,000 used to
purchase the buses--both of which were part of the IAF grant. Cooperative
training was mandatory beczuse of the need to train people with diverse needs
and backgrounds in how to work together cooperatively. This training did not
include training in notor skills necessary for self-help construction; these
were learned on the job after construction of the units began. Transportation
in the form of buses was required not only to transfer the Cooperative members

to the site during the training and construction phases of development, but
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also to assure prospective residents that transportation would be available
once they relocated to a more remote area. Of course, had the Cooperative
located a site closer to Panama City, transportation would not have been such
a factor, but on the other hand, increased land acquisition costs associated
with more close-in locations might have resuited in higher overall develop-
ment costs and thereby eliminated a larger number of potential low-income
families from participating in the project. Replication, therefore, of the
Nuevo Chorrillo experience dictates that a source of financing--preferably a
grant--be made available for cooperative training. And if remoteness of
location is a factor, then transportation must be made available,

The other elements are not so key. In fact, the Cooperative financed
the initial phase of the block-making plant with funds derived from Cooperative
member assessments. And normally AID and many other financial institutions
can provide financing for both urbanization and house construction, which
is rolled over to become long-term financing. Both the block plant and the
door and window plant are desirable elements, particularly in reducing some
costs, but were essential only in serving the target group. The school was a
fine addition at such an early date, and while it may have been a deciding
factor for some families in selecting to move to Nuevo Chorrillo, the survey
does not indicate that it was important. The Evaluation Team posed this
question of replicability to the Cooperative General Manager, who essentially
agreed with the Team's assessment; that this project could not have been

developed without the [AF grant for Cooperative Training and purchase of

buses.
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D. Sources of Domestic Financings

The $750,000 BHN loan is for a period of 25 years at 7 percent interest.
Currently, it is being used to finance the urbanization works for Phases I
and II. When the urbanization is completed, these lcan funds could be
used to finance the purchase of some 150 of the Type A units. Assuming
BHN approval, this seems to be the best use.

The IAF grant has been used for several types of investments, parts of
which are recoverable, parts of which are not, and some of which may become
a source of income. The money spent to purchase the buses and provide
cooperative training is_, not recoverable, while the block plant and door and
window plant can generate income for the Cooperative, through sale of
preducts to the general public, particularly given the anticipated growth in
the West Bank of the Canal. The m;:ney currently used for construction
financing could be applied to other uses once the construction phase is
essentially completed. It could be used in a similar fashion as is being
proposed for the BHN loan, that is converted to long-term financing towards
the completion of the construction phase of the project. Assuming some
$400,000 would be available, then about 75 additional units could be
financed, and as these loans are repaid, an addition eight to ten units
could be financed annually from the loan proceeds generated from use of
these grant funds,

A second use would be to convert these funds to seed money for financing

3./p -
of new cooperative developments. Nuevo Chorrillo would create a fund from L‘ﬂ/ /. . ,é-'.""

: Tl [
which grants or loans would be made to fledgling cooperative groups, !‘A Tl “‘c
—_— T T T e e R S
currently in a similar position to the Nuevo Chorrillo of several years ago. / AN

In order not to deplenish the fund, it would be preferable that these funds  {s'z/ g ;v
3,

be made available on a no-interest of low-interest loan basis. Such a source
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of seed money would help insure that cooperative housing developments like
Nuevo Chorrillo could be replicated. Since long-term financing is more
readily available than seed money, it would seem that using the bulk of
the remaining IAF grant for new cooperative development would be the
better of the two uses.

The management of Nuevo Chorrillo recognizes that long-term financing
is assured only for one-third to one-half of the project. In order to secure
the remaining financing, contacts have been made with the BHN and the
Caja de Ahorros (National Savings Bank) to ascertain the possibility of part
or all of the remaining required funds. Both institutions have indicated
interest, but to date have not made any commitments., Together, these two
institutions would be able to provide the necessary funds to finish the

project, persuaded to do so.

E. HG Financing for Similar Cooperative

Projects

AID has indicated its desire to continue its support for cooperative housing

projects in Panama. This is most evident through AID's funding of the OPG
to FCH Services, Inc. to develop a cooperative housing department in the
Ministry of Housing. If AID is to finance other cooperative projects similar
to Nuevo Chorrillo, however, it will have to take into consideration certain
basic facts. One is that a cooperative such as Nuevo Chorrillo, even though

its bias is to help low income families, cannot exclude membership to famiiles 'FV“ }

whose incomes may exceed the median income level. This tends to be run mr“

o ——— o - ———

——— e -

counter to AID's policy only to assist families below the median income f
level. Secondly, the basic premise to a self-help construction program is that
the Cooperative members learn how to work together cooperatively. This

imples a certain amount of seed money for co-op education which may not be
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available through the Cooperative's own resources or through an [IAF grant
or anywhere else. Therefore, a source of seed money may have to be

secured in order for AID to finanze similar cooperative housing projects.

F. Enployment Generation

To date, the Cooperative directly employs 63 full-ﬁme workers in its
various cooperative enterprises. About 70 percent of these employees are
Cooperative members, and of the remainder all but five belong to Cooperative
members' famiilies. For the month of November 1978, the payroll of the
Cooperative totaled $11,928, the bulk of which was funnelled into the pockets
of Cooperative member families. In addition, an average of 60 persons are
employed by these small contractors building the project, which when
completed, will no longer provide employment. Given the plans of the
Cooperative to undertake other cooperative activities at Nuevo Chorrille,
such as additional commercial activities, it is probable that additional employ-
ment over and above today's level will be generated by the Cooperativa on
completion of the 2,100 units.

G. Financial Considerations of Panama
Ownership of Canal Zone

Land costs vary considerably in Panama, from $.25/m2 in the neighborhood
of Nuevo Chorrillo to $75.00/m2 in Chorrillo. The availability of a considerable
amount of land with some services relatively close to Panama City would not
only help to reduce costs associated with land acquisition, but also might be
a factor in upgrading Chorrillo.
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Conclusions

1. The financial management of the Cooperative, while adequate to date,
needs to be improved to cope with the growth of the housing deveiopment and
related Cooperative services as well as the ever-increasing amount of money
the Cooperative is generating and managing. Without improved financiai
management the Cooperative runs the risk of potential money mismanagement
and inefficiency.

2, Past due loans is a minor problem and measures taken lately by the
Cooperative to resolve this problem are steps in the right direction. If not
corrected, collection arrears could jeopardize the possibility of future long-
term financing for additional sections of the housing project, and perhaps for
other cooperatives as well, |

3. Of all the services provided by the Cooperative, only the transport
service is running and operating at a deficit. The continuation of thi:;
deficit implies that the bus system will eventually have to cease operations, C/‘/ ¢ f' C
or that the Cooperative will have to subsidize this operation from profits
generated of its other operations or Cooperative member fees. Either alterna-
tive is potentially hazardous to the successful operation of the Cooperative.

4. The profit and loss statement is not an accurate portrayal of the .
Cooperative enterprise. Continued inability to determine the true picture -45 U.Q,C_,/L—
as regards profits and losses could jeopardize the financial viability of the
Cooperative.

5. The Cooperative has nct implemented a budgeting and financial
planning system, against which the actual financial management operations
could be measured. Internal financia! control could-be improved.

6. The target group is, on the one hand, being met vecause the

median income of Nuevo Chcrrillc as a totality is less than that of Panama
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City. On the other hand, the specific AID requirement that all Nuevo
——

Chorrillo families have incomes of leés than the median of $330.00 monthly,
X

and that of this number one-half have incomes below the twentieth percentile,
N —
is not being met.

\-———_—"_——" .

7. Panamanians will pay more than 10-15 percent of their income for

a AR A sl

housing, assuming that the housing being provided is recognized as a g_g_o_q__

——— L, TR By

 a—

value against the amount of the expenditure.

8. The Nueovo Chorrillo experience can be replicated from a financial
standpoint if Cooperative training can be provided. This indicates that a
source of funding for training must be obtained. Seed money could also be
provided from the Cooperative's own resources, if available.

9. Additional sources cf fundsl to finance the remainder of Nuevo
Chorrillo are available in Manama. The problem is that Neuvo Chorrillo must
compete with other institutions to secure this funding, and given Nuevo
Chorrillo' s past experience in obtaining local financing, it is not altogeiher
apparent that the Cooperative will succeed.

10. The acceptance of families above the median income level as residents
of Nuevo Chorrillo has assured that the new community will have an economic
mix, which is a U.S. National Housing policy. It has also provided the
Cooperative with a larger pool from which to draw leadership, due to the
educational skills available in a larger number of members.

11. Nuevo Chorrillo, through its development of the multiple services
concept and through its use of small contractors, has generated a high degree
of employment, particularly among Cooperative members and their families.

12, Canal Zone land is a resource for suitably located housing develop-

ment, especially low-cost housing, given the possibility of low land costs.
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Recommendations

1. The agreement with FUNDAVICO must be implemented to assist the
Cooperative to improve its internal financial management operation.

2. The Cooperative should more closely monitor the recent steps taken
to reduce the number and amount of loans in arrears. A monthly report on
arrears should be prepared by the statff member in charge of this operation
and presented to the Board of Directors and the General Manager, thereby
providing a month-to-month statement, against which to measure progress.

3. The Cooperative should undertake a study of alternative ways to
resolve the financiel problems of the transportation system. This study could
be undertaken in association with the university in tlie same manner that the
site design was selectes, but by all means should be completed in time for
discussion and resoluticn by the General Assembly at its meeting in February
1979.

4. The Cooperative should analyze its profit and loss statement with a
view toward reconciling all income and expenses gengrated by the Coopera-
tive. This would include a re-analysis of the actual urbanization costs as
relates to the profits generated by the Cooperative through sale of the units.

5. A budget and financial pla.h should be prepared annually. The
Supervisory Committee should be revitalized and put to work in scrutinizing
the financial operations of the Cooperative. _

6. AID should reevaluate its criteria for selecting a target group for
Cooperative housing projects which are in fact new communities.

7. AID should accept the 25 percent housing expense to income rule

of thumb for all future AID-financed projects in Panama.
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8. Given the desire of both AID and the Cooperative to replicate the
Nuevo Chorrillo Cooperative housing experience, and given that the con-
struction financing portion of the IAF grant will not be used for long-term
financing, then consideration should be given to using this estimated $400,000
to set up a revolving fund to assist other cooperative groups with seed 'money
needs. The formulation and implementation of this fund would be based on
mutual agreement by the parties involved.

9. All efforts should be made to obtain the remaining long-term
financial requirements of the Cooperative from dcmestic sources.

10. Nuevo Chorrillo should continue to accept families with incomes above
the median income level as long as the median income to the community remains

below the Panama City level of $350.00 monthly.

Uses of Authorized $75 Million HG Program

1. AID should consider providing HG funds for similar cooperative housing
groups because the Nuevo Chorrillo experience is worthwhile and warrants
duplicating. In addition, cooperative housing groups, if they follow the Nuevo
Chorrillo example, are better able to implement AID's housing policy than many
other potential recipients of HG funds, for the following reasons:

- Self-help activities crganized by the Cooperative insure lower sales
prices to recipients as well as a lower down payment when, applied as
sweat equity. This allows a lower income group to participate in HG-
financed programs.

- Self-help activities also teach valuable construction skills that can be
used in both employment as well as home improvement.

- A multi-service cooperative organized around a housing cooperative

can generate employment, particularly for cooperative member
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resicents and their families. The use of small contractors insures that
nrofits generated from construction activities have a wider distribution
and reach small businessmen, some of whom are cooperative members.

- Cooperative development increases self-determination and insures a
greater participatory role by the residents in governing their new
communities.

- Cooperatives can facilitate economic integration as well as provide
housing solutions for low-income families.

- Other cooperative housing groups, which are at earlier stages of
development than Nuevo Chorrillo, exist today in Panama, and are
poterntial vehicles for application of additional HG funds.

2. In providing additional HG funding for subsequent sections of

Nuevo Chorrillo or for other housiné‘ cooperatives, AID should provide for
construction of tﬁose services and facilities which complement the housing
construction activity. This is particularly important in peri-urban areas
where those services do not always exist in totality at the time of development.
Housing cooperatives with their concept of community ownership can facilitate
the operation and management of those ancillary services, for many of the
reasons enumerated above.

AID should explore the possibility of providing HG funds for life support
services (i.e., health clinics, food services, ride to work) in rural areas
where housing exists and AID plans to finance new housing. In this case,
residents of non-AID financed housing would be expected to use services
financed under the HG program. The legality, as well as the feasibility
from the standgpoint of loan repayment, of this course of action should be

studied carefully.



