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I. INTRODUCTION 

Savings and Credit Cooperatives (SACCOs) have typically been the financial entities 

closer to their clients since they are based in the furthest towns throughout Latin American 

countries where banks are not present (so far). However, despite this, the SACCOs have 

not yet achieved (despite the significant growth in some countries) greater consolidation 

(except for some of them), because they lack specialized prudential regulation or because 

they do not have the financial or logistic resources to offer better and larger financial 

services to their members. Even so, the SACCOs are the ones that give people the 

possibility of greater financial inclusion given the geographic scope these cooperatives 

cover. 

This particular lack of supervision leads to problems of governance, obstacles to growth 

and, above all, allows the creation of cooperatives without control and with the purpose of 

hiding illicit business, as it is currently happening in Peru and as has happened in many 

other countries. 

However, given the lack of resources of the SACCOs to offer quality products and services 

to their customers, SACCOs have a wonderful opportunity for growth, better products and 

being closer to their clients, due to the impressive technological advances of these times, 

especially regarding to the possibility of serving their clients in a different way, but with 

lower costs and greater accessibility. This is achieved in different ways, for example, by 

taking advantage of smartphones2, collaborative finances and the possibility of creating 

savings accounts in a quicker way (as in Mexico or Costa Rica), achieving greater financial 

inclusion and bringing financial services to people. 

In this survey, there are a series of opportunities for SACCOs to offer services and 

financial products based on technology that provide greater opportunities for their 

members to be accessed remotely (digitally) which in turn reduces the costs both for 

SACCOs and for their members who no longer need to travel long distances to resort to a 

financial services or products. 

 

                                                            
1 The views expressed in this paper are those of its author and do not necessarily reflect the view of 

Cooperatives of the Americas or the Co-operative Confederation of the Argentine Republic. 
2 According to the Global Findex issued by the World Bank, 2017, two thirds of unbanked adults (who 
do not have a savings account) do have mobile phone. 
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II. SAVINGS AND CREDIT COOPERATIVES IN THE LATIN AMERICAN 

FINANCIAL SYSTEM 

According to data from the German Confederation of Cooperatives (DGRV)3, as of 

December 31, 2017 there are about 6,000 financial cooperative entities, from which only 

116 are supervised by a Banking Superintendency and are totally supervised by other types 

of public entities. 

The total amount of assets of the sector is USD 100,998 Million, representing 2.49% of the 

Latin American financial system, in which Cooperatives such as Coopeuch (Chile) stands 

out as the cooperative with the highest amount of assets (USD 2,160.3 Billion), followed 

by Caja Popular Mejicana (Mexico, with USD 2,131.1 Billion). However, both 

cooperatives only represent the 0.60% and the 4.46% respectively of the national financial 

system, but with a high amount of members (about 3 Million each). 

Let's check some information that explains the important role of SACCOs in the financial 

systems. 

 JEP Cooperative (Ecuador) and Coopenae (Costa Rica) represent the 2.62% and the 

2.40% respectively of the financial system of their countries. This means that 

individually, they represent more than the total amount of the cooperative sector from 

Brazil, Mexico and Chile together. 

 The members of the Savings and Credit Cooperatives represent on average the 23% of 

the Economically Active Population, as in Ecuador (73.6%), Costa Rica (37.1%) or 

Paraguay (44%). 

 The participation of the SACCOs in the financial system has been increasing in the 

recent years: from 1.76% in December 2008 to 2.49% in December 2017. However, 

there are countries in which the participation of the financial cooperative sector 

represents more than 10% of the national financial system, in which the financial 

cooperative system of Ecuador (19.8%), Costa Rica (10.4%) and El Salvador (13.9%) 

stand out. 

 

These indicators show that the Latin American financial cooperative system is of 

significant importance as an actor of the financial system and, therefore it is an obligation 

to maintain these indicators to maintain customer service, especially in these times that the 

client is more technologically sophisticated and requires products and self-service services 

through mobile devices and without having to go to a branch. 

This is how, in some countries, savings and credit cooperatives have taken the lead in 

finding financial solutions for their members, taking advantage of the current expansion in 

the use of technology. 

                                                            
3 German Confederation of Cooperatives. Retrieved from www.dgrv.org  
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Moreover, supervisors have seen the need to start regulating cooperatives’ products and 

actions. This is how, in Mexico and Colombia, superintendencies have been concerned 

with creating regulations regarding technological advances. 

 

III. COOPERATIVES AND TECHNOLOGY - INCREASING FINANCIAL 

INCLUSION THROUGH DIGITAL TECHNOLOGY 

Savings and Credit Cooperatives and technology are the best ally to promote greater 

financial inclusion (hopefully, at lower costs) in our Latin American region for various 

reasons and, thereby, to promote the development of countries: 

 Nowadays, in Latin America there are around 6,000 Savings and Credit Cooperatives 

scattered throughout the countries, even in the smallest towns. 

 Cooperatives gather more than 42 Million members representing 23% of the 

economically active population. 

 Each cooperative member has one savings account. 

 

Today with the technological revolution –digital technology through cell phones and the 

Internet– there are unprecedented opportunities to reduce the number of adults without a 

savings account and to help those who use it more frequently. Therefore, having a mobile 

phone can make it more accessible to mobile money accounts and other financial services. 

These technologies could help to overcome the barriers that the unbanked individuals 

experience and that prevent them from accessing to financial services. Therefore, 

smartphones are the means by which people do not need to travel long distances to a 

financial institution. 

However, it is necessary for digital technology to accelerate financial inclusion in Latin 

America that SACCOs participate in national payment schemes4, be under appropriate 

regulations and provide effective safeguards for consumer protection. 

Another advantage of digital technology is the reduction of access costs to financial 

services. This could therefore create greater accessibility, favoring to overcome the barriers 

that unbanked people say it prevent them from accessing. 

Unfortunately, one of the weaknesses in most Latin American countries is that Savings and 

Credit Cooperatives have little or no access to national payment schemes and the access is 

restricted especially for Cooperatives supervised by a Banking Superintendency. 

According to a survey carried out by the German Confederation of Cooperatives (DGRV), 

only 3% of Cooperatives in Latin America have unrestricted access to the national 

                                                            
4 The best example in Latin America is Costa Rica, where SACCOs can participate in System Schemes 
(SINPE) in a direct or indirect way. So far, 20 SACCOs have unrestricted access to SINPE. The other 
SACCOs (43) do not do this for reasons of expense, but they have the possibility to do it if they want. 
More information: https://www.bccr.fi.cr/seccion-sistema-de-pagos/informaci%C3%B3n-
general/participantes  
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payment scheme5. Therefore, it is a pending work to achieve greater participation of 

SACCOs in the payment schemes. 

As can be seen in the following table, there are countries where the adult population 

already owns an account. Chile with 74%, followed by Venezuela (73%), Brazil (70%) and 

Costa Rica (68%). Even so, the Latin American average is 51% of banked adults. 

 

 

Country 
Adults with 

accounts 

Gap between men and women 

(percentage points) 

Argentina 49 -4 

Brazil 70 5 

Chile 74 6 

Colombia 46 7 

Costa Rica 68 15 

Dominican Republic 56 4 

Ecuador 51 18 

El Salvador 30 13 

Guatemala 44 4 

Honduras 45 9 

Mexico 37 8 

Nicaragua 31 13 

Panama 46 9 

Paraguay 49 5 

Peru 43 17 

Uruguay 64 7 

Venezuela 73 7 

Average 51 9 

 

Source: Global Findex 2017. World Bank 

 

Other items that can help Savings and Credit Cooperatives to achieve their social and 

economic goal are: 

 

 In the most remote places of the world, where many basic products do not arrive, 

technology does. 

 According to the World Bank, there are 2,000 Millions of people in the whole World 

that do not have access to a bank account. With Blockchain technology this would be a 

                                                            
5 German Confederation of Cooperatives (March, 2017). Savings and Credit Cooperatives Participation 
in Payment Schemes in Latin America and the Caribbean. Retrieved from www.dgrv.org  
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minor issue. 

 In Latin America, 4 out of 10 people saved money and 75% of them did it without 

resorting to a bank. 

 3 out of 10 people asked for a loan and 50% of them did it without mediation of any 

financial institution. 

 According to a survey carried out by Global Findex in 20176, 45 % of women in Latin 

America –more than 1 billion– do not have access to the financial system, 59% of men 

and the 52% of women older than 15 years old have access to it. 

 By 2030, two billion people will use their mobile phone to save money, access to a 

credit, pay a credit or access to any other financial service. 

 The demand for mobile banking in Latin America continues to rise. It is expected that in 

2020 it will reach 605 million smartphones. 

 Africa is the leading country of mobile accounts in contrast to accounts in a financial 

institution. For example, in Ivory Coast, Somalia, Tanzania, Uganda and Zimbabwe 

there are more adults with a mobile account than the ones that have one in a 

financial institution. 

 

IV. SAVINGS AND CREDIT COOPERATIVES IN THE DIGITAL AGE - 

TRANSFORMING 

4.1. DIGITAL TRANSFORMATION 

4.1.1. Antecedents 

There is currently a need to transform the business model, especially by the Savings and 

Credit Cooperatives, since the way in which they serve their members has become 

obsolete, it is not efficient or profitable anymore and it needs a change. This is a change 

that has implications on the way in which business are made, especially, through the use of 

technology that becomes more and more revolutionary and disruptive. Globalization, as 

well as the rapid evolution (revolution) of technology, has led many of our (if not all) 

cooperatives to stay behind and to fail in maintaining the accelerated pace. This is a 

challenge for our sector, such as facing those technological changes that take place much 

faster than in previous years and that if they are not assimilated, cooperatives could be 

incompetent and left out of the market. 

 

Some of these accelerated changes are analyzed in this document, such as: FINTECH, 

Collaborative Finances, Digital Banking, Open Banking, Bitcoin, Blockchain, Ethical 

                                                            
6 World Bank (2018). The Global Findex Database. Measuring Financial Inclusion and the Fintech 
Revolution.  
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Bank, etc. 

For these reasons, a technological leap is needed in our cooperatives. We will achieve this 

by performing a “Digital Transformation”, a process through which companies reorganize 

their working methods and strategies in order to get more benefits from the implementation 

of new technologies as well as to take advantage of new opportunities that were not 

included before, and that nowadays are possible thanks to globalization. Taking these 

opportunities into account, we should automatize processes, minimize costs and maximize 

efficiency. 

 

4.1.2. Some key aspects for a successful digital transformation 

 Writing the strategy of the digital transformation: Mission, vision, goals 

 Starting with the transformation of people, new job positions and new job profiles 

 Knowledge of digital tools that currently exist, above all social networks 

 Permanent innovation, creating products and services that contribute to the achievement 

of the digital strategy of the cooperative 

 Using data as raw material to produce value and better products and services that the 

member needs and demands 

 Commitment of Senior Management to the process 

-  Budget 

-  Monitoring 

 

4.1.3. Digital Workers 

Digital workers7 are workers who rely on technology to be more productive. A digital 

worker has a digital job position with all necessary tools to work with maximum 

efficiency: granted connectivity and mobility, operating devices, advanced collaboration 

tools and a proactive and innovative management model are some of the main facilities. It 

does not matter if the individual is a digital native or has become one because technology 

is easily assimilated when it makes life easier, simplifies the processes and reduces waiting 

(and desperation) times. 

The digital transformation of a job position is a challenge and an enormous opportunity for 

the Human Resources department that should lead the management of the employee 

experience’s change. 

The mainstays are: 

 Having a leader who promotes the change of corporate culture and a team that supports 

it. Having a leader and a team who are close to the users on a daily basis as referents of 

this transformation. 

 Training all employees through training plans focused on practical activities and 

                                                            
7  Retrieved from https://aunclicdelastic.blogthinkbig.com/digital-worker-decalogo-de-capacidades  

mailto:member@aciamericas.coop
mailto:internacionales@cooperar.coop
https://aunclicdelastic.blogthinkbig.com/digital-worker-decalogo-de-capacidades


DISCUSSION PAPER 
2.3 Cooperatives and the Financial System for the Sustainable 

Development Cooperatives in relation to Financial and Monetary 
Innovations 

Álvaro Durán 

7 

Paseo Colón 38, 6th Floor Office 6-10, San José, Costa Rica 
+506 40203540 member@aciamericas.coop 

Ecuador 374, Buenos Aires, Argentina 
+5411 2113 2107 internacionales@cooperar.coop 

 

 

specific tasks in order to encourage change. 

 More and better communication: it is important to inform both the reasons and the 

benefits of the change. Communication helps to weaken barriers. 

 To monitor the relevant KPI: the success of the initiative must be measurable by means 

of specific indicators: user satisfaction, productivity improvement, etc. 

 

4.1.4. Why Digital Transformation 

Certainly, if the cooperative wants to remain competitive in the digital age, in the 

Millennials age, in the FINTECH and business age through social networks, it must serve 

customers through digital channels and for this it is necessary to change their customer 

service models and its group of products and services. 

Sonia Duro Limia, Community Manager and Social Media Strategist, lists some 

advantages that digital transformation brings to companies that do so: 

 It improves the communication with customers, because the company has an 

onmichannel strategy –it is present at any time and place, not only by means of physical 

branches but also by mobile devices. 

 It provides the possibility of new business opportunities, because it offers products and 

services that need to be sold through a digital channel, for example, virtual credits 

where there is no contact with any physical process of the cooperative. 

 It extends the company’s lifespan, because it keeps the company competitive and above 

all more profitable, because digital services are vastly less expensive. 

 It reduces costs; a transaction through mobile phone costs some cents while branch 

attention costs can be around USD 2. 

 It makes the recruitment of qualified personnel easier, because there are online training 

models that are simpler, that do not require physical presence. 

 

4.2. CUSTUMER CENTRIC STRATEGY (the client at the center of everything) 

The customer centric strategy is about placing the customer at the center of everything. 

However, it is important to take into account that not all customers are equal and, as a first 

step, it is necessary to classify them according to certain parameters; on which customers 

the greater commercial efforts should be done and, above all, on which customers should 

be left aside. It is simply to invest more in the best customers in order to obtain greater 

profitability. 

As a second step, it is necessary to have a CRM suitable to the cooperative needs that 

allows the cooperative to make the most of customer’s information. This constitutes the 

need to sell the products and services offered by the cooperative according to customer’s 

classification, that is to say that products and services are not equally sold to everyone. The 
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idea is not to focus on selling products and services from the cooperative, but to focus on 

satisfying customers, taking into account the particular needs of each kind of customer. 

The ultimate goal is for the company to stop worrying about producing, and to focus on 

creating a customer experience. 

Emilio Fernandez from Artyco Customer Database Marketing proposes the following 

items8 : 

1. Accept that not all customers are equal. Not all of them have the same value neither the 

same needs. For this reason, it is important to hear them. 

2. Provide value to each customer and plan your commercial and marketing initiatives 

accordingly. 

3. Use a good CRM system that helps you to keep and centralize all information from your 

customers that allows you to establish KPI’s to identify customer’s feelings and that allows 

you to obtain valuable information from that data base system. 

4. Quantify how much does the acquisition of a new customer costs in terms of money and 

effort. This will make it easier to prioritize efforts and measure the results. 

5. Customize, customize and re-customize. Make your customers feel really important by 

reflecting their needs, concerns and desires in every communication you have with them. 

6. Maintain constant communication with customers and get them to be committed with 

the company. It is important that they know the company cares about them, and make them 

feel that they are listened. For example, special offers can be sent to the most loyal ones. 

For the most infrequent customers, a satisfaction survey can be sent together with a 

purchase incentive. Or just some content according to their interests can be sent. 

7. Work in order to offer customers the best user experience possible. 

8. Work with a customer service oriented towards the customer, not only oriented to serve 

them. 

 

4.3. DATA DRIVEN COOPERATIVES (DATA MANAGEMENT) 

Data driven is a business management approach through which decisions are always 

supported by verifiable information. The success of the data driven approach is determined 

by the quality of information and the effectiveness of the analysis and interpretation. 

One of the characteristics of these organizations, which manage data so that the executives 

can make important decisions, is that the intervention of the ICT area is no longer 

necessary, since business intelligence tools make possible to extract, customize and 

visualize the information they want to see, as well as to run customized reports designed 

when they need them. This allows executives with little expertise on technology to be able 

to work with analysis tools and make correct business decisions based on the information 

                                                            
8 Emilio Fernández Lastra. Marketing Manager in Artyco Customer Database Marketing. 
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provided. 

Now that technology has advanced by leaps and bounds, that social networks exist and that 

people leave traces and evidence of their tastes and preferences, that every minute an 

incredible amount of information is generated, making decisions based on this information 

makes a lot of sense, and this is evidenced in companies as Amazon which takes advantage 

of this9. 

Advantages of the intelligent use of the information 

 Using the information in an intelligent way makes companies to increase their income. 

“According to “The data directive” report10, 81% of high-performance companies use 

the information while only 57% of low-performance companies use it. 

 High-performance companies tend to have almost the same elements of their decision-

making processes so it is very likely that these organizations will pay attention to the 

results of this information they have. 

 92% of high-performance companies provide their executives with information on 

which they can base their decisions, while only 35% of inefficient companies do this. 

 The probability of considering that strategic planning and decisions based on this 

information is 12 times higher. 

 The managing director (General Manager) is who takes the initiatives related to the 

information instead of being the ICT director. 

 

 

4.4. OPEN BANKING 

4.4.1 Definition 

Open Banking is the possibility of creating new business and digital ecosystems from 

APIs11 offered by banks, integrating the largest amount of applications of the entity. 

An example of Open Banking: An app for expense control, automatically synchronized 

with the bank account: savings or checking account, the credit card controlling and 

suggesting some useful services, and not only the generic ads without segmentation. 

In summary, the possibility of having all finance movements in one place, because it could 

help to make quotes, find the best deals and buy the products and services that are most 

convenient. 

Moreover, secure access to the information of the company’s current account can be given 

                                                            
9 For example, McKinsey Global Institute indicates that data driven organizations are 23 times more 
likely to acquire customers, six times more likely to retain those customers and, as a result, 19 times 
more likely to be profitable. 
10 Retrieved from https://blog.powerdata.es  
11 Application Programming Interface: API represents communication capacity among software 
components. 
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to a regulated app or website in order to create a different experience. 

4.4.2. Advantages of Open Banking 

Customer loyalty: It is a way of making customer’s life easier, because the financial 

institution is always present, offering a wide variety of possibilities, and at the same time 

growing in amount of customers. 

Service Monetization: In business, APIs generate new revenue opportunities, for 

example, charging to the user each time the user login to the account to verify balance 

(when the previously established limit is exceeded, if any). 

Innovative Company: Becoming a technology and innovation model. When the entity 

presents a business transformation strategy based on new technologies. This is noted when 

the main banks in the country declare their positions as Digital. 

Going ahead of other non-financial companies to perform the work of the banks: 

Financial entities should become Fintechs or make an alliance with them. Fintechs 

emerged to change the way in which customers use financial services, therefore, there is a 

great competence for banks. 

 

V. COOPERATIVES IN RELATION TO FINANCIAL AND MONETARY 

INNOVATIONS 

5.1. COLLABORATIVE FINANCES (P2P) - WHY AND WHAT FOR? 

The term collaborative finance is used to describe a specific category of financial 

transaction which occurs directly between individuals without the intermediation of a 

traditional financial institution. This new way to manage informal financial transactions 

has been possible thanks to technological advances and new online platforms. 

Collaborative financial services remove banking intermediation and the use of its 

technology, connecting directly loan applicants with investors and improving access to 

financing. 

Collaborative finances are characterized for being highly customized loan transactions that 

involve face-to-face relationships with borrowers and flexibility regarding loan purpose, 

interest rates, collateral requirements, maturity dates and rescheduling of debts. 

The best example of collaborative finance is the lending model between individuals 

commonly called P2P (Peer to Peer or person to person). The main characteristic of its 

growth as a lending model are the credit transactions that are made between individuals 

without the traditional intermediation of a financial institution, which has brought about a 

much accelerated growth in the world. 

Through collaborative finance, people invest in other people in a fairer way, removing the 

intermediary bank that keeps the brokerage margin (traditional banking business). 

Collaborative finance tends to reduce that margin or at least to leave it to the client. This 

entire way to do business takes place due to the way in which social networks and 
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technology are transforming the way we live, relate and consume. 

Collaborative finance allows credit application process to be simpler, more agile, without 

bureaucracy and more economical, all parties involved receive better conditions for the 

transactions carried out: the lender receives a fairer return for the investment and the 

borrower obtains better credit conditions with a lower rate than the one they would paid if 

they would apply for a loan in traditional banks. 

 

But, why do SACCOs use collaborative finances? 

This business can be conducted by technologically advanced SACCOs, either by creating a 

Fintech or by offering their own technological platform. Collaborative finance is 

characterized by “putting clients face to face” so that they are able to perform “financial 

intermediation” between them. The SACCO earns a commission for “lending” its platform; 

other companies would do the same. 

However, this brings a disadvantage to the SACCO because it becomes a competition to 

itself. For example, for a client that has a great investment in a SACCO it may be more 

profitable to offer credits through the SACCO to other clients that needs them. 

However, there are other collaborative finance applications. Some examples: 

 A virtual market where goods can be rented and bought, or a space for different clients 

to exchange goods directly without the need for a monetary transaction –a commission 

would be charged though. 

 Finding qualified professionals to perform tasks for a client: cleaning, professional 

repairs and even private lessons in various topics. 

 Clients who need lessons or tutorials on specific topics such as a language, a university 

lesson or mathematics, but also for those who are willing to share their knowledge. 

 Solving problems of mobility as providing transport services to friends and 

acquaintances. 

 Shipping business, having the confidence, savings and tranquility as the core of the 

model provides. 

 

 

5.2. VIRTUAL MONEY (CRYPTOCURRENCY) - BLOCKCHAIN: THREAT? 

5.2.1 Definition 

What is a cryptocurrency? Cryptocurrency is virtual money that allows exchanging goods 

and services through an electronic transaction system without the need of an intermediary 

(financial entity). In contrast to other types of money called “electronic”, cryptocurrency 

incorporates the principles of cryptography to implement a secure, anonymous and 

decentralized economy. 
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Cryptocurrency has some advantages over traditional money, some of which are: 

 Decentralized, because it is not controlled by any State of financial entity (Central 

Banks) 

 Anonymous, because cryptocurrency allows to preserve the anonymity when making 

transactions 

 International, because it can be used all around the world 

 Secure, because it belongs to just one person and it cannot be hacked by anyone 

 Without intermediaries, because transactions are done between people 

 Faster than the transactions done through a financial entity 

 Voluntary use, because it is not imposed by force (each country has its own physical 

currency) 

 

Nowadays, there are about 1,58612 different cryptocurrencies, which are more or less 

valuable and popular. Even though new options emerge each day, it is important to 

highlight the two most extended and profitable digital currencies: Bitcoin and Ether. 

Bitcoin 

CoinDesk defines Bitcoin as “a kind of cryptocurrency born and maintained electronically. 

Nobody controls it. It is not printed as US Dollars or Euros: it is created by people, and 

every day, more companies and computers around the world are able to solve mathematical 

problems”. It allows to make direct, instantaneous and anonymous transactions between 

two users from anywhere in the world. 

As a digital currency, Bitcoin was the first and the most important one that used blockchain 

technology, which means that it is decentralized, that nobody and no institution can 

manipulate it and that the verification of the transactions is based in peer interaction. 

Bitcoin works as a great accounting book in which each user has one or more addresses in 

which they register their balances. These transactions remain stored in a data base 

distributed in each of the multiple nodes that make up the network. These nodes make up 

the device that runs Bitcoin software anywhere in the world and it connects through 

Internet. 

Ether is Ethereum’s cryptocurrency. Ether is the fuel in form of money that makes the 

Ethereum net still alive, it is a monetary incentive for anyone who is related to it by 

providing computer knowledge (miners) or creative value in form of intelligent codes or 

agreements (developers). 

 

                                                            
12 Retrieved from https://coinmarketcap.com/es/all/views/all/  
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5.2.2 The Cryptocurrency Age. Do we still need (or will need) banks?13 

New technologies bring new ways of doing business, new products and new ways of doing 

all kinds of exchange without the need for physical coins. Few years ago, due to 

technology such as blockchain, the so called cryptocurrency appeared, which is the one 

that does not physically exist. One of it, maybe the most important one, is the Bitcoin –

which started to operate in 2009. However, it is known that today there are many others 

that do not need to be issued by a Central Bank. 

In some countries this kind of currency is legal tender and it can be used for transactions 

(including government’s transactions), and are broadly accepted. For this reason, there are 

some examples in Latin America such as: 

 The Bahamas government, which will launch a cryptocurrency supported by the State. 

 Venezuela has the Petro, which is a currency financed by Venezuelan oil, with which 

the government seeks to create a new form of international financing. 

 The difference between the Venezuelan cryptocurrency and the Bitcoin or Ether is that 

the former will be supported by national gold, oil, diamond and gas reserves. 

 Chile has two native tokens, Chaucha and Luka, and cryptocurrency ATMs has already 

been installed in its territory. 

 

For this reason it seems logical that cryptocurrency could replace the standard currency. 

But the big question is what if all the payment systems of our financial systems could be 

brought down? That would mean that banks would no longer be needed due to the way in 

which they perform transactions, it is no longer be necessary a payment system 

administered by a Central Bank or banks where people have their savings or their money. 

 

Why Can Cryptocurrency Win the Match Against Actual Currency? 

 Banks charge high or very high commissions 

- for national ATMs transactions and, overall, money is withdrawn in foreign ATMs 

- transactions between national banks 

- international transactions including banks of the same group 

- Sending and receiving family remittances14 

 Speed in transactions 

                                                            
13 Daisyme, Peter. Cryptocurrency Age: Do We Still Need Banks?. Retrieved from Due.com 
14  In the 3erd quarter of 2017, the average global cost to send USD 200 remained stable at 7.2%. This 

is a significantly higher figure than the goal set in Sustainable Development Goal 10, which was 3% in 

2017. These high transaction rates disproportionately affect those who can pay the least. Especially, 

Sub-Saharan Africa suffers the worst of high remittance rates, with regional average costs at 9.1% for 

each transaction. Retrieved from www.weforum.org  
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 Problems in transferences between banks or cooperatives; the involvement of 

cooperatives in Latin American payment systems is still very limited. 

 People’s participation in the decisions (bad practices of Corporate Governance), as to 

whom to lend money or which is the best place to invest, causes some financial entities 

to take many risks and go bankrupt, resulting in a loss for clients. 

 

5.2.3 NEW BUSINESSES WITH BLOCKCHAIN 

Ethereum can be described more accurately as the next step of the Internet based on 

blockchain technology. It is a tool that will allow people to develop in a completely 

decentralized way their own applications, businesses and projects in which users shall be 

able to invest in. In other words, Ethereum is classified as a type of cryptocurrency, but it 

has more to do with the tools and technology it offers to its users in order to let them create 

whatever they want. 

Therefore15, Ethereum offers 3 possibilities to its users: investing traditional money in its 

cryptocurrency (known as Ether), the same as Bitcoin; buying businesses or projects made 

up with its internal technology through what is known as Initial Coin Offer16 (ICO); or 

giving the possibility to the user to create something themselves. 

 

5.2.3.1. Industries That Will Be Revolutionized through the Use of Blockchain 

Blockchain will revolutionize supply chains, will remove intermediaries, will provide 

greater transparency and will allow the collection of distributed information. The financial 

industry is already being transformed by blockchain technology. Blockchain technologies 

offer improvements in operational efficiencies, in transaction fees and in risk reduction. 

For this reason it is believed that blockchain technology will be the most revolutionary 

technology since the Internet creation. 

There are several industries which have been revolutionized by blockchain technology, 

such as: 

i. Transport 

- The development of electronic wallets to be used from an automobile. 

- The increase in shared transport services peer to peer in a decentralized manner. 

ii. Health services 

- Clinical data management (transparency and updated records) 

- Regulatory compliance 

- Medical and health records 

                                                            
15 Retrieved from https://www.huffingtonpost.es/2017/12/27/que-son-y-como-funcionan-las-
criptomonedas-bitcoin-y-ethereum_a_23285616/  
16 Initial Coin Offer (ICO) are crowdfunding campaigns created by future entrepreneurs or project 
founders to raise the funds they need to market their projects. 
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iii. Cybersecurity 

- Avoiding data theft 

- Safe data storage using cryptography 

iv. Music 

- Author’s empowerment 

- Rights protection 

v. Supply chain management 

- Providing, almost in real time, the goods and services location in the warehouse 

- Making and receiving payments as the goods go through the points of the supply chain, 

for example, customs 

- Providing a complete picture of supply and demand (when it is related to sales data) 

v. Cloud storage 

- The data stored in the cloud is in centralized servers –which are vulnerable due to 

operational or human errors– while cloud storage solutions that incorporate blockchain 

technology are less exposed to the attacks that can cause system interruptions or data 

loss 

vi. Insurances 

- Making buying and selling insurances more efficient 

- Allowing operating expenses to be lower 

- Promoting more transparency to the insurance industry and 

- democratizing access to reinsurance investments 

vii. Real estate 

 Transparency 

 Fraud risk removal 

 Acceleration of the process associated with the purchase or sale of a property 

viii. Money Transfers - Remittances 

- Blockchain-based remittance solutions will rapidly and effectively remove the 

dependencies that smaller MTOs (Money Transfer Operators-Remittances) have on 

banks and will reduce operating expenses, freeing up the necessary capital that can be 

used to grow their operations even further. This, in turn, will allow these MTOs to 

reduce transaction fees and increase its competitiveness in the industry. More 

importantly, the social benefits will include financial inclusion for the billions of people 

which are currently ignored by traditional payment providers. 

ix. Anti-Money Laundering 
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- Today, the costs of complying with the Know Your Customer and AML processes are 

increasing. Companies can benefit from investments in blockchain technology, which 

supports cryptocurrencies such as Bitcoin, in order to accelerate and distribute KYC 

compliance operations in shared financial institutions through greater transparency, 

verifiability and consensus. However, it is better for these companies to know the 

different available options before making investments. 

x. Superintendence supervision models of financial entities 

- Supervision models based on Blockchain technologies are already underway (Brazilian 

Central Bank). 

 

5.3. ETHICAL BANKING - ETHICAL BROKERAGE 

The ethical bank is an “alternative” system to traditional banking, which purpose is to 

perform different practices from the usual ones in the financial system, differentiating itself 

from other entities in the sector by offering its clients management criteria that are not 

based on maximization of benefits, but on the pursuit of goals of transparency, social 

function, zero speculation and support on projects focused on sustainability. Of course, its 

business approach is similar to traditional banking, raising funds and offering financing. 

Ethical Banking is by default one of the cooperative principles of solidarity and support for 

its members to improve their way of life. 

There are three main characteristics of Ethical Banking: 

 The client has the right to know how the bank is using its money, to what social purpose 

it is allocated. 

 The goal of Ethical Banking is to achieve sustainability striking a balance between the 

banking activity, the client and society. 

 Ethical or Social Banking seeks to leave a mark in society through its products and 

services. For this reason, the money it has available has to be used to achieve a positive 

impact on citizens and the environment. 

Making Ethical Banking possible is not difficult for a SACCO because that was the guide 

from its beginning: obtaining benefits and distributing them within its members –with non-

speculative intermediation margins– and to generate wealth for its owners (thousands of 

members). 

However, even though the fundamental principles of Savings and Credit Cooperatives 

make these entities to offer Ethical Banking, the biggest challenge that the sector has is that 

Banking is focusing its efforts to do this type of business, by attracting clients that are 

currently clients of the cooperative sector. 

In this sense, the financial cooperative sector must act quickly to not lose a market niche 

and face the competition of its relentless competitors, the banks. 
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5.4. FINTECH (FINANCIAL TECHNOLOGY) AND SAVINGS AND CREDIT 

COOPERATIVES  

5.4.1 Definition 

Fintech is a word that comes from the union of two English terms: Finance and 

Technology. These are companies that provide their clients with innovative financial 

products and services, through the use of technologies or ICT. They were created with the 

goal of creating financial services that are easy to buy and understand, which standardized 

price allows the access to a greater number of people and companies, both investors and 

borrowers. The digital age has reached the financial sector with strength and every day the 

use of technology increases, therefore, its consolidation increases. 

5.4.2 Fintech Types 

There are different types of Fintech that cover different financial areas, of which we can 

highlight the following one: 

5.4.2.1. Financing for Individuals and Companies 

 Advice and financial support to small and medium enterprises through specialized web 

sites 

 Transfer of funds 

Money transfers at lower costs (remittances) 

 Financial and investment advice 

It allows to automate the processes of financial advice for SMEs, startups, private users, 

etc., reducing costs and eliminating commissions for advice 

 Payments and collections through Smartphone and mobile devices 

Mobile applications that make transferring and receiving money faster and easier, without 

having to go to a bank 

 Investment 

It gives the tools to individuals to invest economic resources in businesses or companies. 

 Personal Finance 

It facilitates the understanding of the accounts by the users: Income and expenses, treasury, 

direct debits, etc. 

 Distribution of Financial Products 

It presents the information in a simple way in order to examine in a more intuitive way the 

pros and cons of the offer that is in the market on the basis a series of common 

parameters: 

 Loans 

It allows the access to credit easily and without as many obstacles as in banking, such as: 

- P2P Loan: loans made and offered by physical individuals without the intervention of 

banking entities or credit agencies. 

mailto:member@aciamericas.coop
mailto:internacionales@cooperar.coop


DISCUSSION PAPER 
2.3 Cooperatives and the Financial System for the Sustainable 

Development Cooperatives in relation to Financial and Monetary 
Innovations 

Álvaro Durán 

18 

Paseo Colón 38, 6th Floor Office 6-10, San José, Costa Rica 
+506 40203540 member@aciamericas.coop 

Ecuador 374, Buenos Aires, Argentina 
+5411 2113 2107 internacionales@cooperar.coop 

 

 

- Crowdlending: Financing companies, projects or individuals through a great amount of 

investors, instead of a single or a limited amount of investors. 

- Crowdfunding: A network of collective financing, usually online, that manages to 

finance a certain project in exchange for rewards or participations in an altruistic way 

through financial or other kind of donations. 

- Factoring: Collecting in advance the amount of clients’ debts. 

- Sales Financing: Financing a client in order to buy an asset. 

- Minicredit and Microcredit: Loan for individuals of small amounts of money and of 

which it can be quickly obtained; designed for returns in the short term. 

 

VI. IS THE COOPERATIVE PAYMENT SCHEME A POSSIBILITY? 

As it was already mentioned in this document, new technologies are creating greater 

independence and decentralization, which indicates that it is possible to develop processes 

that have not been developed until now. It is clear that methodologies and, above all, 

regulations are required. 

A cooperative payment scheme in which there is no Central Bank or a clearing company 

(ACH: Automated Clearing House). 

It is an idea that, of course, requires further development, but which is possible through the 

use of Blockchain technology and of own cryptocurrencies. 

One of the greatest possibilities is a blockchain for cross-border transfers –remittances– 

and the use of a cooperative cryptocurrency. The result could be to lower the costs of 

transactions that are currently higher than 7% in remittances of less than USD 200. 

This idea must be developed, although it is possible that this kind of enterprise already 

exists. 

 

VII. PRUDENTIAL REGULATIONS FOR INFORMATION TECHNOLOGY IN 

LATIN AMERICA 

It is important to note that some Latin American countries have already begun to create 

prudential regulations regarding the use of new technologies by supervised financial 

institutions. 

Some examples: 

7.1. Prudential Regulations 

7.1.1. Argentina 

COMMUNICATION “A” 6375 “Expansion of financial entities” and “Minimum 

Requirements for management, implementation and risks control related to information 

technology, information systems and associated resources for financial entities”. 

Financial Innovation Program (PIF): 
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It is an annual initiative carried out by the BCRA along with the Ministry of Modernization 

of the Nation. 

This action is based on collaborative work between students, entrepreneurs, public and 

private actors which aim is: 

 To promote the formalization of ideas and quality projects in relation to Banking, 

Financial Inclusion and Means of Payment. 

 To strengthen the link between the BCRA and the Fintech and entrepreneurial 

community through a collaborative work process between public and private sectors. 

 To create instances of dialogue in order to channel contributions from the community 

that contributes to the identification and resolution of regulatory issues within the 

financial system. 

 

How Does It Work? 

The Board meets periodically to work on the following themes: 

- Means and Infrastructure of Payment (MIP) 

- Transversal Systems and Technologies (TST) 

- Alternative Credit and Savings Channels (CAL) 

- Solutions using Blockchain technology (BLK) 

 

7.1.2 Bolivia 

REGULATIONS FOR COMPANIES OF MOBILE PAYMENT SERVICES that establish 

rules for the creation and regulation of companies that will offer payment services through 

mobile devices. 

 

7.1.3 Brazil 

Brazilian Central Bank (supervising entity of the entire financial system including all the 

Savings and Credit Cooperatives) studies new possibilities for technological innovations, 

including the use of Blockchain as an alternative to settle transactions. 

The Central Bank platform with blockchain technology will facilitate the exchange of data 

regarding the supervision of the financial system. 

 

7.1.4 Colombia 

In 2017, the Financial Superintendence of Colombia (SFC - Superfinanciera) set up the 

Financial and Technological Innovation Working Group with the aim of acting as 

facilitator for innovation in the financial sector. 

Innovasfc: 
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- To ensure the protection of the financial consumer 

- To contribute to mechanisms of inclusion and financial education 

- To support development and financial and technological innovation 

- To guarantee financial stability 

To do research on the emerging trends of Fintech that facilitates financial inclusion. 

To promote clear and defined rules for the diverse actors of the financial ecosystem and 

Fintech in the country. 

To experience new business models, feasible to implement, with adequate controlled 

testing environments. 

To support the use of technology to modernize the SFC in order to optimize internal 

processes and reduce the regulatory burden on entities. 

 

7.1.5 Mexico 

ACT TO REGULATE INSTITUTIONS OF FINANCIAL TECHNOLOGY (2018) 

Its purpose is to regulate the financial services provided by financial technology 

institutions, as well as their organization, operation and functioning, and financial services 

subject to special regulations that are offered or made by innovative means. 

This Law is based on the principles of inclusion and financial innovation, on the promotion 

of competition, consumer protection, preservation of financial stability, prevention of illicit 

operations and technology neutrality. These principles must be respected by all the subjects 

bound by this Law, regarding their operation, as well as the Financial Authorities when 

exercising their capacities. 

7.2. Regulatory Challenges 

There are still steps to be taken in the different countries of Latin America to regulate 

initiatives based on new technologies, which is why there are regulatory challenges such as 

the following: 

- Cross-border issues –especially payments and remittances 

- Training and adjustment of regulation processes, authorization and supervision of an 

increasingly digital environment. - Including innovative business models 

- New technologies and new opportunities to gain efficiency and effectiveness - (AI, ML, 

Big Data, etc.) 

- Not suffocating innovation in the name of financial stability and consumer protection 

Translated by Tania Giacomelli 

for Abrapalabra Linguistic Services Cooperative 
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