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Fundamental
business ethics

+ Fairness

+ Respect

+ Honesty

+ Accountability
+ Loyalty

+ Integrity
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An Economic Contribution of Cooperatives in Sri Lanka

Sri Lanka has a relatively small economy,
with a Gross Domestic Product (GDP) of
approximately $81 billion as of 2021(Annual
Report 2021, Central Bank of Sri Lanka). The
Economy is characterized by a various range
of sectors. The services sector is the largest
contributor to GDP, followed by industry and
agriculture. Important sectors include
tourism, manufacturing, construction,
telecommunications, finance, and agriculture.
Sri Lanka faces several challenges in its
economic development. These include high
public debt, fiscal deficits, trade imbalances,
and unemployment. Additionally, the country
has been grappling with natural disasters,
political instability, and social issues. The
COVID-19 pandemic has also had a
significant impact on the economy, affecting
various sectors such as tourism,
manufacturing, and services. At present, Sri
Lanka's cooperative sector is playing an
essential role in promoting rural development,
job creation, women empowerment, and
poverty reduction. However, the sustainability
of the co-operatives has been challenged due
to the competition coming from the private

sector.

There is no universal definition of

cooperatives. According to the International

R.M.D.H Rathnayake

Cooperative Alliance (ICA,1995), a
cooperative can be defined as an autonomous
association of persons united voluntarily to
meet their common economic, social, and
cultural needs and aspirations through a
jointly — owned and democratically-
controlled enterprise. Cooperatives are
observed as an important vessel for
community development tools because they
utilize and mobilize local resources into a
critical mass and their structure allows them to
be more community-oriented (Fairbairn et
al.1991; Wilkinson and Quarter 1996). Sri
Lanka has a diverse range of cooperatives that
operate in sectors such as agriculture,
fisheries, consumer goods, credit and finance,
housing, handicrafts, and tourism. These
cooperatives are often organized as registered
societies or companies under the Cooperative
Societies Act or the Companies Act.
Cooperatives are based on the principle of
voluntary membership, with individuals or
organizations choosing to become members
and participate in the cooperative's activities.
Members typically have equal voting rights in
the decision-making processes of the
cooperative, regardless of their level of
investment or contribution. Cooperatives
make a significant economic contribution to

Sri Lanka. They promote income generation,
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employment, and entrepreneurship,
particularly in rural areas. Cooperatives help
small-scale producers access resources,
markets, and credit, enhancing their
productivity the cooperative sector in Sri
Lanka makes a substantial contribution to
production across various sectors, including
agriculture, industry, services, and trade. By
providing support to small-scale producers,
adding value to products, facilitating market
access, and generating employment
opportunities, cooperatives play a pivotal role
in driving production growth, economic
inclusivity, and sustainable development. The
continued promotion and strengthening of the
cooperative sector are essential for harnessing
its full potential in driving production and
income levels. They also contribute to value
addition, market linkages, and the
development of sustainable economic

activities.

Types of Cooperatives in Sri Lanka

Primary cooperatives are present in the

following sectors:
Types of cooperatives | Number of Cooperatives
Thrift and credit 8400
Rural banks 1703
Fisheries 544
Multipurpose 306
Industrial 182
Marketing 130
Healthcare 95
Others 90

Table 1: Cooperative statistics per sector in
Sri Lanka (2019) (Data received from NCCSL for 2019)

Percentage of cooperatives per sector

Number of cooperatives persector in Sri Lanka

W Thrift and Credit

B Rural banks

u Fisheries

® Multi-purpose

W industrial

u Marketing

® Healthcare

u Youth
Handicraft

W Textile

H Tea production

Coconut

Dairy

Figure 1: Cooperative statistics per sector in Sri Lanka
(2019) (Data received from NCCSL for 2019)

Cooperatives play a significant role in the
economy of Sri Lanka, contributing to various
sectors and providing benefits to their
members. Cooperatives in Sri Lanka
contribute to employment generation,
particularly in rural areas. They provide
opportunities for self-employment and
income generation to individuals and
communities who might otherwise have
limited access to formal job opportunities.
Also, Agricultural and fisheries cooperatives
have a prominent presence in Sri Lanka. These
cooperatives assist farmers and fishermen in
accessing resources, including credit, inputs,
and market linkages. By pooling resources
and collective action, cooperatives help small-
scale farmers and fishermen improve
productivity, reduce costs, and obtain fair

prices for their produce.

Consumer cooperatives play a vital role in
the retail sector by providing affordable goods
and services to their members. These
cooperatives often establish cooperative
stores where members can purchase essential

commodities at reasonable prices. By
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eliminating intermediaries, consumer
cooperatives help reduce costs and improve
the purchasing power of their members.
Cooperatives in Sri Lanka also provide
financial services, including savings and
credit facilities, to their members. Credit
cooperatives, also known as thrift and credit
societies, enable members to save money,
access credit, and promote a culture of
financial discipline and savings. Housing
cooperatives are involved in the construction
and provision of affordable housing to their
members. These cooperatives pool resources,
negotiate with builders and develop housing
projects that meet the specific needs of their
members. By leveraging economies of scale,
housing cooperatives contribute to addressing
housing challenges in Sri Lanka. Sri Lanka has
various handicraft and small-scale industrial
cooperatives that promote traditional crafts
and provide a platform for artisans to market
their products. These cooperatives help
preserve cultural heritage, generate
employment in rural areas, and promote
sustainable livelihoods. Cooperative
enterprises also operate in the tourism and
hospitality sectors in Sri Lanka. These
cooperatives offer accommodation,
transportation, and other services,
contributing to the growth and development of

the tourism industry.

They contribute to various sectors and
provide numerous benefits to their members.
Here are some key points highlighting their

importance:

Cooperatives provide a platform for small-
scale producers, such as farmers, fishermen,
and artisans, to come together and collectively
address their challenges. By pooling
resources and working cooperatively, these
producers can access inputs, technology, and
markets that would be difficult to obtain
individually. Cooperatives empower them to
enhance their productivity, improve market
access, and strengthen their bargaining power.
Cooperatives help small-scale producers
overcome resource constraints by providing
access to essential resources. This includes
access to credit facilities, inputs such as seeds,
fertilizers, and equipment, and technical
assistance. By pooling resources and
negotiating as a collective, cooperatives
enable small-scale producers to access
resources that might be otherwise challenging
to obtain individually. One of the significant
challenges faced by small-scale producers is
accessing markets and securing fair prices for
their products. Cooperatives act as
intermediaries, aggregating the produce of
their members and facilitating market
linkages. By consolidating the production of
multiple small-scale producers, cooperatives
can negotiate better prices, reduce transaction
costs, and access larger markets. This
empowers small-scale producers to reach a
broader customer base and ensures fair

remuneration for their products.

Cooperatives invest in capacity building
and training programs for their members.
These initiatives aim to enhance the skills and

knowledge of small-scale producers, enabling
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them to improve their productivity, adopt
modern farming techniques, and adhere to
quality standards. Capacity-building
programs cover various areas such as crop
management, post-harvest handling,
marketing strategies, financial management,
and sustainable farming practices. By
improving the capabilities of small-scale
producers, cooperatives empower them to
compete effectively in the market. One of the
key advantages of cooperatives is their ability
to strengthen the bargaining power of small-
scale producers. By coming together and
forming cooperatives, small-scale producers
can collectively negotiate with buyers,
suppliers, and other stakeholders in the value
chain. This collective bargaining power helps
secure better prices for their products, obtain
favorable terms for input procurement, and
access value-added services such as

processing and packaging.

Many cooperatives in Sri Lanka prioritize
sustainable practices and environmental
conservation. For example, agricultural
cooperatives may promote organic farming
methods, sustainable resource management,
and environmentally friendly production
processes. By adopting sustainable
approaches, cooperatives contribute to
environmental preservation, resource
conservation, and the long-term sustainability
of livelihoods. Beyond their economic
contributions, cooperatives in Sri Lanka have
a positive social impact. They promote
community development, social cohesion, and

inclusiveness by providing a platform for

members to collectively address their needs
and challenges. Cooperatives often invest in
education and training programs,
environmental sustainability, and social
welfare initiatives, benefiting both their

members and the broader community.

Sri Lanka has a large rural population, and
cooperatives contribute to rural development
by fostering economic activities in these
areas. Agricultural cooperatives, in particular,
support farmers by providing them with
technical assistance, training, and access to
markets. This leads to increased agricultural
productivity, income generation, and
improved living standards in rural
communities. Cooperatives play a crucial role
in providing financial services to their
members, especially those who have limited
access to formal banking institutions. Credit
cooperatives, savings and credit societies, and
cooperative banks offer savings facilities,
loans, and other financial products tailored to
the needs of their members. By promoting
financial inclusion, cooperatives empower
individuals and communities to manage their
finances, invest in income-generating
activities, and improve their economic well-
being. Cooperatives facilitate market linkages
for their members, helping them access
domestic and international markets. By
aggregating products, cooperatives can
negotiate better prices, reduce transaction
costs, and add value to the products through
processing and packaging. This enables
small-scale producers to reach wider markets

and capture a larger share of the value chain,
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thereby improving their income and economic

stability.

Cooperatives create employment
opportunities, particularly in sectors such as
agriculture, handicrafts, and small-scale
industries. By promoting entrepreneurship
and providing support to micro and small
enterprises, cooperatives contribute to job
creation, especially in rural areas. This helps
reduce unemployment, alleviate poverty, and
stimulate local economic growth.
Cooperatives foster social cohesion,
community participation, and inclusiveness.
They provide a platform for members to
actively participate in decision-making
processes and collectively address common
challenges. Cooperatives promote democratic
governance, equity, and shared benefits among
their members, which strengthens social
capital and contributes to overall community

development.

It's important to note that the economic
contribution of cooperatives can vary over
time and is influenced by factors such as
government policies, market conditions, and
the overall economic environment. To obtain
the most accurate and up-to-date information
on the current economic contribution of
cooperatives in Sri Lanka, it would be
advisable to refer to recent reports and studies
published by government agencies,
cooperative federations, or other relevant
institutions. Overall, cooperatives in Sri
Lanka are vital economic and social

organizations that empower individuals, drive

economic development, and foster
community well-being. They provide a
collaborative and inclusive model of business
that prioritizes the interests and needs of their
members and contributes to the overall socio-

economic progress of the country.
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Policy Brief

A call for collective approach:

Agriculture Cooperatives for bright future

Farmers have been a major group of the population
of Sri Lanka over the history. Agriculture sector
employs 25.5% of the Sri Lankan population, but
only contributes 7% of the Gross Domestic
Product of Sri Lanka. Although various subsidy
programs (fertilizer, debt relief etc) have
introduced in post-independence era living
standards of farmers has not been uplifted
drastically. According to Bandara, et al. (2016-
2018) almost all the crop-growing farmers has
always pointed out the issues with marketing of
their products. Therefore, it is vital to find a
solution to identify market mechanism to sell agro

products.

It is found that farmers have sold their products
mainly to private dealers (so called village
collectors) and to economic centers. As a result,
farmers are unable to get direct profit. Surveys
expose that the major issue is pest attacks and
diseases. Second major issue faced by low country
vegetable farmers is marketing. It also reveals that
the price farmers received was not adequate to
cover the input cost and cost of living especially

during the harvesting time.

It was evident by the news reports that paddy,
other field crops, vegetable, fruit farmers grieve
for low price they obtain for products specially in

Anuradhapura, Matale, Nuwaraeliya and

P.M.D.W.D.Pallawala

Monaragala districts. Most of them destroy
unsellable products or put it to wild elephants. The
farmers blame the drastic difference between
wholesale and retail price where intermediate
parties gain the profit and farmers always lose
profit in farming.The affected farmers may
discouraged to re-engage in Agriculture leading to
decrease in agro products. Additionally, farmers
do not re-invest in agriculture, as they do not get
profit. Subsequently farmer community remain in

poor living standard.

JAICA Inc. (2013) in their report says that
private sector takes major role in agricultural
marketing operation except for indispensable
government intervention. In the present policy
framework of Sri Lanka, systems of pre-contracts
among direct producer, export companies,
packaging firms, and wholesalers will be

promoted.

In order to achieve above objective, two
alternative policies are suggested to overcome
market issues of farmers. They are, contract
farming with supermarket/agri business chains
and agriculture cooperative system. Since the
super market chain is still not strong in Sri Lanka it
is suggested to establish government steered
cooperative establishment dedicated to agro

farmers. The farmers, auxiliary agriculture service
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providers will be the shareholders of the
cooperative and the elected executive committee
from the farming community will be in charge of
making links and come into agreements with
buyers and in charge of selling products. The
cooperative holding may also acquire capital
assets for the benefit of farmers and supply
financial services to the farmers including crop
insurance. The elected members should have good
management capacity for decision-making and
execution. Nevertheless, farmers will have to

depend on the decisions of the executive

committee. Since the cooperative holding is able
to self-finance farmers will be able to share
transport and other services, share agro
mechanical equipment. Farmers as a group will be
able to negotiate with purchaser and therefore get

fair price for their products.

Responsibility of monitoring and evaluation of
the objectives can be given to Ministry of Trade,
Department of Cooperative Development, and

Ministry of Agriculture.
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Global Challenges in the Co-operative Movement:

Overcoming Obstacles for a Sustainable Future

The Co-operative movement has a rich and
diverse history that spans several centuries. In
early Roots of 18th-19th century, the Co-
operative movement traces its origins to the
industrial revolution, a period of significant
social and economic change in Europe. In
response to harsh working conditions and
exploitation, workers began organizing
themselves into mutual aid societies and self-
help groups. One of the earliest notable
examples is the Rochdale society of equitable
pioneers, founded in England in 1844, which
established the Rochdale Principles that
became fundamental to the Co-operative
movement. Accordingly, the Co-operative
movement gained momentum in the late 19th
century Co-operative principles and values
were codified. The principles emphasized
democratic decision-making, equitable
distribution of benefits, voluntary
membership and education. Co-operative
movements spread across Europe and North
America, leading to the formation of various
types of Co-operatives, such as agricultural
cooperatives, consumer cooperatives, and

creditunions.

Hence, in 1895, the International
Cooperative Alliance (ICA) was established to

promote the cooperative movement globally.

Dinusha Dissanayake

The ICA developed Co-operative principles,
organized international conferences, and
facilitated collaboration and knowledge
sharing among Co-operatives worldwide. It
continues to be a key organization
representing and supporting Co-operatives on
a global scale. Moreover, Throughout the 20th
century, the Co-operative movement
continued to grow and diversify. Co-
operatives expanded into sectors such as
housing, healthcare, insurance, and worker-
owned enterprises. Notable examples include
the Mondragon Corporation in Spain, which
grew into a large federation of worker Co-
operatives, and the Co-operative movement in
Kerala, India, known for its success in various

sectors.

Further, the history of the Co-operative
movement is extensive and complex, with
numerous regional variations and
contributions from different countries and
cultures. It has played a significant role in
empowering individuals, promoting
economic democracy, and fostering
community development. Today, Co-
operatives continue to be a vital part of the
global economy, with millions of members
and a wide range of sectors they operate

in.The Co-operative Movement in Sri
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Lanka: Empowering Communities for
Progress

The Co-operative Movement in Sri Lanka
has a rich history that spans over a century. It
has played a significant role in empowering
communities, promoting economic
development, and fostering social cohesion
across the island nation. Co-operatives have
emerged as vital institutions, fostering self-
reliance, equity, and sustainable development.
The origin of the Co-operative Movement in
Sri Lanka can be traced back to the late 19th
century during the British colonial era. The
movement gained momentum with the
formation of the first co-operative society in
1906, known as the "Sinhala Bauddha
Sahayaka Sabha" in Colombo. The primary
objective was to alleviate poverty and
empower rural communities by encouraging
collective action and pooling resources.
Consequently, during the post-independence
period, the government recognized the
potential of Co-operatives as an effective tool
for socio-economic development. It actively
promoted the formation of Co-operative
societies across various sectors, including
agriculture, fisheries, housing, consumer
goods, and credit unions. The Co-operative
Department was established in 1948, played a
crucial role in providing guidance, support,
and regulatory oversight to co-operatives

throughout the country.

At the heart of the Co-operative Movement
in Sri Lanka are the internationally recognized

Co-operative principles, which guide the

functioning of Co-operative societies. These
principles include voluntary and open
membership, democratic control, equitable
distribution of benefits, autonomy, education
and training, and concern for the community.
Thus, Co-operative societies operate on the
principle of "one member, one vote," ensuring
equal participation and decision-making
power for all members. They prioritize the
welfare and interests of their members,
promoting inclusive development and social
justice. Co-operatives also provide valuable
training and educational programs to enhance
members' skills, knowledge, and capacity for

self-governance.

On the other hand, the Co-operative
movement in Sri Lanka has made significant
contributions to the socio-economic
landscape of the country, particularly in rural
areas including Agriculture and rural
development, micro financing, retail business,
housing and infrastructure, social welfare and
empowerment. Agricultural co-operatives
have played a crucial role in improving
farming practices, enhancing productivity,
and ensuring fair prices for farmers. They
have facilitated access to credit, agricultural
inputs, and modern technologies,
empowering farmers and boosting rural

livelihoods.

The Co-operative credit unions, commonly
known as "Thrift and Credit Societies," have
provided financial services to underserved
communities, enabling access to affordable

credit, savings facilities, and insurance. These
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initiatives have helped reduce dependency on
exploitative moneylenders and promote
financial resilience among low-income
individuals. Besides, Consumer co-operatives
have focused on ensuring fair prices, quality
products, and essential commodities for their
members. By eliminating intermediaries, co-
operatives have brought down costs and
provided access to affordable goods,
benefiting both urban and rural consumers.
Also, housing co-operatives have facilitated
affordable housing solutions for low-income
families. These initiatives have provided
secure housing options, improved living
conditions, and promoted community
development through collective efforts. In the
meantime, Co-operatives have also
contributed to social welfare programs,
including healthcare, education, and women's
empowerment. They have supported
initiatives such as healthcare clinics,
scholarships, vocational training centers, and
women's co-operatives, creating avenues for
economic independence and social mobility.
While the Co-operative Movement in Sri
Lanka has achieved commendable success, it
continues to face challenges. Some of these
include inadequate financial resources,
limited access to markets, governance issues,

and insufficient infrastructure.

Global Challenges in the Co-operative
Movement

The Co-operative Movement, as a global
phenomenon, has made significant
contributions to economic, social, and

environmental development. However,

despite its accomplishments, co-operatives
face various challenges that hinder their
growth and potential impact. This article
examines some of the key global challenges
confronting the Co-operative Movement and
explores strategies to overcome them,
ensuring a sustainable future for co-operatives
worldwide. Accordingly, the Co-operative
movement faced various challenges over the
years, including economic downturns, legal
barriers, and ideological conflicts. However,
Co-operatives demonstrated resilience and
adaptability with many continuing to thrive
and contribute to local economies and

communities.

In recent decades, the Co-operative
movement has adapted to a changing
economic landscape. Co-operatives have
embraced technology, digital platforms, and
social media to enhance their operations,
communication, and member engagement.
They have also focused on sustainability,
social impact, and innovation to remain

relevant and address emerging challenges.

Financial Sustainability

One of the primary challenges faced by Co-
operatives is ensuring financial sustainability.
Limited access to capital, inadequate financial
management and the need for constant
reinvestment often pose significant obstacles.
Co-operatives must focus on developing
robust financial systems, exploring innovative
financing mechanisms, and establishing
partnerships with financial institutions to

secure adequate funding for their operations
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and growth.

Market Access and Competitiveness
Co-operatives often struggle to access
markets and compete effectively with larger,
conventional enterprises. Limited marketing
expertise, inadequate infrastructure and
difficulties in meeting quality and certification
standards can hamper Co-operatives' ability to
penetrate local and international markets.
Strengthening market linkages, investing in
market research, enhancing product quality
and branding and promoting fair trade
practices can help co-operatives overcome
these challenges and become more

competitive.

Governance and Management

Effective governance and management are
crucial for the success and sustainability of
Co-operatives. Issues such as lack of
transparency, frauds, political influence, weak
accountability mechanisms and insufficient
leadership development can undermine the
functioning of co-operatives. It is imperative
to promote good governance practices,
provide training and capacity-building
opportunities for members and managers and
establish clear structures for decision-making,
ensuring accountability, and fostering

responsible management.

Technological Advancements

In an era of rapid technological
advancements, Co-operatives face the
challenge of adapting to new technologies to

remain relevant and efficient. Embracing

digital tools, such as e-commerce platforms,
data analytics, and supply chain management
systems can help co-operatives streamline
operations, enhance productivity, and reach a
wider customer base. Governments, co-
operative support organizations, and
stakeholders must collaborate to provide
technical assistance, infrastructure, and
training to ensure co-operatives can harness

the benefits of technology.

Advocacy and Recognition

Co-operatives often struggle with a lack of
recognition and support from policymakers,
leading to limited access to resources, legal
protections, and favorable policies. Advocacy
efforts should focus on raising awareness
about the unique contribution of co-
operatives to socio-economic development,
influencing policy formulation, and ensuring
a supportive legal and regulatory
environment. Building alliances with like-
minded organizations, engaging in dialogue
with policymakers, and showcasing
successful co-operative models can help gain

recognition and support for co-operatives.

Sustainability and Climate Change

In the face of global challenges such as
climate change and environmental
degradation, co-operatives have a crucial role
to play in promoting sustainable practices and
fostering resilience. Co-operatives can
encourage eco-friendly production methods,
renewable energy initiatives, waste
management systems, and sustainable

agriculture practices. Collaboration with
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environmental organizations, promoting
green certification, and integrating
sustainability into the core values and
operations of co-operatives are essential steps

towards addressing these challenges.

Potential future trends that might shape the

cooperative movement

1. Technological Integration
Co-operatives are likely to adopt and
leverage emerging technologies to enhance
their operations and reach. This could
involve utilizing blockchain for transparent
governance and supply chain management,
employing artificial intelligence and
automation to streamline processes or
utilizing digital platforms for improved

member engagement and participation.

2. Sustainability and Ethical Practices
With the growing awareness about
environmental and social issues, there is a
rising demand for sustainable and ethical
practices. Co-operatives are expected to
prioritize sustainability initiatives such as
renewable energy projects, fair trade
partnerships, and eco-friendly production
methods, aligning their values with those of

environmentally conscious consumers.

3. Collaborative Networks
Co-operatives might increasingly
collaborate with each other to strengthen
their collective impact. This could involve
forming cooperative alliances or networks

to share resources, knowledge, and best

practices. Collaborative efforts can help
co-operatives tackle common challenges,
improve economies of scale, and enhance

their overall influence.

. Digital Platforms and Member

Engagement

The use of digital platforms and online
tools can facilitate member engagement
and participation. Co-operatives may
establish interactive online platforms,
enabling members to connect, vote,
provide feedback, and access information
easily. This can lead to increased
transparency, inclusivity, and democratic

decision-making within co-operatives.

. Diverse Membership and Inclusion

Co-operatives may actively focus on
diversifying their membership base and
promoting inclusion. Efforts may be made
to engage younger generations, minorities,
and marginalized communities to ensure a
broader representation within co-
operatives. Inclusivity initiatives can help
co-operatives remain relevant, innovative,

and reflective of societal diversity.

. Impact Investing and Social Enterprise

Co-operatives might explore impact
investing and develop social enterprise
models. By attracting investments from
individuals and institutions interested in
generating social and environmental
impact alongside financial returns, co-
operatives can expand their capacity to

address pressing societal challenges while
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remaining economically sustainable.

7. Advocacy and Policy Influence
Co-operatives may seek to strengthen their
advocacy efforts and influence policies that
support their growth and development. By
actively engaging with policymakers and
participating in public debates, co-
operatives can raise awareness about their
contributions to the economy, employment
and community development, leading to

more supportive legislative frameworks.

These are potential trends that may shape
the future of the Co-operative movement.
However, it's important to note that the future
is uncertain and actual developments may
differ. To get the most up-to-date and accurate
information recommend referring to recent

research and industry publications further.

Conclusion

The Co-operative Movement is a global
phenomenon which has demonstrated its
potential for inclusive and sustainable
development, global challenges persist.
Financial sustainability, enhancing market
access, strengthening governance and
management, embracing technology,
advocating for supportive policies and
sustainability were the most dominant
challenges faced by the Co-operative
movement at present. Further, governments,
international organizations, co-operative
support networks, and stakeholders must
collaborate to create an enabling environment
for co-operatives, empowering them to thrive
and contribute to a more equitable and

sustainable world.
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