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a hypothesis, some of the scope and limitations of said regulation to provide real 
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Introduction 

As a result from the debate that started in the IV Summit of the Americas about 

cooperative ways to contribute to the compliance of the Sustainable Development Goals 

(SDG), the V Summit is promoted, with the motto: "The Cooperative Movement at a 

Time of Global Challenges”. The aim is to refine the cooperative vision and elaborate 

proposals for globally relevant issues. 

The goal of this document is to contribute to the second thematic area of the V Summit, 

"Cooperatives and the Financial System for Sustainable Development" and in particular 

to the subtheme "Vision and Proposals for the Global Architecture of the Financial 

System". 

The study of the global architecture of the financial system necessarily leads us to 

understand the implications of international financial regulation in each country, which 

is required by the legal dispositions issued in each country. 

The application of regulations has the power to directly or indirectly encourage or 

discourage certain behaviors. 

 
 

1 The opinions expressed in this paper are those of the author and do not necessarily reflect the opinion of 

the Cooperatives of the Americas or the Co-operative Confederation of the Argentine Republic. 
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This document intends to offer a preliminary revision of the applicable regulation to 

saving and credit cooperatives (SCC) in Colombia issued during the last 20 years, with 

a special emphasis in financial regulation; it discusses, as a hypothesis, some of the 

scopes and limitations that said regulation has to provide real contributions to 

sustainable development. 

The document consist of four parts: the first part offers a characterization of the SCC 

from a legal point of view; the second part indicates the topics of regulation of the SCC 

currently in force issued in the last 20 years up to the present date; the third part shows 

the perspectives of financial regulation for the next few years; the fourth part provides a 

brief overview of the implications of a commitment to Sustainable Development; and 

the fifth and last part analyzes some issues regarding regulation and its possible 

contributions to the SDG. Finally, some conclusions and recommendations are 

provided. 
 

Characterization of the SCC in Colombia 

According to Colombian legislation, the cooperative financial activity exists when 

demand or fixed-term deposits from members or third parties are collected and placed in 

active credit operations (loans, discounts, advances, etc.), as well as any general use or 

investment made from these collected resources (Act 454, 1998). 

This same Act distinguishes two types of cooperative entities that perform financial 

activities: 

- Financial cooperatives: those able to lend specialized services to members or to non-

associate third parties; and 

- The SCC: those that lend their services exclusively to members, in a specialized, 

multi-action or integral manner, according to the requisites required by law2. 

 

SCC Regulation in Colombia during the last 20 years 

The Colombian Political Constitution (C.P.C.) establishes: 

"The free right of association is guaranteed for the development of the different 

activities that people perform in society..." (Article 38). 

"The State will protect and promote the associative and charitable forms of 

property" (C.P.C. subsection 3, article 58). 

"...companies, as the foundation for development, have a social function and this 

implies obligations; the state will strengthen solidarity organizations and will 

encourage business development..." (C.P.C. subsection 3, article 333). 

In the same way, the CPC establishes as a function of the President of the Republic, in 

its role as Head of State, Head of the Government and Supreme Administrative 

Authority to carry out, according to law, the inspection, oversight and control of the 
 
 

 

2 The object of this document is the SCC and in particular the ones that lend services in Colombia. 
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people who perform financial activities, as well as of the cooperative entities.  (C.P.C. 

numeral 24, article 189). By law, this function, in connection to the SCC, is attributed to 

the Superintendency of Solidarity Economy. 

It is upon these constitutional bases that the entire regulatory architecture is built. The 

National Congress has passed the laws; the National Government, the decrees (mainly 

promoted by the Technical Vice-Ministry of the Ministry of the Treasury and Public 

Credit); the Superintendency issued the memos and resolutions, all of this to make 

effective the application of the corresponding regulation3. 

Below are briefly presented the main regulated aspects which are subject to the 

supervision actions performed by the Supersolidaria. 
 

Regulation aspect Goal 

Minimum capitals To prevent that cooperatives with a capital 

lower than the one established by Law from 

developing saving and credit activities. 

Solvency relationship To establish adequate amounts of capital to 

support the risk actives owned by the entity. 

Limits to individual credit lines 

and to the concentration of 

operations 

To prevent active credit operations, 

investments and saving gathering that a 

physical or legal person might perform from 

directly or indirectly exceeding the 

proportions established by the regulation. A 

special reference is made to the rules that 

regulate the financial sector. 

Liquidity risk To manage the liquidity risk and to 

establish an amount effective or equivalent 

to the cash that is immobilized as backup 

to the amount collected for the liquidity 

needs outside the respective plan. 

Managing of the credit risk To give instructions to manage the credit 

risk 

International Financial 

Reporting Standards (IFRS) 

To give instructions for the 

acknowledgment, valuation, disclosure 

and presentation of financial estates. 

 
 

3 The current legal development applicable to saving and credit cooperatives in Colombia is presented in 

the attached document. 
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Management and internal 

functioning of the entity 

Among other aspects, the objective is to 

regulate: the constitution, registry, 

possession of direction and control 

bodies, functioning of management and 

control entities, opening hours, office 

opening, and advertisement, enrollment in 

the Fogacoop and statutes reform. 

Risk management Instructions are given for the 

implementation of an risk management 

integral system (SIAR, by its acronym in 

Spanish) 

 Control of asset laundering How to control asset laundering. 

Self regulation and social control Who exerts the self control and the 

social control; tips on how to perform 

these functions. 

Regulation of other aspects Among other aspects, the monitoring of 

liquidation processes and the ownership 

take-over to manage and liquidate are 

regulated. 

 

Perspectives of financial regulation for the next few years 

The regulation topics previously mentioned are fundamentally based on the orientations 

given by international organisms regarding financial regulation, asset laundering and 

accountability policy. 

It is necessary to mention that the financial crisis of the main economies in the world at 

the beginning of this century showed problems in the identification, determination and 

control of risks; if these risks occurred they would affect not only the financial entities 

but the entire economy.  This caused the modification of the guidelines of the Basilea 

Committee regarding international financial regulation, which meant the issuing of the 

set of rules called Basilea III and its application for the financial system in general is 

expected for January 1st 2022 and must be completed by 2027. 

The supervision organs have the essential mission to guarantee the stability of the 

financial system by insuring the compliance with the regulation rules issued in each 

country based on international financial regulation. These are the reasons presented to 

indicate that the financial regulation applicable to the SCC should be brought from the 

international financial regulation. 
 

The Commitment to Sustainable Development 

We live in times of transformations at a tremendous speed; technology has taken over 

and revolutionized the whole world.   It is now possible to communicate from different 
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places in the world with one or several people at the same time. There have been 

numerous improvements in the health sector and applications that contribute to an 

improved life quality have been developed. Employment has also changed due to the 

introduction of new production, commercialization and consumption methods. We live 

in a different society. 

However, the question is why have we not been able to find with that same speed the 

definite solutions to critical problems of great significance for humanity:  According to 

the World Bank (n.d.) in 2013, 10.7% of the world population lived with less than USD 

1.90 a day; according to UNESCO (2015) in 2014, 11.3% of the population had 

malnutrition problems; according to the Inter-American Development Bank (2016) in 

2015, 881 millions of people lived in informal urban settlements; according to FAO 

(2017) in 2016 hunger increased and affected 816 millions of people around the world; 

according to the World Bank, 12.65% of the people in the world do not have access to 

electricity; according to the WHO (2017) each year 1.7 millions of children die in the 

world due to environmental pollution; according to Duke University, 153 millions of 

premature deaths caused by pollution could have been avoided by reducing the 

emissions of fossil fuels (Drew, 2018). It seems that the economic and political leaders 

of the world are focused on increasing their individual riches and on undermining 

collective wealth. Many countries in the world are immersed in deep conflicts lasting 

many years of despair and death; they leave no time to try to find a solution for the 

problems that may be causing them. 

To face these big problems in the world, in September, 2015, over 150 Heads of Estate 

and of Government gathered in the sustainable Development Summit in which the 2030 

agenda was approved; this agenda states 17 goals of universal application to which 

these nations are committed since January 1st, 2016 in an effort to achieve a sustainable 

world by 2030. Below, the 17 agreed goals (United Nations, n.d.): 

 Goal 1 - End poverty 

 Goal 2 - Zero hunger 

 Goal 3 - Good health and well-being 

 Goal 4 - Quality education 

 Goal 5 - Gender equality 

 Goal 6 - Clean water and sanitation 

 Goal 7 - Clean and affordable energy 

 Goal 8 - Decent employment and economic growth 

 Goal 9 - Industry, innovation and infrastructure 

 Goal 10 - Reduction of inequalities 

 Goal 11 - Sustainable cities and communities 

 Goal 12 - Responsible production and consumption 

 Goal 13 - Climate action 

 Goal 14 - Underwater life 
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 Goal 15 - Life of terrestrial ecosystems 

 Goal 16 - Peace, justice and strong institutions 

 Goal 17 - Partnerships to accomplish the objectives 

It is necessary to point out that the cooperative movement, and the social and solidarity 

economy in general, emerge as an alternative that contributes in the search for solutions 

for said problematic. On this topic, Nobel laureate in Economic Sciences, Joseph 

Stiglitz, said in the International Cooperative Summit of 2016 in Quebec: 

"We should learn from cooperatives, "..."If we do so, we will change our 

economy, globalization and who we and our children are. These alternatives 

make a huge difference. I think that we can build a better world where the 

economy works better for all of us, with a focus on solidarity." (International 

Cooperative Alliance, 2016) 

The International Cooperative Alliance shows the potential that cooperatives have in the 

world. According to its estimates, the 2.600.000 cooperatives that exist in the world 

associate more than 1.2 billion people (the sixth part of the world's inhabitants) and they 

provide jobs to 280 million (10% of the employed population in the world) (ICA, n.d.). 

In general, the cooperative movement and social and solidarity economy respond to 

organizational models that differ from traditional economy. These models are based on 

values and ethical principles that prioritize the satisfaction of the needs and ambitions of 

its members, needs that are more important than the acquisition of individual wealth. 

Capital is a medium, not an end. These organizations base their actions mainly in 

mutual assistance and cooperation, which necessarily should lead to achieving the SDG. 

Therein lays the importance of the International Cooperative Alliance proposal of 

transforming these organizational models in indisputable leaders of economic, social 

and environmental sustainability in every country. 

In that sense, cooperatives and social and solidarity economy in general must adopt, in 

every country where they are, a bigger role that allows them to have more incidence in 

the formulation and implementation of public policies oriented to long term solutions to 

problems in their territory. 

According to the World Bank (2008), 75% of the poor population in the world lives in 

rural areas. This indicates that an agricultural growth focused on small farmers would 

reduce poverty more than non-agricultural growth. 

OXFAM (2018) points out the need of implementing policies aimed at rewarding work 

and not wealth. These policies could be led mainly by cooperatives and social and 

solidarity economy. 

The counseling organ of the United Nations responsible for social development, the 

foundation for global development, the Commission for Social Development, in its 

session number 56, recognizes the urgency of analyzing "strategies to eradicate poverty 

and to achieve sustainable development for everybody" by considering it a priority this 
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year. The Commission examined many of the factors that led to poverty, like 

unemployment, climatic change, discrimination and inequalities, among others. 

With the objective of finding actions for the cooperative movement, the International 

Cooperative Alliance (ICA) proposes the following question: What is the role of the 

cooperative movement in social development? (International Cooperative Alliance, 

2018) Regarding this aspect, the ICA has acknowledged the struggle against poverty as 

one of the working areas in which cooperatives can contribute to the implementation of 

the SDG and it has promoted a very important campaign for cooperatives to commit 

with these objectives. The question of the ICA must be at the center of the debate 

regarding the global architecture of the financial system and its incidence in the SCC to 

contribute to the compliance of the SDG. 
 

Will the regulation of the SCC be able to support the elaboration of 

proposals for the compliance of the SDG? Some Suggestions to Achieve 

this with a Greater Efficiency 

Committing to sustainable development in a document that studies the applicable 

regulation to the SCC necessarily leads us to pose other questions that will not be solved 

in this document or in the Summit, but they should be part of the topics of debate 

regarding the contributions of the SCC to sustainable development. Questions such as 

how will the existing regulation and the changes that arise from the application of 

Basilea III help cooperatives to contribute to the compliance of the SDG? 

Will all this effort of regulatory development contribute to the construction of 

cooperatives that promote the sustainable development that humanity so direly needs? 

Should we leave this problem of social development to farmers' cooperatives and 

organizations from the rural sector? Can we fragment knowledge and deal with financial 

regulation as an issue separate from sustainable development? 

With regulation, certain rules or norms are defined and these must be adjusted to the 

SCC. Its applicability, following the constitutional mandate, should lead to the 

protection of these organizations and their subsequent strengthening for achieving their 

goals. 

Regarding protection, regulation has contributed to risk management. It is important to 

emphasize that the SCC are an organizational model that differs, for many reasons, from 
the capitalist business model in the financial system. It is worth highlighting what 

Fischer & Desrochers have said on the topic: "the shareholders in banks4 are subject to 

assuming risks superior to those that are convenient for creditors" and since deposits are 
public goods, the state must take "regulation measures that tend to limit the risk taking 
of shareholders". Cooperatives, on the other hand, may be governed by its net debtors or 

by its net creditors; this domain can be translated in "uneven management policies, 

depending on the group of interest that exerts the leadership", unlike banks with shares, 
 
 

 

4 To whom the international financial regulation norms are addressed. 
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in which the leadership belongs to the one with the majority of the capital (Fischer & 

Desrochers, 1999). To face this problem, it is suggested to introduce a regulation that 

strengthens the democratic control, promoting more participation of the members and 

encouraging self-regulated processes. This could be an efficient tool to protect 

cooperatives from bad management. 

To find regulation measures that strengthen the SCC in order to make contributions to 

the SDG, it is recommended to study deeply every regulated item. Below we provide an 

analysis of some of them and propose, as hypothesis, some improvements. 

Minimum capitals: establishing minimum capitals prevents small organizations from 

using the savings of their own members as a source for financing. It is important to note 

that before this norm existed, during the crisis of financial entities in the '90s, the most 

affected were the biggest cooperatives, not the small ones. It would be worth it to study 

the possibility of making these capital amounts more flexible and promoting instead the 

consolidation of local goods, encouraging cooperation at a regional, sectoral and 

national level. This would change the economic model of participation, by making it 

less competitive and more cooperative. 

Solvency relationship: promote growth on the basis of the patrimonial strengthening.    

Patrimonial strengthening can be produced by new contributions of the members (made 

regularly, according to the statutes) or by the institutional capital growth, represented in 

the reserves and patrimonial funds. This reserves and funds growth can be accomplished 

in two ways: through contributions or through the appropriations of the economic 

results of each exercise. It would be relevant to consider a regulation that includes other 

ways of accumulation (economic and social) from the basis of cooperation. That would 

definitely contribute in a direct way to the compliance of the SDG. 

Credit Portfolio: It is mainly oriented to consumption and not to production; it would be 

relevant to aim the regulation to establish mechanisms for placing credit to people who 

cannot afford them today but need them. It is necessary to be innovative when 

regulating issues such as payment capacity, debtors' solvency, guarantees, ways of 

payment, and in general all those aspects related to credit operations that contribute to 

the risk management inherent in these operations, but it must also allow access to the 

sectors of the population that do not have it yet. 

Integration: The regulation must strengthen the cooperation between cooperatives and 

the rest of the organizations of solidarity economy. It is recommended to encourage 

solidarity production, commercialization and consumption (see Obregon Puyana, 

Rodríguez Espinosa, Sánchez Álvarez, & Castillo Sandoval, 2014).  To promote, in the 

financial sector, the strengthening at a local level of cooperative organizations, their 

inclusion on other cooperative organizations that are regional, sectoral or national, so 

that they constitute true financing sources. 
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This local strengthening must be supported by regulation to reassure self control 

mechanisms in each organization as well as within the sector to guarantee a proper 

functioning of the cooperative organizations. 

Regarding the applicability of the IFRS, an accounting system is required, in which the 

members of cooperatives are users of financial information with different requirements 

from the investors, lenders, or creditors in other business organizations. 
 

Conclusions and recommendations 

Regulation influences the behavior of organizations, so if after considering scenarios of 

financial control, scenarios that allow the deepening of cooperation against competition 

are also consider, social results against economic results, regional consolidation against 

growth with national coverage; in this way, the SCC could count with better tools to 

make important contributions to the SDG. For this, it is important to take under 

consideration that cooperatives, and also social and solidarity economy organizations, 

are a different way of making business and, therefore, economy. 

It would be favorable to perform studies that allow the identification of the economic 

value of the SCC and the value added to its members, which does not necessarily 

correspond to their generation of performances and distribution. 
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ANNEX 
 

Legal dispositions General objective of the rule 

Act 79, 1988 To establish a legal framework for 

cooperatives in Colombia 

Decree 1840, 1997 To expand prudential regulations norms 

of the SCC abrogated by the Decree 037 

of 2015 

Act 454, 1998 To establish the legal framework for the 

organizations of solidarity economy 

(including cooperatives), to establish 

public entities for the control and 

supervision of solidarity economy and to 

establish a general legal framework of 

the financial activity in cooperatives. 

Decree 037, 2015 Update of prudential regulation norms 

for the SCC 

Decree 790, 2003 Norms are established regarding the 

management and administration of risk of 

liquidity for the entities that perform 

saving and credit activities 

Public circular 004 of 2008 Basic 

Financial and Accounting Circular 

with 6 reforms up to date 

It provides instructions about elements 

on financial states, such as credit 

portfolio, investments, etc. The social 

contributions and funds for the entities 

of the solidarity economy are 

highlighted. 

Act 1314, 2009 International norms of financial 

information and of information assurance 

are adopted. 

Decree 2555, 2010 

Applicable title 2 and 3 from the 

book 1 from the part 2 of this decree 

It collects and reissues some of the 

norms of the financial, assurance and 

stock market sectors with 111 reforms up 

to date. 

It includes a special reference to the 

individual limits of credit and to the 

limits of risks concentration. 

Decree 2420 of 2015 (revised or added 

4 times) 

The Unique Regulatory Decree of Norms 

for Accounting, Financial Information and 

Information Assurance is issued. 
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Basic Legal Circular 2015 It provides instructions about 

authorizations to practice financial 

activities, the functioning of the entity, 

control of asset laundering, monitoring of 

liquidation processes and ownership take-

over to manage and liquidate. The 

instructions about self control and social 

control need special attention. 

Circular, 2015 Instructions for the implementing of an 

integral system of risk management 

(SIAR) 

Decree 960 of 2018 Some dispositions regarding saving and 

credit activity in entities of solidarity 

economy are incorporated to the decree 

2555 of 2010 

Decree 961 of 2018 Some dispositions related to the area of 

solidarity economy that lends saving and 

credit services are incorporated to the 

decree 1068 of 2015, Unique Regulatory 

Decree from the Sector of the Treasury 

and Public Credit. 
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