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Message from Project Director
Sri Lanka takes great pride in its rich heritage, with a written history that spans thousands of years.
Its fertile soil, diverse landscapes, and strategic location have long made it an ideal hub for farming. 

While agriculture evolved globally, Sri Lanka faced challenges. The industry became less profitable
and labourintensive, compounded by the introduction of an open economy. The fragmentation of
cultivable land into small, inefficient plots further compounded the challenges as farming was no
longer seen as a reliable career. 

Sri Lanka allocates a significant portion of its foreign exchange on importing agricultural commodities.
Recognizing the potential of its nutrientrich soil, the government saw an opportunity to cultivate
crops that meet international demand while reducing imports and boosting foreign exchange through
exports. To capitalize on this, the government prioritized advanced agricultural technologies. In 2017,
the "Agriculture Sector Modernization Project"  (ASMP) was launched with  the World Bank funding..

The project focused on areas where Sri Lanka had the most potential, such as exportoriented tropical
fruits and vegetables. It started pilot project in year 2018 with World bank funding with seven districts
(Jaffna, Mulaithevu, Batticaloa, Anuradhapura, Polonnaruwa, Mathale and Monaragala) in five
provinces and expanded with the grant of the European Union, in another five districts (Kilinochchi,
Vavuniya, Ampara, Kandy, Badulla)

Over the past seven years, the project had transformed the concept of "farming" in Sri Lanka. Once
viewed as an unattractive profession, farming had become a thriving opportunity, attracting the new
generation. This shift had marked a major change in societal attitudes and had empowered farmers
as agropreneurs, driving innovation and growth in the agricultural sector.

The project   focused to highdemand tropical fruits and vegetables. Small farms were consolidated
into larger groups of 300 to 400 entrepreneurs into Agriculture Technology Demonstration Parks
(ATDPs) and modern   technologies were introduced. The project secured a loan of USD 64 million
from the World Bank, along with a grant of USD 25 million from the European Union. To date, the
project has generated USD 65 million in foreign exchange earnings, with potential savings of up to
USD 3 million domestically.

The project introduced innovative methods for increasing land productivity. Techniques like high
density doublerow planting and the "espalier" method allowed agroprenuers to double or even
triple their yields. Automated watercontrolling systems based on weather station data ensured an
effective use of water supply, enhancing productivity reducing use of fertilizer.  Solar energy was
harnessed to power these systems, reducing reliance on the main electricity supply.

A key initiative of the project was the transition from individual farming to the establishment of
farmer companies. Farmers were organized into "Public Unlisted Companies (PUC)," raising the status
of farming from a mere livelihood to an esteemed profession. This shift established a structured
system, elevating agriculture to a professional level and instilling a sense of pride in the farming
community.

Farmers of the Agriculture Technology Demonstration Parks of the Agriculture Sector Modernization
Project (ASMP )  were organized into Farmer Producer groups and these groups were later registered
as Farmer Companies under the Companies Act No 7 of 2007, in the Public Unlisted Company
category. There are 59 Farmer Companies already functioning in the ASMP crop clusters.

The Farmer Company model facilitated direct business transactions between local farming
organizations and international buyers, creating new global business opportunities
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Specialized processing centres for each Farmer Company ensure that crops are processed, graded
and packaged according to international standards. This system provides the buyers with access to
highquality products through a structured, wellorganized, and accountable framework, ensuring
benefits for both agropreneurs and buyers alike.

The concept of Farmer Companies has gained widespread recognition across the country and is
rapidly becoming a successful privatesector agricultural business model.

Institutional Development Consultant of the EU component, Mr.M.Z.M Farhad has developed this
Operational Manual to provide necessary directions on operational aspects and good governance
to enable shareholders (Farmers) in the management of PUCs to undertake best business practices
to facilitate sustainable development ensuring the shareholders for long stay with the company.

Dr. Rohan Wijekoon
Project Director
Agriculture Sector Modernization Project
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Message from Training and Institutional Specialist
Public Unlisted Company (PUC) Model is introduced by the Agriculture Sector Modernization Project
(ASMP – 2) to make a Paradigm shift from traditional approach of grouping farmers for alleviated
bargaining power and improving competitive advantage of the Agriculture Sector of the Country. 

The history of Farmer Producer Organizations (FPO) in Sri Lanka goes back many decades.  There
have been several formats of the FPOs established and tried in the country to accomplish goals
ranging from managing irrigation systems to rural development initiatives.  Few of these FPOs have
managed to raise rural smallholder farmers’ agribusiness and household incomes.  However, the
FPOs have been identified as a vehicle to mobilize resources for sustainable rural development.  A
FPO can be defined as a formal institution which is farmerbased and farmercontrolled, setup with
the objective of serving both individual farmer and farming community’s needs. However, few success
stories exist for commercially successful farmers owned FPOs in the country so far. 

Agriculture Sector Modernization Project (ASMP) promote new technologies of farming among rural
farmers in order to make them entrepreneur farmers. The ASMP project aims to improve farm
productivity not only by improving farming technologies but also intervene by improving their
entrepreneurial capacities of the farmers. In this respect each and every beneficiary farmer selected
through an interview process has been given or yet to be given Farmer Business School Training
(FBS). The training is aiming to impart entrepreneurship knowledge among farmers so that they will
be able contribute for AMSP activities and communicate with the business community. Nearly 14,000
farmer beneficiaries are the participated with this projects. The project firmly believes the
technologies provided helps farmers to produce relatively highquality harvest with large quantities
and therefore it fetches higher price due to improved quality. If beneficiaries attempt to market their
produce individually, they will be trapped on to buyers’ market as they do not have bargaining power.
Further, project plan to impellent cluster level farmer groups for collective marketing, value addition
and input sourcing. In addition to that cluster level processing centers have been established which
requires managing those centers with high professionalism. Not only that, organization structure
and form of business should be in par with the scale of operation of those centers. Therefore, project
decided to move away from conventional dependency society’s structure to more commercial
oriented form of business which attracts private sector for commercial business operations.  So far,
there are nearly 58 PUCs are established and majority of the PUCs are standalone whereas few of
them still in a struggle to ensure their survival. During this exercise the opportunities and possibilities
of external influences in to the PUC management have been minimized due to legal fabric of the
PUC structure. The mechanism introduced by the ASMP to provide mentoring and counselling
support through appointing business consultants is a new approach to ensure survival of this start
up farmers companies. Capacity development of Board of Management and Staff of PUCs happens
to reinforce the successful business undertaking of PUCs. Fabulous office infrastructure provided by
the project have made a attractive business outlook and introduction of accounting software have
strengthened the good governance among the PUCs. More importantly, approach made by the ASMP
to establish market linkages have solidified the sustainability of the PUCs. 

Finally, ASMP has introduced a novel approach for the rural development of Sri Lanka and I hope the
model will be duplicated internationally in near future. My favornt hope is to make this innovative
approach may alleviate the poverty of the subsistence level farming systems exists mostly in
developing countries and I thank World Bank for giving this opportunity and admire risk taking
leadership of the ASMP component 2.  

Lakshman Wijewardhana
Training and Institutional Specialist
Agriculture Sector Modernization Project
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FOREWORD
The overall project development objectives of the Agriculture Sector Modernization Project (ASMP)
implemented by the Ministry of Agriculture and Plantation Industries were to support increasing
agriculture productivity, improving market access, and enhancing value addition of smallholder
farmers and agribusinesses in the project areas.  

The establishment of farmerproducer organizations (FPO) was identified as the mechanism to help
smallholder farmers respond better to market opportunities. Such FPOs should be legally established,
can undertake businesses, independent in decisionmaking, and eventually become capable of
applying for the matching grant program of the ASMP. Successful FPOs were considered as one of
the pillars of success of the ASMP interventions. 

In 2018, the ASMP commissioned a consultancy assignment to study the available Farmer
Organization models operating in Sri Lanka to identify the most appropriate model to establish FPOs
under ASMP. That study found cooperative model is relatively suitable with some limitations in the
flexibility of decisionmaking. Some unfavorable experiences of the cooperative system in Sri Lanka
also discouraged using the cooperative model by the ASMP.  

As a result, ASMP had to commence a policy research assignment in 2019/ 2020, to identify a suitable
business organization model that can be used for establishing FPOs under ASMP.  In this study,
different organizational models and their legal setup were studied and one of the options available
under the Companies Act No. 7 of 2007, for establishing Public Unlisted Companies (PUC) was
identified as suitable for establishing FPO/Farmer Companies with the expected characteristics. The
findings of this study were further discussed by a committee appointed by the Ministry of Agriculture
and it was decided to establish Farmer Companies for ASMP crop clusters, by registering them as
Public Unlisted Companies (PUC) under the Department of the Registrar of Companies, Sri Lanka.
Accordingly, the establishment of Farmer Companies of the PUC model was started in all 07 project
districts. Establishing Farmer Companies of this nature is undertaken for the first time in Sri Lanka
by the ASMP.

Both of the above studies were funded by the ASMP funds from the World Bank/IDA loan facility.

In the year 2021/2022, the ASMP was cofinanced by the European Union Grant and ASMP was
expanded into additional five districts.   The same company model was used in establishing Farmer
Companies in the additional five districts as well.

The “Internal Operational Manual for PUCs”, developed by the Institutional Development Consultant
appointed for the EUfunded districts, is a partial fulfillment of the assignment given to the
consultant.

This manual is found to be useful for the successful operation and management of the Farmer
Companies (PUCs) as it gives stepbystep guidelines for establishment, operation, management
(human resources & finance), monitoring of company activities, and how to assess the performance
of farmer companies as well as the shareholder farmers. 

The project can effectively use the manual for all 58 Farmer companies established by the project
(in 12 districts) to educate shareholders of all farmer companies, by making the manual available for
them in local languages. Continued training and education on the operation, management,
monitoring and performance evaluation of farmer companies, is essential for the shareholder farmers
and the Board of Directors (also shareholder farmers) of the Farmer Companies for the sustainability
of these companies.

Asoka Jayakody
Policy Specialist
Agriculture Sector Modernization Project
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CHEQUE PAYMENT VOUCHER 
Company Name 

Address  
City, ….., 
Postal code 
Tele No …... 
 Email….  

+������H�K00000000000000000000000000000000000000 

$��&!�����H��KKKKKKKKKKKKKK0�

Bank A/C …………………. 

Pay To : ………………………............................................................ 
  

DATE �?'�'��	� +'
��1�,1	��	����='�,� �	��,��
            
            
             
            
      
      
      
      
            
      ,	,���     
             
 ���������*/�   �!�&.���*/�     �����(���*/�

Name:…...................................................... NIC:…................................. 
…………………………………… 
��&��(��� ��!��!��.� 
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Cash Payment Voucher 
Company Name 
Address… 
City………………         Postal code ……. 
Tele………... 
Email ………….                                                         Web……………. 
  $��&!�����H��KKKKKKKKKKKKKK0�
  Date.KKKKKKKKKKKKKKK000�
Pay To: ………………………............................................................ 
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Name:…......................................... 
…………………………………… 
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Operational Manual: PUC
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