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Community empowerment has become a central strategy in 

promoting sustainable local economic development, 

particularly through community-based institutions such as 

cooperatives. Although cooperatives have long been 

recognized as important instruments for enhancing economic 

welfare and social participation, many studies primarily focus 

on their economic functions, while limited attention has been 

given to their broader role in community empowerment and 

local economic strengthening. This study aims to analyze the 

role of cooperatives in community empowerment through local 

economic development and to identify the challenges that 

affect their effectiveness as empowerment institutions. The 

study employed a qualitative approach using a library 

research design. Data were collected from secondary sources, 

including national and international journal articles, 

academic books, policy documents, research reports, and 

relevant legislation. The collected data were analyzed using 

content analysis through the stages of data reduction, data 

presentation, and conclusion drawing. The findings reveal that 

cooperatives contribute significantly to community 

empowerment by enhancing economic capacity through 

access to capital, entrepreneurship development, business 

assistance, and market expansion. Furthermore, cooperatives 

strengthen social capital by fostering trust, participation, 

collaboration, and collective responsibility among community 

members. However, their effectiveness remains constrained by 

several challenges, including limited human resource 

capacity, inadequate business capital, weak institutional 

governance, restricted market access, and difficulties in 

adapting to digital transformation. The study concludes that 

strengthening cooperative institutions through capacity 

building, governance improvement, financial support, and 

digital innovation is essential to maximize their contribution 

to sustainable community empowerment and local economic 

development. 
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INTRODUCTION 

Community development is fundamentally a process aimed at enhancing the 

quality of life, welfare, and self-reliance of communities in a sustainable manner 

(Setyawan et al., 2025). Within the contemporary development paradigm, communities 

are no longer positioned merely as objects of development but rather as active subjects 

capable of determining the direction of desired social and economic transformation 

(Rosmalah et al., 2024). Consequently, current development approaches increasingly 

emphasize strengthening community capacities through empowerment processes that 

enable people to actively participate in identifying problems, formulating solutions, and 

independently managing available resources. This approach is widely regarded as an 

effective means of fostering more inclusive, participatory, and sustainable development 

because it is grounded in the utilization of local potentials embedded within communities 

(As’ ari et al., 2024). 

Community empowerment essentially constitutes a systematic effort to enhance 

the capacities of individuals and groups, enabling them to gain broader access to 

economic, social, and political resources. The concept of empowerment extends beyond 

the provision of material assistance or support; it also emphasizes capacity building 

through the enhancement of knowledge, skills, attitudes, and self-confidence. Through 

this process, communities are expected to improve their living standards independently 

and sustainably (Diatmika & Rahayu, 2022). Numerous studies have demonstrated that 

community empowerment contributes significantly to poverty reduction, increased 

economic productivity, and strengthened social resilience in addressing various 

development challenges (Bahri, 2025). 

In the context of community economic development, the existence of community-

based economic institutions plays a crucial role as a mechanism for empowerment. One 

institution that embodies these characteristics is the cooperative. A cooperative is an 

economic organization established on the principles of cooperation, participation, and 

mutual assistance, with the objective of fulfilling members' needs and improving their 

welfare (Saputri & Hardiyan, 2025). Unlike conventional business entities that primarily 

focus on profit maximization, cooperatives prioritize the well-being of their members, 

thereby encompassing both economic and social dimensions. This distinctive 

characteristic makes cooperatives a highly relevant instrument for promoting equitable 

and sustainable community development (Sawitri et al., 2026). 

From a legal perspective, cooperatives in Indonesia are regulated under Law 

Number 25 of 1992 concerning Cooperatives, which defines a cooperative as a business 

entity consisting of individuals or cooperative legal entities operating based on 

cooperative principles and functioning as a people's economic movement founded upon 

the principle of mutual cooperation. This definition underscores that cooperatives serve 

not only as economic institutions but also as vehicles for strengthening social solidarity 

and fostering community participation in economic activities (Maryam, 2025). 

Historically, the development of cooperatives emerged from society's need to address 

various forms of economic inequality and limited access to business capital. 

Consequently, cooperatives have long been regarded as instruments of the people's 

economy, capable of protecting economically vulnerable groups while promoting a more 

equitable distribution of welfare (Pratama et al., 2025). 
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The strategic role of cooperatives has become increasingly significant amid the 

diverse economic development challenges faced by contemporary societies. Persistent 

poverty, limited access to financing for micro and small enterprises, inadequate 

entrepreneurial capacities, and unequal income distribution continue to pose substantial 

obstacles requiring participatory and community-based solutions. In this context, 

cooperatives possess considerable potential to function as empowerment mechanisms that 

strengthen community economic capacities through savings and credit services, 

productive business development, skills enhancement programs, and the reinforcement 

of local economic networks. Accordingly, cooperatives serve not only as economic 

institutions but also as agents of social transformation that contribute to improving the 

overall quality of life within communities (Lubis & Salsabila, 2024). 

The urgency of strengthening the role of cooperatives in community 

empowerment is further reinforced by their strong constitutional foundation within 

Indonesia’s economic system. Article 33 of the 1945 Constitution of the Republic of 

Indonesia stipulates that the national economy shall be organized as a collective endeavor 

based on the principle of mutual cooperation. This constitutional provision positions 

cooperatives as one of the primary pillars of the national economy, reflecting the values 

of economic democracy (Pratama et al., 2025). Nevertheless, empirical realities indicate 

that many cooperatives have yet to perform their empowerment functions optimally due 

to constraints such as limited human resources, weak organizational management, low 

member participation, and insufficient innovation in business operations. These 

conditions reveal a gap between the ideal role of cooperatives as instruments of 

community empowerment and their actual performance in practice (Naurunnisa, 2025).  

Against this backdrop, a more comprehensive examination is required to 

understand how cooperatives can effectively contribute to community empowerment 

processes. Such an investigation is essential for identifying the forms of empowerment 

implemented by cooperatives, the factors that facilitate or hinder their success, and their 

impacts on improving community welfare. A comprehensive understanding of the role of 

cooperatives in community empowerment is expected to contribute to the development 

of institutional strengthening strategies that enhance the effectiveness of cooperatives as 

instruments of community-based economic development. 

This study aims to analyze the role of cooperatives in community empowerment 

and their contribution to improving the economic and social welfare of communities. 

Furthermore, the study seeks to identify the challenges faced by cooperatives in 

performing their empowerment functions and to formulate alternative strategies for 

strengthening their effectiveness. The findings are expected to contribute theoretically to 

the advancement of scholarship on community empowerment and people-centered 

economic development, while also providing practical insights for policymakers, 

cooperative managers, and other stakeholders in designing policies and programs that 

enhance the role of cooperatives in promoting community welfare. 

 
LITERATURE REVIEW 

Community Empowerment Concept 

According to Jim Ife, empowerment refers to efforts aimed at providing resources 

and opportunities to individuals and communities. Empowerment is a process of fostering 

self-reliant and prosperous communities by strengthening their knowledge, attitudes, 

skills, behaviors, competencies, and awareness in optimizing available resources. This 
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process involves enabling communities to formulate policies, design work programs, 

implement activities, and receive assistance that is aligned with their specific needs and 

aspirations (Setyawan et al., 2025). 

Community empowerment represents a development approach that utilizes local 

strengths and community assets to generate innovative ideas within human-centered 

development programs. This approach emphasizes active participation, empowerment, 

and sustainable development as its core principles. Empowerment has become a key 

strategy for promoting inclusive and sustainable rural economic development, enabling 

rural populations to obtain greater economic benefits that can be utilized to improve their 

quality of life. Through facilitation and mentoring processes, rural communities are 

encouraged to recognize and maximize their existing potential to achieve sustainable 

socio-economic advancement (Tumpu et al., 2021). 

The concept of community empowerment is implemented through the effective 

utilization of natural resources and the competitive advantages possessed by rural 

communities, while simultaneously expanding access to markets and other productive 

resources. In this regard, cooperatives constitute one of the most effective mechanisms 

for improving community economic welfare. Community empowerment can therefore be 

understood as a development paradigm that integrates economic advancement with the 

social values embedded within communities. As a contemporary development 

perspective, empowerment is characterized by its people-centered, participatory, 

empowering, and sustainable orientation. Through the provision of knowledge and skills, 

community members are equipped with the capacity to determine and shape their own 

future (Harini et al., 2023). 

The fundamental objective of community empowerment is to strengthen the 

capabilities and independence of rural residents, enabling them to actively participate in 

local development initiatives. Among the various dimensions of empowerment, the 

economic dimension occupies a particularly important position, as a robust local economy 

can improve living standards and create opportunities for achieving collective welfare 

and prosperity. Consequently, strengthening community economic capacity constitutes a 

critical element in the broader process of sustainable rural development (Ahmad et al., 

2024). 

Meanwhile, Edi Suharto conceptualizes empowerment as both a process and an 

outcome. As a process, empowerment comprises a series of interventions aimed at 

strengthening the capacities and bargaining power of marginalized and vulnerable groups. 

As an outcome, empowerment seeks to create communities that are self-reliant, capable, 

and prosperous, thereby enabling them to exercise greater control over decisions affecting 

their lives and livelihoods (Suaib, 2023). 

Cooperatives as Instruments of Empowerment 

Cooperatives are economic organizations owned and democratically managed by 

their members to fulfill shared economic and social needs. The fundamental principles of 

cooperatives including economic democracy, member participation, mutual 

responsibility, and social justice make them highly relevant instruments for community 

empowerment. Through these principles, cooperatives provide institutional mechanisms 

that enable members to collectively improve their socio-economic conditions while 

fostering solidarity and mutual support within communities (Masri et al., 2025). 

Beyond fostering members’ motivation and collective engagement, cooperatives 

play a pivotal role in strengthening their economic capacities. In particular, cooperatives 

https://creativecommons.org/licenses/by-nc-sa/4.0/?ref=chooser-v1


  

IJGAM Vol. 2, No. 3, July 2026 191 

This is an open access article under the CC BY-NC-SA 4.0 license 

 

provide substantial support to members engaged in micro, small, and medium-sized 

enterprises (MSMEs) and other income-generating activities. Economic empowerment 

constitutes one of the primary functions of cooperatives, which offer various forms of 

assistance, including access to financing, business development services, and 

entrepreneurial support. This role demonstrates that cooperatives function not merely as 

financial institutions for their members but also as strategic partners in business 

development, ultimately contributing to improved income levels and enhanced household 

welfare (Azzahra et al., 2025). 

Through cooperatives, community members gain access to business capital, 

vocational and entrepreneurial training, productive enterprise development programs, and 

broader marketing networks. These opportunities enable individuals and households to 

enhance their productive capacities, increase income generation, strengthen economic 

resilience, and ultimately improve their overall quality of life and well-being (Sabarisman 

et al., 2024). 

 

METHODOLOGY  

Research Design 

This study employed a qualitative approach using a library research design. This 

approach was selected because the study aimed to analyze the concept of community 

empowerment through cooperative-based local economic development by drawing upon 

relevant scholarly sources. The research was conducted through a systematic review and 

examination of theoretical frameworks, previous empirical studies, policy documents, 

and various academic publications related to community empowerment, local economic 

development, and cooperatives as instruments of community-based economic 

development (Kaseng, 2025). 

Research Object 

The object of this study comprised a range of concepts, theories, policies, and 

previous research findings concerning community empowerment through cooperative-

based local economic development (Setyawan et al., 2025). The analysis focused on the 

role of cooperatives in enhancing community economic capacity, strengthening social 

capital, and addressing the challenges encountered in the implementation of cooperative-

based community empowerment programs. 

Data Sources 

This study utilized secondary data obtained from a variety of scholarly and 

institutional sources. The data sources included national and international journal articles, 

academic books, conference proceedings, research reports, government publications, 

legislation related to cooperatives, and other relevant publications associated with the 

research topic. Priority was given to literature characterized by strong academic 

credibility, methodological rigor, and direct relevance to the objectives of the study. 

Data Collection Technique 

Data were collected through a documentation study involving the identification, 

review, classification, and organization of literature related to community empowerment 

and cooperative-based local economic development. The collected literature was 

subsequently screened based on thematic relevance, source quality, and its contribution 

to addressing the research objectives. This systematic data collection process was 

undertaken to obtain comprehensive insights into the role of cooperatives in community 

empowerment and local economic development. 
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Data Analysis Technique 

The data were analyzed using content analysis. The analytical process consisted 

of three stages: data reduction, data presentation, and conclusion drawing. During the data 

reduction stage, information obtained from the selected literature was reviewed, filtered, 

and categorized according to the themes of the study. Subsequently, the categorized data 

were presented descriptively and analyzed to identify patterns, relationships, and deeper 

insights concerning the role of cooperatives in strengthening local economies and 

empowering communities. The final stage involved drawing conclusions based on a 

comprehensive interpretation of the analyzed data. 

Data Validity 

The trustworthiness of the data was ensured through source triangulation by 

comparing and cross-checking information obtained from various scholarly references, 

policy documents, and previous research findings. This process was intended to enhance 

the credibility and validity of the findings while ensuring the consistency of the 

information used throughout the study. Accordingly, the findings are expected to provide 

a comprehensive understanding of the contribution of cooperatives to community 

empowerment and local economic development. 

 

RESULTS AND DISCUSSION  

Enhancing Community Economic Capacity 

The development of prosperous communities and sustainable local economies 

requires the active involvement of cooperatives in maintaining community cohesion and 

achieving collective socio-economic objectives. In addition to serving as facilitators, 

cooperatives play a strategic role in Indonesia’s economic system, as reflected in their 

primary objectives of promoting business activities, improving members’ economic 

welfare, raising living standards, reducing unemployment, and fostering inclusive 

economic growth. Among their various functions in economic empowerment, one of the 

most significant roles of cooperatives is facilitating access to affordable financial 

resources for their members (Kusumastuti et al., 2022). 

Cooperatives not only provide additional business capital but also offer flexible 

financing mechanisms and repayment arrangements that are accessible and manageable 

for members. Furthermore, cooperatives serve as important sources of encouragement 

and motivation, inspiring members to persist in developing their businesses despite 

economic challenges and uncertainties. Such support enables community members to 

establish and expand productive economic activities that might otherwise be constrained 

by limited access to capital (Benazir, 2025). 

In addition, cooperatives frequently organize entrepreneurship development 

programs, business management training, and capacity-building initiatives that enhance 

the human capital of their members. Through improved entrepreneurial competencies and 

managerial skills, community members are better positioned to increase productivity, 

expand business opportunities, generate higher incomes, and ultimately improve their 

overall welfare and quality of life (Prayuda & Riofita, 2026). 

Strengthening Social Capital 

The success of community empowerment is determined not only by economic 

capital but also by social capital, including trust, cooperation, reciprocity, and community 

participation. In this regard, cooperatives play a significant role in strengthening social 

capital by facilitating collective activities and encouraging member involvement in 
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organizational decision-making processes. Active member participation fosters a sense of 

ownership and collective responsibility toward the organization, thereby enhancing 

institutional sustainability and reinforcing the long-term effectiveness of empowerment 

initiatives. Through democratic governance and collaborative engagement, cooperatives 

contribute to the development of stronger social networks and greater community 

cohesion, both of which are essential for sustainable development (Bumulo & Hunto, 

2024). 

Challenges of Community Empowerment Through Cooperatives 

Community empowerment through cooperatives represents a promising strategy 

for improving social and economic welfare (Wibowo et al., 2024). Nevertheless, the 

effectiveness of empowerment initiatives is often constrained by various structural and 

operational challenges. Several key obstacles are discussed below. 

Limited Human Resource Capacity 

Human resource capacity constitutes one of the most critical determinants of 

successful community empowerment. Many cooperatives in Indonesia continue to face 

limitations in the competencies of both managers and members, particularly in areas such 

as business management, administration, marketing, financial literacy, and the utilization 

of information technology. These limitations restrict organizational growth and reduce 

the competitiveness of cooperatives relative to other business entities. Consequently, 

inadequate human resource capacity remains a major challenge in enhancing the 

effectiveness and sustainability of cooperative-based empowerment programs (Putri & 

Riofita, 2026). 

Insufficient Business Capital 

Limited access to capital remains a longstanding challenge in cooperative 

development. Insufficient financial resources hinder cooperatives from expanding their 

operations, improving service quality, investing in innovation, and responding effectively 

to market opportunities. Furthermore, the limited capacity of members to accumulate 

savings often increases dependence on external financial assistance, thereby reducing 

organizational autonomy and long-term sustainability (Muttaqim & Dev, 2025). 

Weak Institutional Governance 

The effectiveness of cooperatives is strongly influenced by the quality of their 

institutional governance. Despite their important role in community development, some 

cooperatives have yet to fully implement the principles of transparency, accountability, 

and professionalism. As a result, various organizational issues may emerge, including 

declining member trust, internal conflicts, weak managerial performance, and reduced 

community participation in cooperative activities. These governance challenges can 

significantly undermine the capacity of cooperatives to function as effective 

empowerment institutions (Tania et al., 2025). 

Limited Market Access 

In an increasingly competitive global economy, cooperatives are required to 

develop extensive marketing networks and strengthen their market presence. However, 

many cooperatives, particularly those operating in rural areas, continue to face difficulties 

in accessing broader markets due to limited information, inadequate technological 

infrastructure, and weak business networks. As a consequence, products and services 

generated by cooperative members often struggle to compete effectively and frequently 

possess limited value-added potential (Alfrita & Riofita, 2026). 

 

https://creativecommons.org/licenses/by-nc-sa/4.0/?ref=chooser-v1


  

IJGAM Vol. 2, No. 3, July 2026 194 

This is an open access article under the CC BY-NC-SA 4.0 license 

 

Adapting to Digital Transformation 

The rapid advancement of digital technologies presents both opportunities and 

challenges for cooperative development. The adoption of digital tools and information 

technologies has the potential to improve operational efficiency, enhance service 

delivery, strengthen organizational management, and expand market access. However, 

many cooperatives still lack the technological capabilities, infrastructure, and digital 

literacy required to effectively embrace digital transformation. This situation places them 

at a disadvantage in the increasingly digitalized and competitive economic environment 

(Dzikrullah & Chasanah, 2024). 

Therefore, efforts to strengthen community empowerment through cooperatives 

should be supported by comprehensive strategies that include human resource 

development, institutional governance reform, expanded partnership networks, improved 

access to financial resources, and the sustainable adoption of digital technologies. 

Through these measures, cooperatives can perform more effectively as instruments of 

community empowerment and as key drivers of local economic development and social 

welfare enhancement. 

 

CONCLUSION 

This study concludes that cooperatives play a strategic role as instruments of 

community empowerment through cooperative-based local economic development. 

Cooperatives contribute significantly to enhancing community economic capacity by 

providing access to business capital, entrepreneurship training, business development 

assistance, and broader market opportunities. In addition to their economic function, 

cooperatives also strengthen social capital by fostering trust, participation, collaboration, 

and collective responsibility among community members. These contributions 

demonstrate that cooperatives are not merely economic institutions but also important 

agents of social transformation that support sustainable community development. 

Despite their significant potential, the effectiveness of cooperative-based 

empowerment initiatives remains constrained by several challenges, including limited 

human resource capacity, inadequate business capital, weak institutional governance, 

restricted market access, and difficulties in adapting to digital transformation. These 

challenges indicate that strengthening cooperative institutions is essential to maximize 

their role in promoting local economic development and improving community welfare. 

The findings of this study have several practical implications. Governments and 

policymakers should strengthen support for cooperative development through capacity-

building programs, improved access to financing, institutional governance enhancement, 

and digital transformation initiatives. Cooperative managers should prioritize member 

education, innovation, and strategic partnerships to improve organizational performance 

and competitiveness. Furthermore, community participation should be continuously 

encouraged to ensure the sustainability and effectiveness of cooperative-based 

empowerment programs. 

This study is subject to several limitations. First, the study is based exclusively on 

secondary data obtained from scholarly literature, policy documents, and previous 

research, without incorporating primary empirical data from cooperative members or 

managers. Second, the analysis focuses on the conceptual and theoretical dimensions of 

community empowerment through cooperatives and does not examine specific case 

studies or regional variations in cooperative performance. Third, the study does not 
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quantitatively measure the impact of cooperative activities on economic welfare 

indicators, thereby limiting the ability to generalize findings across different contexts. 

Future research is recommended to employ empirical approaches involving field 

studies, surveys, interviews, or mixed-methods designs to obtain a more comprehensive 

understanding of the effectiveness of cooperative-based empowerment programs. Further 

studies may also explore the influence of digital transformation, institutional innovation, 

leadership, and governance practices on cooperative performance. In addition, 

comparative studies across regions or sectors would provide deeper insights into the 

factors that determine the success of cooperatives in strengthening local economies and 

promoting sustainable community empowerment. 
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