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ABSTRACT
Financial management is a crucial aspect of the operation and success of cooperatives.
However, according to previous studies, one of the main challenges faced by cooperative
board members (CBMs) lies in the field of financial management. A lack of understanding of
financial management can lead to failure in managing assets and financial resources,
thereby decreasing the overall efficiency of the cooperative. In line with the need to achieve
cooperative success, CBMS need to receive appropriate guidance in financial management.
Therefore, this study aims to assess the specific guidance needed in the field of cooperative
financial management. This research adopts a mixed-methods approach, utilizing survey
questionnaires and focus group interviews as data collection tools. Data were collected from
221 respondents through survey questionnaires, while 14 informants participated in focus
group interviews to provide deeper insights. The findings identified 12 guidance needs,
namely capital management, budget management, working capital management,
performance analysis, financial reporting, marketing, accounting system handling, inventory
management, financial management, risk management, governance, and accounting system
recording, all of which require serious attention and immediate action. The outcomes are
expected to inform policy-makers and training institutions, such as the Cooperative Institute
of Malaysia (IKMa), in designing programs that strengthen the financial management

practices of cooperatives, thereby contributing to their sustainability and growth.
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INTRODUCTION

The cooperative sector in Malaysia serves as a pivotal component of the national economy,
contributing approximately 3% to the gross domestic product (GDP) and encompassing over
14,000 registered cooperatives with assets totaling RM156.2 billion as of 2022 (Suruhanjaya
Koperasi Malaysia [SKM], 2023). These cooperatives operate across diverse sectors,
including finance, agriculture, housing, and services, thereby playing a significant role in

socio-economic development and job creation.

Many cooperatives, despite their substantial presence, particularly small and micro-sized
ones, face challenges in financial management, often due to limited expertise and resources
(Muhammad et al., 2024). Therefore, effective financial management is crucial for
cooperatives to ensure sustainability, comply with regulatory requirements, and provide value
to their members. The Malaysian government, through the Ministry of Entrepreneur and
Cooperatives Development (KUSKOP) and SKM, has recognized the need to enhance the
financial management capabilities of cooperatives. Initiatives such as the Malaysia
Cooperative Policy (Dasar Koperasi Malaysia) 2030 emphasize the importance of

strengthening governance and financial practices within the sector (SKM, 2021).

In line with this, recommendations from KUSKOP and several previous studies emphasize
the need to improve knowledge and enhance the efficiency of financial management practices
within cooperatives (Habidin et al., 2021; Hashim et al., 2022). Recent studies have
highlighted specific areas where cooperative board members require guidance, including
capital management, budgeting, working capital management, performance analysis,
financial reporting, and the use of financial information systems (Hanif et al., 2025).
Addressing these areas through targeted training and support is essential to bridge knowledge
gaps and improve overall financial performance. However, there remains a paucity of
empirical research focusing on the specific guidance needs of cooperative board members in
financial management. Understanding these needs is critical to developing effective training

programs and resources that can enhance the competencies of cooperative leaders.
This study adopts a mixed-methods approach to assess the financial management guidance

needs among cooperative board members in Malaysia. By integrating survey and focus group

data, the research aims to provide a holistic understanding of the key areas in which CBMs
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require support. The findings are anticipated to guide relevant stakeholders, such as policy-
makers and training institutions, in designing targeted interventions that enhance financial

capabilities and contribute to the sustainable growth of cooperatives.

LITERATURE REVIEW

Financial Management and Components of Financial Management

Financial management is the art and science of managing money within an organization,
encompassing the planning, organizing, directing, and controlling of financial activities such
as the procurement and effective utilization of funds to achieve organizational objectives
(Hermawan, 2021). It involves a systematic process that includes identifying financial
requirements, financial planning, and making decisions that maximize the value and
performance of the business (Bajpai, 2023). Financial management is essential for ensuring
the stability, growth, and sustainability of any enterprise, as it provides a framework for
analyzing and solving financial problems, optimizing resource allocation, and supporting

strategic decision-making (Sitinjak et al., 2023).

Within the field of financial management, five key aspects form the foundation of effective
financial operations. First, working capital management focuses on maintaining adequate
liquidity by managing short-term assets and liabilities. This involves careful supervision of
cash flow, accounts receivable, and inventory to ensure that day-to-day operational needs are
met without interruption (Bajpai, 2023). Poor working capital management can lead to cash
shortages and missed opportunities, particularly in cooperatives with limited access to
external financing. Effective practices in this area enhance operational flexibility and protect

against financial distress.

Second, budget management entails the systematic planning, allocation, and monitoring of
financial resources. A well-designed budget acts as a strategic guide that aligns financial
resources with organizational priorities. It enables cooperatives to set realistic revenue and
expenditure targets, assess performance against benchmarks, and make timely adjustments
(Sukenti, 2023). Moreover, budgeting fosters accountability among departments and supports
financial discipline, both of which are crucial for maintaining stakeholder confidence and

regulatory compliance.
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Third, capital management refers to long-term investment and financing decisions. It involves
selecting the optimal capital structure, balancing debt and equity, and ensuring that capital
resources are deployed efficiently to support strategic expansion and innovation (Myniv,
2020). In the cooperative context, where capital is often sourced from member contributions
and retained earnings, capital management must be handled with particular prudence to

safeguard sustainability and trust.

Fourth, financial reporting provides an essential mechanism for communicating an
organization’s financial health. Accurate and timely reports inform internal decision-making
and serve as a basis for external accountability to regulators, members, and funders (Sitinjak
et al., 2023). Effective financial reporting requires adherence to standardized accounting
principles and the development of internal controls to prevent fraud and error. Inaccurate
reporting can not only mislead stakeholders but also expose cooperatives to regulatory

penalties.

Finally, financial information systems (FIS) utilize digital platforms to enhance the
efficiency, accuracy, and accessibility of financial data. These systems support automation of
accounting processes, facilitate real-time reporting, and enable comprehensive data analysis
(Bajpai, 2023). For cooperatives, especially those with limited personnel, FIS reduces
administrative burden and improves transparency. Advanced systems can also integrate
forecasting and scenario planning tools, allowing organizations to anticipate challenges and

make data-driven decisions.

Together, these five pillars of financial management provide a comprehensive structure that
supports operational resilience, strategic foresight, and long-term sustainability. For
cooperatives, strengthening these areas is especially vital given their dual commitment to
economic performance and social responsibility (Sukenti, 2023). As such, targeted training
and capacity building in these domains remain essential to advancing cooperative governance

and performance.

Financial Management Practices in Cooperatives

Financial management is critical in any business system, whether by individuals or

organizations; hence, financial management is fundamental to the success and sustainability
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of cooperatives globally. Across diverse sectors and regions, cooperatives adopt tailored
financial strategies to align with their missions and respond to evolving economic
environments. Globally, core financial practices among cooperatives include managing
working capital, optimizing capital structure, and engaging in capital budgeting—all essential
to achieving long-term profitability and sustainability. For instance, Jumawan (2022) found
that cooperatives with strategic approaches to capital planning showed higher resilience
during economic downturns, including the COVID-19 pandemic. In addition, several studies
in Malaysia have emphasized the importance of financial management in the context of life,
organizations, and businesses (Abdullah et al., 2013; Adil et al., 2013; Azmi et al., 2018; Md
Zeni et al., 2021; Zaman & Othman, 2018).

A defining characteristic of global cooperative financial management is the integration of
social responsibility with economic goals. In Latin America, credit unions strategically
combine financial performance with social values, including financial inclusion, ethical
finance, and community development (Carrera-Silva et al., 2024). These dual priorities allow
cooperatives to serve both their financial and societal mandates, distinguishing them from
traditional for-profit institutions. Furthermore, technology adoption is also transforming
cooperative financial practices. Particularly in sectors like oil and gas, cooperatives are
leveraging digital technologies such as Artificial Intelligence (Al), the Internet of Things
(IoT), and data analytics to enhance operational efficiency, resource allocation, and financial

forecasting (Tijani, 2024).

In addition, human resource management has also emerged as a key contributor to financial
performance. A systematic review by Chali and Lakatos (2024) found that cooperatives with
strong HR practices—such as professional development, participative management, and
performance incentives report superior financial outcomes. Other than that, strategic
management has also been linked to cooperative success. A study by Chungyas and Trinidad.
(2022) on multi-purpose cooperatives in the Philippines found that clear strategic planning,
aligned goals, and formal governance frameworks led to improved financial and operational
performance. Thus, good financial management ensures that a cooperative can carry out all
planned activities to meet its objectives. It also helps management make informed financing
decisions, manage assets effectively, and utilize limited financial resources efficiently.
Simultaneously, efficient financial management can facilitate the cooperative’s operations in

obtaining financial resources and managing funds effectively.
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Malaysian cooperatives operate in a dynamic socio-economic environment supported by
national policies and regulatory oversight. However, their financial management practices
present unique challenges and opportunities. Governance remains a key determinant of
financial performance. Contrary to assumptions, Muhammad et al. (2024) discovered that
board size, female representation, and ownership dispersion did not significantly influence
cooperative financial performance. Instead, the expertise and competency of board members
played a more influential role. Government support is another critical pillar of cooperative
financial resilience in Malaysia. During crises such as the COVID-19 pandemic, Malaysian
cooperatives benefited from fiscal stimulus, grants, and policy reforms aimed at
strengthening internal operations. Yuhertiana et al. (2022) highlighted that internal member
solidarity also bolstered cooperative stability during turbulent periods, ensuring continuity of

services and obligations.

The evolution of corporate governance in cooperatives is slowly gaining momentum.
Thangaveloo et al. (2022) emphasized the need to enhance shareholder confidence—
particularly among low-income groups—through robust governance practices. Despite
progress, the literature reveals a gap in empirical studies exploring the effectiveness of
governance reforms, indicating a fertile area for further research. Nevertheless, many
Malaysian cooperatives continue to face fundamental operational challenges. These include
limited use of information systems, inaccurate financial reporting, and insufficient capacity in
basic financial literacy. Ruscitasari and Millaty (2023) illustrated how structured financial
system training, particularly involving accounting information systems, significantly

improved transparency and reporting accuracy in women-led cooperatives.

Financial Guidance Needs

Financial guidance plays a critical role in ensuring the effective financial management of
cooperatives, particularly in the context of Malaysia, where a wide range of organizational
sizes and financial capabilities characterizes the cooperative sector. Financial guidance refers
to structured, context-specific advisory and training initiatives aimed at enhancing the
knowledge, skills, and practices of cooperative board members in financial decision-making,
planning, and compliance. Several studies have emphasized that one of the core challenges
faced by cooperatives, especially small and micro cooperatives, is the lack of financial

literacy and technical capacity to manage key financial areas (Hanif et al., 2025). The
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absence of adequate guidance often results in poor capital utilization, inefficient budgeting,
and weak financial reporting, all of which undermine the financial sustainability and

accountability of the cooperative.

Based on empirical evidence collected through surveys and focus group interviews in
Malaysia, twelve key areas of financial guidance needs were identified: capital management,
budget management, working capital management, performance analysis, financial reporting,
marketing, accounting system handling, inventory management, financial management, risk
management, governance, and accounting system recording (Hanif et al., 2025). These
domains are foundational to ensuring transparency, operational control, and strategic
alignment with cooperative goals. Moreover, existing literature supports the necessity of
structured financial training programs. For instance, Meenakshi and Ranjan (2024) argue that
tailored financial training—especially in areas such as budget planning and capital
allocation—significantly improves financial outcomes among SME managers, a context with
parallels to cooperative leadership. Similarly, Nkwinika and Akinola (2023) emphasize the
importance of continuous capacity building and financial education for ensuring sound

financial decision-making in member-driven organizations like cooperatives.

From a governance perspective, the presence of financial guidance mechanisms also supports
regulatory compliance. Malaysian cooperatives are governed under the Cooperative Societies
Act 1993 and are subject to oversight by the Malaysia Cooperative Societies Commission of
(SKM). However, studies show that many cooperatives fall short of fulfilling these
obligations due to an inadequate understanding of financial policies and reporting standards

(Ruscitasari & Millaty, 2023).

To address these gaps, the Cooperative Institute of Malaysia (IKMa) and related agencies
have been tasked with developing training modules and certification programs that align with
the actual guidance needs of cooperative board members. The strategic alignment of these
modules with empirical needs—as identified in recent research—can ensure that guidance is
not only relevant but also impactful. As Sukenti (2023) notes, strategic financial management
training must be embedded into broader organizational learning systems to drive sustainable
performance in cooperative enterprises. Besides training, mentoring is also a key medium for
enhancing financial knowledge within the cooperative movement. Mentorship for

cooperatives plays a crucial role in developing the capacity and skills needed by board
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members and management in managing cooperatives. This guidance encompasses not only
the technical aspects of running a business but also leadership development, decision-making
skills, and the ability to handle unforeseen challenges. Through agencies under KUSKOP,
various forms of mentorship are offered to entrepreneurs and cooperatives. This guidance
involves continuous and sustainable assistance to achieve specific objectives, whether for
cooperatives or entrepreneurs. At IKMa itself, mentorship programs focus on business
development, financial management, accounting, and digitalization, targeted at selected

cooperatives for a period of 6 months to 3 years.

Linking Financial Management Components to the Research Framework

Based on the preceding literature, the research framework in this study was developed by
synthesizing recurring themes in cooperative financial management challenges. Key
components such as capital management, budget management, financial reporting, working
capital management, and financial information systems have consistently been identified as
essential areas where cooperative board members require structured guidance (Hanif et al.,

2025; Sukenti, 2023; Sitinjak et al., 2023).

These components were selected not only because of their frequency in the literature but also
due to their strategic importance in cooperative governance and sustainability. Each
component reflects a critical financial function that, if poorly managed, could undermine the
cooperative’s performance and compliance with national standards set by regulatory bodies
like SKM.

Therefore, the framework illustrated in Figure 1 maps these key areas of guidance needs and
serves as a foundation to structure the survey and focus group questions used in this study.
This alignment ensures that the research instruments are grounded in both theory and
practical needs, making the findings more relevant to policymakers and training institutions

such as IKMa.
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GUIDANCE NEEDS IN COOPERATIVE FINANCIAL MANAGEMENT

Working Capital Management

Budget Management

Capital Management Guidance Needs

Financial Reporting

Financial Information Systems

Figure 1: Research framework

METHODOLOGY

This study adopted a mixed-methods approach involving quantitative (survey questionnaires)
and qualitative (focus group interviews) to assess the financial management guidance needs

required by cooperative board members (CBMs).

The population of the study comprised 13,910 micro and small cooperatives registered under
the Cooperative Commission of Malaysia (SKM). A stratified random sampling method was
used, whereby respondents were selected from five geographical zones: Central, Southern,
Northern, Sabah, and Sarawak. This method ensured that the sample reflected geographic
diversity and cooperative size classification. Initially, the targeted sample size was 150
respondents, which aligns with the Rasch Measurement Model recommendation of a
minimum of 30 respondents per zone to achieve a 95% confidence level (Linacre, 1994).
However, the study successfully collected responses from 221 cooperative board members,

exceeding the initial target and thus enhancing the reliability of the data.
The survey questionnaire used in this study was adapted from existing financial management

assessment instruments for cooperatives and previous research. The survey was then

validated by a panel of 10 academic experts in finance and accounting from local universities.
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The instrument consisted of three structured sections with a categorical response format.
These sections covered:

e Section A: Cooperative Profile

e Section B: Respondent Demographics

e Section C: Training and Mentoring Needs

In the qualitative phase, focus group interviews were conducted to assess the current level of
financial management knowledge among cooperative board members (CBMs) and
management personnel, as well as to understand the challenges they face in implementing
financial practices. The purpose was also to explore the training and financial guidance needs
relevant to enhancing cooperative financial management capabilities. The protocol was

developed to cover the perceived needs for training and financial mentoring

The interview guide consisted of the following three semi-structured, open-ended questions:
1. What types of financial management training does your cooperative currently require?
2. What form of guidance is needed to strengthen financial management at your
cooperative?
3. Based on your experience, what are your suggestions to ensure that cooperative

financial management remains effective and sustainable?

Three focus group discussions were held to represent cooperatives in three different zones.
The cooperatives selected to participate in the focus group discussions were cooperatives
representing the central zone, southern zone, and eastern zone. The focus groups representing
small and micro clusters were held over a specific period. Five cooperatives from the central
zone participated, represented by a total of six participants consisting of cooperative board
members (CBM) and management. For the focus group from the southern zone, another
discussion was held as per the time agreed by all participants. A total of seven participants
from five cooperatives participated. In the focus group discussion in the eastern zone, four
cooperatives from all over Terengganu participated, represented by CBM, and six people
from management. In total, there were 19 participants from 14 cooperatives. All interviews

were audio-recorded with consent and transcribed for thematic analysis.
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ANALYSIS
Background of Cooperative and Respondents

In total, 221 respondents participated from 221 micro and small cooperatives. The majority
(61.1%) of cooperatives had been established between 1 and 25 years. The main functions of
the cooperatives were predominantly in services (35.3%), consumer goods (31.7%),
agriculture (19.0%), and others (13.5%). The cooperatives were managed by a minimum of 3

to a maximum of 15 CBMs.

The study's respondents consisted of treasurers, assistant treasurers, and management
personnel involved in the financial operations of the cooperatives. Of the respondents, 116
were female and 105 were male. The majority (51.1%) of respondents were aged between 41
and 60 years, with 46.6% holding a bachelor's degree as their highest level of education.
Most respondents (61.1%) had served in the cooperative for less than 5 years, and only 7.2%

had been working in cooperatives for over 15 years.

Assessing Guidance Needs in Cooperative Financial Management

To answer the study's objectives, two research instruments, the survey and focus group
discussion, were used. This approach aimed to assess the comprehensive financial
management guidance needs for cooperatives. Based on the survey analysis findings, 70% of
respondents stated that there is a need for guidance, while 30% believed their cooperatives
did not require any guidance. The areas in which guidance was most needed included Capital
Management (68%), Budget Management (67%), Financial Information Systems (63%), and
Basic Bookkeeping and Financial Reporting (62%). Other guidance needs included Financial
Performance Assessment, Working Capital Management, and Risk Management. The
majority of cooperatives (74%) indicated that the most suitable duration for guidance would
be between 1 and 3 months, with only a small percentage (10%) requesting guidance for

more than 6 months.

According to the focus group discussion, cooperatives also expressed the need for guidance

in accounting, finance, risk management, and inventory management.
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“Financial statement analysis — I suggest that IKMa conduct guidance for our cooperatives.”

(Respondent 1)

“Next, the guidance should be financial, such as helping to prepare financial statements.”

(Respondent 2)

“Accounting guidance is needed on the use of computerized software. ‘Our cooperative got
software but had to explore it on our own.”

(Respondent 3)

“If possible, IKMa could come for an hour or two to help with risk management.”
(Respondent 4)

In line with the training needs, cooperatives also indicated a need for guidance in inventory

management for CBMs and management involved in wholesale and retail activities.

“If possible, IKMa could come for an hour or two to help with inventory.”

(Respondent 4)

“I feel more comfortable if IKMa comes to the school to assist CBMs and teachers in
managing stocks.”

(Respondent 5)

Table 1 presents the integration of findings from both the quantitative (survey) and
qualitative (interview) phases of the study, offering a comprehensive view of the financial
management guidance needs among cooperative board members (CBMs). The results reveal
convergence between methods on several key areas, including financial reporting, risk
management, and accounting system usage. These overlaps, indicated by asterisks (**),
affirm the criticality of such domains across different cooperative contexts. The survey data
highlight the perceived importance of structured support in budgeting, capital management,
and financial performance evaluation. Meanwhile, interview insights underscore the practical
challenges faced in implementing these functions, especially in areas like computerized
accounting systems and inventory control. This triangulated approach enhances the reliability

of the findings by capturing both perceived needs and lived experiences. Overall, Table 1
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underscores the need for targeted, context-specific financial guidance to empower CBMs in

managing their cooperative finances more effectively and sustainably.

Table 1: Quantitative and qualitative findings for guidance needs

Guidance Need
Survey Interview

e (Capital management e Performance analysis**
e Budget management e Financial reporting**
e Financial Information system** e Marketing
e Basic Bookkeeping and Financial e Accounting system operation

Reporting** e Inventory/stock management
e Financial performance evaluation ** e Financial management
e Working capital management e Risk management™*
e Risk management ** e Governance

e Accounting system recording®*

** overlap in findings between quantitative and qualitative findings

Based on Table 1, adjustments to the questionnaire and interview findings are necessary due

to overlap. This can be shown by the asterisk symbol (**). The results of this adjustment

found that there are 12 guidelines for micro and small cooperatives, as shown in Table 2.

Table 2: Summary of guidance needs for micro and small cooperatives

Guidance Need
1. Capital Management 1. Accounting System Operation
2. Budget Management 2. Inventory/Stock Management
3. Working Capital Management 3. Financial Management
4. Performance Analysis 4. Risk Management
5. Financial Reporting 5. Governance
6. Marketing 6. Accounting System Recording

Table 2 consolidates the key areas of financial management guidance needs derived from the

adjusted findings of both quantitative and qualitative data. It outlines twelve core domains
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where micro and small cooperatives require structured support to improve financial
competency and governance. These areas include foundational functions such as budget and
capital management, as well as more technical elements like accounting system recording and
performance analysis. The inclusion of inventory/stock management and marketing reflects
the practical operational realities of cooperatives involved in trading and service delivery.
Governance is also emphasized, aligning with national cooperative policy goals and the need
for transparent, accountable leadership. This summary serves as a strategic guide for
policymakers, particularly training institutions such as IKMa, in developing targeted modules
and guidance to the cooperatives. Table 2 effectively captures the multifaceted nature of
financial management in cooperatives and highlights the urgent need to build CBMs’

capacity across both technical and strategic dimensions.

CONCLUSION AND RECOMMENDATIONS

The study’s objectives have identified 12 guidance needs for CBMs and cooperative
management, highlighting the general need for financial management guidance and specific
financial statement analysis, inventory management, and risk management. A summary of the

key findings is presented in Table 3.

Table 3: Summary of findings

Objectives of the Subject Summary of the Study
Study

» Comprehensive information regarding the
financial management guidance needs of
Study Gaps micro and small cooperatives using both
instruments, namely questionnaires and

interviews.
Assessing the need for

financial management e The literature review has discussed the

guidance for Literature financial management guidance needs of

cooperatives Review cooperatives in general, but not specifically

for micro and small cooperatives.

e The study methodology  uses
Methodology ) ) ) )
questionnaires and interviews.
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) * Descriptive analysis and theme analysis /
Analysis ) )
Thematic Analysis.
Findings * There are 12 guidance needs.

The findings have significant implications for the Cooperative Institute of Malaysia (IKMa)
to enhance the capacity and performance of micro and small cooperatives through human
capital development programs. Based on the results and discussion, further studies are needed
to examine the aspects not fully addressed in this study, such as conducting research on
cooperatives receiving targeted guidance within the mentoring programs offered by IKMa or

other parties and developing financial management training for micro and small cooperatives.

In addition, there is a need to assess the long-term impact of such guidance on the financial
sustainability and governance quality of cooperatives. Future research may also explore the
effectiveness of various pedagogical approaches, such as hands-on workshops, digital
learning platforms, or peer-to-peer mentoring, in delivering financial training. Furthermore,
collaboration between IKMa, SKM, and academic institutions could enhance the scope and
relevance of training content, ensuring it aligns with evolving regulatory standards and
technological advancements. Expanding the scope of training modules to include ESG-
related financial reporting and digital accounting tools can also future-proof cooperatives
against emerging challenges. Ultimately, continuous evaluation of guidance interventions

will be essential in refining capacity-building strategies for the cooperative sector.
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