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ABSTRACT 

This study employs a qualitative research approach to explore digitalisation adaptation 

practices among the management of small and medium cluster cooperatives in Peninsular 

Malaysia. It examines the tools, platforms, and processes involved—including social media 

marketing, payment systems, online management systems, and e-commerce platforms—while 

investigating the factors influencing adaptation and the challenges faced. The study selected 

seven small and medium cluster cooperatives, each having implemented digitalisation for a 

minimum of two years, using purposive sampling. One key informant per cooperative, 

typically a board member or manager, participated in face-to-face interviews conducted 

using a structured protocol. Data were analyzed using NVivo software through a rigorous 

coding process to generate thematic findings aligned with the study’s objectives. Based on 

these findings, a framework for digitalisation adaptation capabilities was developed to 

support small and medium cluster cooperatives in Peninsular Malaysia. This framework 

provides contributions across four key dimensions: theoretical, methodological, empirical, 

and practical, thereby strengthening digitalisation adaptation efforts among cooperatives. 
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INTRODUCTION 

Small and medium cluster cooperatives (SMCCs) in Peninsular Malaysia are increasingly 

confronting unanticipated economic disruptions alongside the rapid advancement of Industry 

4.0. These cooperatives, often the backbone of local community economies, face significant 

pressure to adapt and remain competitive in a rapidly changing digital landscape. Clarifying 

this scope early ensures a focused understanding of the unique challenges and opportunities 

faced by SMCCs. The integration of digital marketing strategies, electronic payment systems, 

and online business tools has become the prevailing standard and is essential for modern 

business operations. To expand their market reach, cooperatives must develop a 

comprehensive understanding of digital platforms, enabling them to adapt to evolving 

business norms and leverage digital business opportunities effectively. Moreover, the 

COVID-19 pandemic has created opportunities for cooperatives to accelerate the adoption of 

digitalisation by transitioning from conventional business models to digital enterprises, 

offering online products and services (Abdul Rahman & Abdullah, 2020).  

 

However, many cooperatives, particularly small and medium clusters, still exhibit significant 

deficiencies in information and communication technology (ICT) capabilities. These ICT 

gaps hinder their ability to conduct business effectively in the digital economy (Arifin et al., 

2022; Meerangani et al., 2021; Nurdany & Prajasari, 2020). Strengthening ICT capacity is 

therefore crucial for cooperatives to remain competitive and sustainable. A critical inquiry 

arises: What are the strategies for digitalisation adaptation among small and medium cluster 

cooperatives in Peninsular Malaysia? What determinants influence this transition, and what 

challenges do cooperatives encounter? Accordingly, this study aims to investigate the 

strategies for digitalisation adaptation, identify the determinants influencing adoption, and 

examine the challenges faced by the management of SMCCs in Peninsular Malaysia. 

 

LITERATURE REVIEW 

The Fourth Industrial Revolution has catalyzed a paradigm shift in digital transformation, 

marked by organizational change driven by technological advancements (Widnyani et al., 

2021). Digitalisation optimizes operational efficiency, broadens market reach, enhances 

revenue generation, and improves service quality and customer engagement. However, 

despite the global surge in technology adoption, the digitalisation process within cooperatives 

remains uneven and often contested (Nurdany & Prajasari, 2020). This highlights a persistent 

 

ICT gap that hinders cooperatives’ competitiveness in the digital economy (Arifin et al., 

2022; Meerangani et al., 2021). The diffusion of innovation theory explains how digital 

technologies spread through cooperative networks, reshaping governance structures and 

innovation patterns (Rogers, 2003). However, many cooperatives, particularly in Malaysia, 

continue to operate using traditional management frameworks, with limited integration of 

digital tools and systems (Meerangani et al., 2021). Cristobal-Fransi et al. (2020) analyzed 

the digital maturity of agri-food cooperatives’ websites using content analysis and eMICA 

methodology, revealing that while some cooperatives exhibit higher digital readiness (e.g., oil 

cooperatives), most still face challenges in effective online communication and e-commerce 

engagement with their target audiences.  

 

This finding is consistent with other studies highlighting ICT adoption gaps in the 

cooperative sector. Kartikawati (2025) examined digitalisation adaptation at the CU Sehati 

Cooperative in Jakarta through the lens of Innovation Diffusion Theory. The study 

underscored the critical role of cooperative leadership in shaping digital adoption strategies 

and fostering a culture of technological innovation. However, the research also revealed 

significant barriers, including limited digital literacy among cooperative members, inadequate 

infrastructure, and cultural resistance to technological change. These insights reinforce the 

understanding that cooperatives face complex challenges in transitioning to digital platforms, 

despite an overall increase in digital awareness. Although the COVID-19 pandemic 

accelerated digital adoption efforts among some cooperatives (Abdul Rahman & Abdullah, 

2020), challenges remain. Kaurav (2025) emphasised that cooperatives require leadership 

commitment, strategic planning, and a supportive digital culture to foster innovation and 

technological adaptation effectively. Nevertheless, cooperatives often struggle with resource 

constraints, limited technical skills, and a lack of awareness—factors that impede successful 

ICT adoption. These challenges align with other studies indicating barriers, including 

insufficient ICT infrastructure, security concerns, and high implementation costs (Abdullah, 

2019; Rashid, 2016). Furthermore, managers’ ICT expertise strongly influences how 

financial resources are allocated for digital adoption (Ramdani et al., 2013; Millhiser, 2020). 

Given these challenges, strengthening ICT capacity is essential to enable cooperatives to 

adapt to the demands of the digital economy and remain competitive and sustainable. 
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RESEARCH METHODOLOGY 

This study employs a comprehensive qualitative exploratory methodology to generate in-

depth insights into the practices, factors, issues, and challenges faced by small and medium 

cluster cooperatives in Peninsular Malaysia in adapting to digitalisation. Study participants 

were identified from the "Top 350 Cooperatives of 2021" list obtained from the Malaysian 

Cooperative Commission (SKM) through purposive sampling strategies. Predefined 

eligibility criteria were set, focusing exclusively on small and medium cluster cooperatives 

with an annual revenue range between RM200,000 and RM5 million and a minimum of two 

years of digitalisation adaptation experience. No restrictions were imposed regarding the 

nature or degree of digitalisation adaptation.  

 

Participants included board members, managers, or staff actively engaged in administrative, 

managerial, or operational functions within the cooperatives. Empirical data were gathered 

via seven (7) semi-structured, face-to-face interviews with informants from small and 

medium cluster cooperatives across Peninsular Malaysia. These interviews allowed for 

flexibility in probing emerging issues while maintaining consistency across key topics. 

Interviews were systematically conducted across various geographical zones, including the 

Northern Zone (Perak and Penang), Central Zone (Selangor), Eastern Zone (Terengganu), 

and Southern Zone (Johor and Melaka). A thematic analytical approach was utilized to 

examine the study findings. The NVivo software facilitated this process, involving multiple 

stages: open coding, axial coding, and selective coding. These stages were instrumental in 

identifying and categorizing themes emerging from the data, facilitating a systematic and 

methodologically sound analytical process.  

 

This study acknowledges several limitations. The study focused exclusively on small and 

medium cluster cooperatives listed in the "Top 350 Cooperatives of 2021" in Peninsular 

Malaysia. It limited its scope to exploring digitalisation adaptation practices, factors 

influencing adoption, and the challenges encountered. The study did not measure the overall 

impact of digitalisation, as some cooperatives had not yet fully implemented digitalisation 

across all aspects of their operations. Additionally, there was no available information from 

SKM on the digitalisation level of cooperatives. Furthermore, one informant who was 

selected for an interview did not meet the sample selection criteria due to inaccurate primary 

data provided by SKM, which was only discovered after the interview was conducted. 

 

Consequently, data from that interview could not be included in the findings, resulting in a 

reduced sample size. Moreover, the preliminary screening of informants before fieldwork 

was limited to the use of social media and cooperative websites. 

 

ANALYSIS AND FINDINGS 

Seven cooperatives in Peninsular Malaysia that met the researchers’ predefined criteria were 

selected and interviewed for this study. The sample comprises two cooperatives from the 

small cluster and five from the medium cluster. Table 1 presents the demographic profile of 

the selected cooperatives. 
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Digitalisation Adaptation Practices in Small and Medium Cluster Cooperatives in 

Peninsular Malaysia 

The findings indicate that the adaptation of digitalisation practices in cooperatives is closely 

linked to their ability to transition from traditional methods to technological applications. 

This shift not only transforms operational processes but also influences business strategies 

and governance. Table 2 presents the key themes related to digitalisation adaptation practices 

in these cooperatives. 

Table 2: Themes of cooperative digitalisation adaptation practices 

Themes Sub-Themes 

The proactive role of 
implementers and users in 
digitalisation 

• Emphasise the role of young cooperative members in 
accelerating digitalisation efforts. 

• Increase the involvement of cooperative staff in the 
digital transition process. 

• Strengthen the competency of cooperative staff in 
digitalisation. 

 

Fostering digitalisation in 
cooperative transformation 
efforts 

• Progressively adapt digitalisation efforts within 
cooperatives. 

• Implement systematic member management using 
digital tools. 

• Increase awareness of digitalisation among cooperative 
members and staff. 

 

Enhancing the efficiency of 
cooperative governance 
 

• Digitalisation enhances the efficiency of cooperative 
administration. 

• Digitalisation strengthens the cooperative’s customer 
database. 

• Digitalisation facilitates internal information sharing 
within the cooperative. 

• Digitalisation improves the efficiency of financial 
management. 

 

Comprehensive and effective 
cooperative governance 

• Board members must possess strong governance skills. 
• Governance challenges remain a key issue in 

cooperative digitalisation. 
 

 

 

Factors Influencing Digitalisation Adaptation in Small and Medium Cluster 

Cooperatives in Peninsular Malaysia 

The study reveals that the awareness and proactive engagement of cooperative management 

and board members primarily drive the adaptation of digitalisation in small and medium 

cluster cooperatives. This internal factor serves as a key driver for digitalisation adoption. 

Additionally, external factors such as market demand, technological support, and government 

incentives also facilitate implementation. Table 3 presents the themes related to these 

influencing factors. 

Table 3: Themes of cooperative digitalisation adaptation factors 

Themes Sub-Themes 

Openness of the board of 
directors to embrace 
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• Board members should adopt an open-minded approach. 

• Board members should develop competence in 
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expansion 

• Promote flexibility in work arrangements. 

• Recognise that the COVID-19 pandemic catalysed 
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Enhancing digital talent 
development 
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Digitalisation as a means for 
cooperative business 
sustainability 

• Digitalisation enhances cooperative productivity. 

• Digitalisation facilitates monitoring of cooperative 

operations. 

• Digitalisation improves cooperative business 

management. 

• Digitalisation supports cooperative business promotion. 

• Encourage online business transactions. 

 

Issues and challenges in digitalisation adaptation among small and medium cluster 

cooperatives in Peninsular Malaysia 

Several issues and challenges were identified that affect the adaptation of digitalisation in 

cooperatives. Both external and internal factors influence these challenges. Table 4 presents 
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the approaches to addressing these issues and challenges among small and medium cluster 

cooperatives. 

Table 4: Themes of issues and challenges in cooperative digitalisation adaptation 

Themes Sub-themes 

Expanding market reach 
through digital platforms 
and social media. 

• Social media aids market expansion. 
• Digital platforms facilitate market growth. 

Continuous government 
support for digital 
infrastructure and financing. 

• Government agency incentives for system access. 
• Financial incentives in cooperative digitalisation 

agendas. 
• Government agency channels for digitalisation 

information. 

Accelerating the transition 
from conventional to digital 
operations. 

• Time constraints in digitalisation agendas. 
• Challenges in transitioning from conventional 

transactions. 
• Difficulties in shifting to digitalisation. 

Strengthening the 
sustainable digitalisation 
agenda for cooperatives. 

• Integrated synergy of internal cooperative stakeholders in  
Digitalisation agendas. 

• Collaborative synergy of external stakeholders in  
Digitalisation efforts. 

Empowering internal 
cooperative resources. 

• Dependence on external digital expertise. 
• High costs associated with  Digitalisation activities. 

 

Framework for digital adaptation capacity of small and medium-sized cooperative 

clusters in Peninsular Malaysia 

Three key elements influence the cooperative environment in ensuring the effectiveness of 

digital adaptation implementation: 

1. The practices of adaptation implementation are closely tied to the routines and habits 

of cooperatives in adopting technological applications. 

2. The inhibiting factors that contribute to the adaptation process. 

3. The challenges or issues that need to be addressed when cooperatives implement such 

adaptations. 

 

Figure 1 illustrates the framework for the digital adaptation capacity of cooperatives. This 

framework provides a structured approach to understanding the dynamics of digital 

adaptation within small and medium-sized cooperative clusters in Peninsular Malaysia, 

highlighting the interplay between practices, barriers, and challenges in the digital 

transformation process. 
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Table 5: Recommendations for stakeholders 

Stakeholder Key aspects 

Ministry of 
Entrepreneur and 

Cooperatives 
Development 
(KUSKOP) 

1) Support the empowerment of small and medium cooperatives. This 
will enhance their contribution to the national economy. Ensure 
alignment with key policy documents, including the National 
Entrepreneurship Policy 2030, the Cooperative Transformation 
Plan (2021–2025), and the Malaysia Digital Economy Blueprint 
(MyDigital) 2021–2030. 

2) Assist relevant ministries in providing business support, 
particularly by improving cooperative infrastructure in rural areas. 

3) Enhance policies and regulations related to the digitalisation of 
small and medium cooperatives. This aims to strengthen their 
business operations and competitiveness. 

Malaysia 

 Cooperative Societies 

Commission (SKM) 

1) Provide dedicated digitalisation financing. This can be done 
through financial assistance or digitalisation grants. 

2) Deliver comprehensive information on digitalisation funding 
sources. Pay particular attention to cooperatives in rural areas. 

3) Establish strategic networks with manufacturers. This will facilitate 
the bulk procurement of ICT hardware and related necessities. 

4) Develop a digitalisation activity database. Categorise it by 
cooperative clusters for ease of reference. 

5) Formulate guidelines for best practices in digitalisation. 
6) Issue official directives for cooperatives to implement digitalisation 

initiatives. Support these efforts with rebate incentives from any 
relevant Trust Fund (Development or Education) for cooperatives 
engaged in digitalisation activities. 

Cooperative  

Institute of Malaysia 

(IKMa) 

1) Enhance targeted awareness and digitalisation culture programs. 
Focus on small and medium-sized cooperatives, especially those in 
rural areas. 

2) Provide tailored guidance and skills training. Align these programs 
with each cooperative’s specific needs and determine an 
appropriate mentorship duration. 

3) Offer system expertise assistance. Appoint suitable service 
providers or consultants according to the cooperative’s 
requirements. 

 

Cooperative 

1) Strategically plan digitalisation-related training for board members 
and management staff. 

2) Allocate financial resources from internal cooperative funds. This 
is essential to ensuring the effective implementation of 
digitalisation initiatives. 

3) Implement the framework for digitalisation adaptation capacity 
developed in this study. 

 

This study explores the digitalisation adaptation practices among small and medium cluster 

cooperatives in Peninsular Malaysia. It identifies key factors influencing adoption and the 

challenges faced during the transition. The findings reveal that digitalisation is crucial for 

enhancing operational efficiency, expanding market reach, and ensuring the sustainability of 

cooperatives in an increasingly competitive and digitally driven business environment. The 

study highlights the proactive role of cooperative management and board members in driving 

digital transformation. Internal awareness and external pressures, such as the COVID-19 

pandemic, serve as significant catalysts for adoption. However, challenges persist. These 

include limited digital infrastructure, high implementation costs, and resistance to change, 

particularly in rural areas.  

 

The development of a framework for digital adaptation capabilities provides a structured 

approach to understanding the interplay between adaptation practices, influencing factors, 

and challenges. This framework offers valuable insights for policymakers, cooperative 

agencies, and cooperative management. It can foster a digital culture, improve governance 

efficiency, and support sustainable digital transformation. The study underscores the 

importance of continuous government support, targeted training programs, and strategic 

financial investments. These elements are essential to bridging the digital divide and 

empowering cooperatives to thrive in the digital economy. In conclusion, digitalisation 

presents both opportunities and challenges for small and medium cluster cooperatives in 

Peninsular Malaysia. By addressing the identified barriers and leveraging the proposed 

framework, cooperatives can enhance their digital capabilities, improve service delivery, and 

contribute more effectively to the national economy. Future research should focus on 

longitudinal studies to assess the long-term impact of digitalisation on cooperative 
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performance. Additionally, region-specific strategies should be explored to address the 

unique challenges faced by rural cooperatives. 
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