
Volume 18  |  2022 1

1 
 

 FACTORS INFLUENCING CO-OPERATIVE BUSINESS 
PERFORMANCE: A CONCEPTUAL FRAMEWORK 

 

Mazdhee Mohamad Hussain 
Universiti Utara Malaysia, Sintok Kedah 

 
Author e-mail: mazdheemh@gmail.com 

Received 10 November 2021; Revised 24 May 2022; Accepted 16 June 2022 

 
ABSTRACT 

 

In Malaysia, the co-operative movement started in 1922 with only 11 co-operatives and the number 

increased to 14,834 as of December 2021. The government has undertaken vigorous efforts by providing 

assistance programmes in the form of financial and non-financial support to intensify the co-operative 

business performance. However, the contribution of co-operative to Malaysia’s gross domestic products 

(GDP) is still insignificant. Furthermore, the management of the assistance programmes by the co-

operatives must be taken into consideration to ensure the programmes meet their objectives. Hence, this 

study aims to examine the factors influencing co-operative business performance by investigating the 

relationship between financial support, non-financial support, and co-operative business performance. 

In addition, this study investigates the moderating role of managerial competencies on the relationship 

between financial support, non-financial support, and co-operative business performance. A conceptual 

framework is developed, and four hypotheses are established to facilitate the validation of the study. 

Theoretically, this study provides new insights into the body of knowledge, including the underpinning 

theories namely resource-based view (RBV) and competency-based view (CBV), and practically 

contributes information to the relevant stakeholders.  

 

Keywords: Business performance, co-operative, financial support, managerial competencies, non-

financial support. 
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INTRODUCTION 

The number of co-operatives in Malaysia has increased over the last 99 years, starting with only 

11 co-operatives in 1922 (Hashim & Fawzi, 2015) to 14,834 as of December 2021 (SKM, 

2022). As of the same reporting date, the total co-operative members stood at 7.08 million, with 

total revenue at RM37.90 billion and total assets at RM154.98 billion (SKM, 2022). The co-

operative sector has been acknowledged as the third engine of the national economy (Othman, 

Mansor & Kari, 2014), to eradicate poverty and distribute wealth at the national scale (Aris et 

al., 2018). Thus, the co-operative business model is deemed resilient to economic crises (Aris 

et al., 2018).  

 

Looking at their importance to the national economy and community, the Malaysian 

government has established the Co-operatives National Policy (CNP) 2002–2010 to streamline 

the structure of the relevant authorities. Subsequently, CNP 2011–2020 was introduced to 

increase co-operatives’ contribution to GDP (SKM, 2022). On 11th July 2019, the government 

launched the National Entrepreneurship Policy (NEP) 2030 (KUSKOP, 2022), in which one of 

its aspirations is for co-operatives to contribute significantly to the GDP at RM60 billion by 

2025 and RM100 billion by 2030. The government had on 30th March 2021 launched the 

Malaysian Co-operative Transformation Plan (Pelan Transformasi Koperasi Malaysia, 

TRANSKOM) 2021–2025 (SKM, 2022). Its main objectives are to encourage the co-operative 

to be agile, progressive, competitive, and providing clear directions to accelerate and intensify 

the development and sustainability of the co-operative movement (SKM, 2022).  

 

Therefore, the government has established numerous assistance programmes to support the co-

operative movement (Chukwukere & Baharuddin, 2012; Hashim & Fawzi, 2015). Despite the 

assistance programmes, the contribution by co-operatives to GDP is minimal as compared to 

the small and medium enterprises (SME) (Aris et al., 2018). As of December 2021, the co-

operative contribution to GDP stood at only 2.8%, while the SME sector recorded at 38.2% 

(DOSM, 2022). It is still minimal compared to the contribution of co-operative in other Asian 

countries such as Singapore (5%), Thailand (19%), and Vietnam (26%) (Khan et al., 2014).  

 

Besides, the details on what determines the success or failure of co-operatives, the issues they 

are facing, and the way they are managed are limited (Hashim & Fawzi, 2015). Various issues 

and research areas related to co-operatives require further research to assess the impact of the 
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assistance programmes, particularly financial and non-financial support, provided by the 

supporting agencies. Furthermore, the managerial competencies of co-operatives, i.e., 

communication skills, planning, organising, strategic management, teamwork spirit, and 

customer focus (Masoud & Khateeb, 2020) are to be ascertained, especially its role in 

optimising the financial and non-financial support and ensuring the business performance and 

competitive advantage of the co-operatives stay intact and top-notch (Othman et al., 2014).  

 

Thus, it is essential to gauge the relationship between financial and non-financial support as the 

independent variables (IVs) and the co-operative business performance as the dependent 

variable (DV). In addition, the moderating role of managerial competencies on the relationship 

between the IVs and DV must be examined accordingly to discover the strength and direction 

of the relationship between the IVs and DV.  

 

PROBLEM STATEMENT  

The co-operative sector has recorded significantly lower contribution to GDP as compared to 

the SME sector. The trends of contribution to GDP by co-operatives and SMEs for the last ten 

years (2012–2021) are depicted in figure 1. 

 

 
Figure 1: Contribution of co-operatives and SMEs to GDP (2012–2021) 

Sources: SKM (2022); DOSM (2022) 

 

The contribution of the co-operative sector to GDP is the lowest at 2.8% in 2021 and the highest 

at 4.2% in 2013. Meanwhile, the contribution trend of SMEs to GDP has increased from 32.7% 

in 2012 to 38.2% in 2020 and 2021, the highest was 38.9% in 2019. Among the root causes of 

lower contribution by co-operatives are poor financial performance, cash flow mismanagement, 
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unwillingness to enforce sanctions on members violating the law, and contravention of the 

international principles (Bidin, 2007; Carr, Kariyawasam & Casil, 2008). These can be 

attributed to lack of managerial competencies (Aris et al., 2018). Lajuni et al. (2019) 

emphasised that it is vital for co-operatives to appoint competent managers to accelerate their 

business. It can be construed that, without managerial competencies, financial and non-financial 

support may defeat the purpose.  

 

The importance of managerial competencies in co-operatives is emphasised by looking at the 

previous management issues involving co-operatives, which were recorded in the history of the 

co-operative sector as follows: 

 

Table 1: History of the mismanagement of co-operatives in Malaysia 
Year Issues 

1975 

 

Bank Kerjasama Rakyat Malaysia Berhad (BKRM) was declared insolvent due to its accumulated losses 

of RM65 million. The White Paper unveiled the malpractices committed by the Managing Director and 

the top management. 

1986 

 

Fraud and fund mismanagement by Deposit Taking Co-operatives (DTCs) resulted in 24 DTCs 

experiencing losses amounting to RM673 million. The White Paper divulged that the root causes are 

lack of professionalism, imprudence, absence of expertise, and management corruption, which resulted 

in the suffering of a substantial number of co-operatives.  

1987 

 

The Co-operative Central Bank (CCB) has been insolvent. Established in 1958, CCB was a bank for 

other co-operatives. The funds had been wiped out, and they could not repay its total deposit liabilities. 

The accumulated losses recorded at RM726 million were caused by gross mismanagement and 

imprudent decision to offer financing to a small group of borrowers. 

1998 

 

The Malay Officers Co-operative Credit and Investment Society (MOCCIS), established in 1934 had a 

problem with RM78 million debt and negative cash flow. The problem arose when MOCCIS suffered 

huge losses from the wrong investment decision undertaken in the middle of 1997. 

2009 

 

The National Rubber Smallholders Co-operative (NARSCO) was facing difficulties in meeting its 

financing obligation with a total debt amounting to RM20 million. The root cause was a lack of 

accounting knowledge and ineffective decision made by its management. 

2009 Investigation on the Malaysian National Co-operative Movement (ANGKASA) against the allegation 

of misappropriation of funds involving transactions amounting to RM20 million in a day. 

2016 Two of Bank Kerjasama Rakyat Malaysia Berhad’s (BKRM) top management were arrested to assist in 

the investigation of allegations of corruption amounting to RM15 million (New Straits Times, 7th 

September 2016).  
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Year Issues 

2017 Koperasi Telekom Malaysia Berhad’s Chairman, Secretary, and Treasurer were arrested and remanded 

by the Malaysian Anti-Corruption Commission (MACC) due to suspected fraud and abuse that caused 

the co-operative to lose RM23 million (The Star Online,12th June 2017). 

Sources: Thuraisingham (2008) 

 

Table 1 highlights the concerns on managerial competencies in co-operatives which 

demonstrated that, without managerial competencies, the co-operative business may collapse.  

 

ANTICIPATION OF THE STUDY  

The study is anticipated to figure out:  

(i) The relationship between financial support and co-operative business performance. 

(ii) The relationship between non-financial support and co-operative business performance.  

(iii) The moderating effect of managerial competencies on the relationship between financial 

support and co-operative business performance. 

(iv) The moderating effect of managerial competencies on the relationship between non-

financial support and co-operative business performance. 

 

LITERATURE REVIEW 

Co-operative business performance 

Business performance is defined as the ability of an organisation to satisfy its stakeholders (Vij 

& Bedi, 2016) or continuous action of an organisation to achieve economic continuity and 

accomplish its mission and vision (Masoud & Khateeb, 2020). A comprehensive assessment of 

business performance shall consist of both operational and financial indicators (Murphy, Trailer 

& Hill, 1996). The operational and financial indicators can be measured using the primary, and 

secondary data respectively (Mohamad, Othman & Mohamed, 2013). The operational 

indicators are based on the assessment of organisational productivity, quality, innovativeness, 

market orientation, growth, competitive advantage, customers, employees, and society (Subhan 

et al., 2017) whereas financial indicators are based on accounting assessments (Murphy et al., 

1996).  

 

Even though business performance indicators are extensively discussed in the previous studies, 

there is no consensus on the dimensions of business performance (Vij & Bedi, 2016). The use 
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of appropriate measurements is crucial to ensure a study meet its main objectives (Murphy et 

al., 1996). Among operational indicators used in the previous studies are product quality, 

market share, employee satisfaction (Harun & Mahmood, 2012), employee turnover (White, 

Maru & Boit, 2015), competitive advantage, productivity, innovativeness, market (Subhan et 

al., 2017; Veliu & Manxhari, 2017), customer base growth, growth in the number of employees, 

and a comparison of the company against its competitors (Murphy et al., 1996; Suliyanto & 

Rahab, 2012; Rahman et al., 2015). Additional elements in the context of co-operatives, is 

members’ satisfaction, membership growth (Sushila et al., 2009) and the capacity of co-

operatives to pay dividends to their members (Shamsuddin et al., 2018).  

 

On the other hand, the financial indicators used in the previous studies are profits and revenues 

(Pergelova & Ruiz, 2014), return on assets (ROA) and return on equity (ROE) (Khan et al., 

2014), return on sales (ROS), profitability, growth, and expansion of assets (Subhan et al., 

2017), and sales growth (Yaacob, Khan & Yaacob, 2012; Arthur, 2011; Rizal, Suhadak & 

Kholid, 2017). In a nutshell, most research agreed that financial indicators comprise of profit, 

revenue, and ratios to indicate the strength of an organisation’s financial position, while growth 

and expansion of assets indicate the organisational progress (Vij & Bedi, 2016). 

 

Financial support  

Financial support is construed as financing resources (Tam & Tan, 2007; Jasra et al., 2011), 

financial services or funding packages (Subhan et al., 2017), and financing structuring (Kanyare 

& Mungai, 2017). Financial support obtained from the government, banks, financial 

institutions, supporting agencies, and equity participation is known as formal sources (White et 

al., 2015). On the other hand, financial support from family members, personal savings, friends, 

relatives, and unofficial lenders are known as informal sources (White et al., 2015). Both 

sources contribute to the success of an organisation if the financial resources are used wisely 

and managed appropriately (White et al., 2015).  

 

Financial support is the key determinant to boost business performance, especially for 

businesses in the start-up phase (Adegbite, 2001; Yaacob et al., 2014; Hashim & Fawzi, 2015), 

to ensure business survival (Rahman, Yaacob & Radzi, 2016) and to enhance customer 

satisfaction and loyalty (Carr et al., 2008). Among the issues regarding financial support are 

insufficient financing (Mohamad et al., 2013), limited access to financing, lack of information 



Volume 18  |  2022 7

7 
 

on financial sources, stringent requirements imposed by the service providers, track record 

deficiency, and limited recourse to collateral (Subhan et al., 2017). These issues might hinder 

a business from performing and operating smoothly, resulting in slower infrastructure, weaker 

financial position, and lag in technological support (Mohamad et al., 2013). Research on the 

relationship between financial support and business performance has ambiguous outcomes, 

both significant (Ansah, Cudjoe & Poku, 2017; Subhan et al., 2017) and insignificant 

(Pergelova & Ruiz, 2014).  

 

Non-financial support 

Non-financial support must be included to gauge comprehensive attributes of the business 

performance (Subhan et al., 2017). In this study, non-financial support is defined as the in-kind 

assistance programmes provided by the government, banks, financial institutions, and 

supporting agencies to co-operatives to intensify their business performance. The importance 

of non-financial support to business performance is evident in previous studies (Hashim & 

Fawzi, 2015). Moreover, Subhan et al. (2017) outlined how neglecting non-financial support 

attributes would cause issues related to business performance.  

 

Mohamad et al. (2013) have investigated the relationship between non-financial support, such 

as training and development, and microcredit entrepreneurs’ success. Training and 

development were found to contribute significantly to the success of microcredit entrepreneurs. 

Hashim, Zakaria, and Fawzi (2008) have evaluated the effectiveness of the assistance 

programmes to co-operatives provided by the Malaysian National Co-operative Movement 

(ANGKASA), Malaysia Co-operative Societies Commission (MCSC), and Co-operative 

Institute of Malaysia (IKMa). The programmes include information, financing, infrastructure, 

training, and development, as well as advisory and consultation. The outcomes pertaining to 

the assistance programmes offered by the three supporting agencies are effective. However, the 

study has not ascertained the level of effectiveness in detail, which was only determined by 

gathering opinions from the co-operative management teams instead of assessing their business 

performance in-depth.  

 

On the other hand, previous studies have argued that the relationship between non-financial 

support and business performance is insignificant. For instance, Ansah et al. (2017) postulated 

that non-financial support such as business advisory and consultation services do not help the 
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new start-ups to gain a competitive advantage. Dikki et al. (2014) posited that non-financial 

support had minimal influence on the performance of women entrepreneurs due to mismatch 

between the non-financial support components and the business needs. In other words, the non-

financial support provided by the providers is not tailored to the actual needs of the business 

(Mathibe, 2010). In general, the non-financial support applies to the supply side rather than the 

demand side. Thus, it is vital to assess the non-financial support components before making it 

available to the organisations.  

 

Based on the literature review on the relationship between financial support, non-financial 

support, and business performance, there are two conclusions as follows: 

(i)    Limited studies have been conducted in the context of co-operatives in Malaysia 

(ii) The relationship between financial support, non-financial support, and business 

performance reported distinctive findings with significant and insignificant outcomes. 

Therefore, the researcher’s intention to explore the effects of a moderating variable on the 

relationship between the IVs and DV is deemed justified.  

 

Managerial competencies 

Co-operatives in Malaysia sometimes are associated with a lack of integrity, less adherence to 

good governance, lack of managerial accountability, scandalous issues, lack of managerial 

competencies, and inexperienced management (Mohamad et al., 2013; Othman et al., 2014; 

Islam et al., 2014). Furthermore, SKM has reported poor management, breach of trust, and fund 

misappropriation as the key issues faced by co-operatives (Hashim & Fawzi, 2015). In short, 

this suggested that the absence of managerial competencies may deteriorate co-operative 

business performance. Therefore, co-operatives need to have management teams with 

managerial competencies to ensure the business performance is sustainable.  

 

Managerial competencies are defined as a person’s basic characteristics and power to achieve 

their desired goals and objectives (Masoud & Khateeb, 2020). In addition, managerial 

competencies are regarded as the accomplishment of objectives or business performance due to 

the effectiveness of organisational management in optimising their tangible and intangible 

resources (Japelus, Hamzah & Salleh, 2015). Masoud and Khateeb (2020) highlighted six 

elements of managerial competencies such as communication skills, planning, organising, 

strategic management, teamwork spirit, and customer focus. These six elements are 
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significantly associated with business performance and managers with necessary competencies 

could lead organisations to perform better in business.  

 

Ahmed (2017) revealed that managerial competencies such as skills and knowledge are critical 

in ensuring superior business performance. Aris et al. (2018) argued that the key factor for the 

success of co-operatives is having effective management teams with experience in their 

respective field besides being well trained, community-minded, and able to communicate 

effectively with the members. Conversely, Levenson, Steder, and Cohen (2006) unveiled a 

weaker relationship between managerial competencies and business performance. They also 

stated that to have a strong impact on business performance, a proper managerial competency 

system must be established.  

 

Managerial competencies are pertinent, regardless of the co-operative size (Noordin et al., 

2011). A study of 89 small and micro co-operatives by Noordin et al. (2011) found that 

managerial competencies are among the main factors that influence the success of small and 

micro co-operatives. Besides, Snell and Lau (1994) revealed that small organisations need to 

have a management team with managerial competencies to accelerate business performance as 

compared to larger organisations. Furthermore, Othman et al. (2014) who assessed the business 

performances of 56 large cluster co-operatives highlighted that most successful co-operatives 

are managed by professional managers. The managerial competencies are among the main 

factors that drive the sustainability of the large cluster co-operative business performance 

(Othman et al., 2014). They also suggested that it is essential for co-operative managers to 

create a solid managerial and executive team by fostering understanding between members, 

management, and board of directors through effective communication (Othman et al., 2014). 

Therefore, co-operatives must carry out periodical review of managers’ remuneration and offer 

them with attractive packages based on performance (Othman et al., 2014). 

 

Pavao and Rosseto (2015) studied how managerial competencies such as stakeholder 

management capability (SMC) influences business performance in terms of economic-financial 

and social-environmental aspects. SMC is found to have a positive influence on economic-

financial and social-environmental performance (Pavao & Rosseto, 2015). Moreover, 

managerial competencies are imperative to ensure sustainability and to address the growing 

concerns of co-operative business performance (Pavao & Rosseto, 2015). This is in line with 

the study undertaken by Khan et al. (2014) which assessed the factors that influence the 
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continuous improvement of co-operative efficiency and revealed that managerial competencies 

are pertinent for the co-operative business sustainability.  

 

As Hayton (2015) mentioned, the major constraints of business performance are poor leadership 

and management skills. White et al. (2015) provided evidence that owner-manager involvement 

and resource management are positively related to the firm performance outcomes, particularly 

when its resources and financial structure (formal and informal) align with the performance 

resources and the performance being pursued. Hence, organisations must possess managerial 

competencies to achieve their ultimate objectives. 

 

Financial support, non-financial support, and managerial competencies of co-operative 

business performance 

Previous research identified a relationship between financial support or non-financial support 

or both, managerial competencies, and business performance. For example, a study conducted 

by White et al. (2015) found that financial support must be coupled with the human capital 

(managerial competencies) factor to ensure the successful performance of a business. They have 

outlined how both financial support and human capital (IVs) are vital to ensure business success 

(DV) and the survival of an organisation. Thus, lacking resources in any IVs can limit the 

potential growth of an organization (White et al., 2015). This is supported by Safiriyu and Njogo 

(2012) that the failure of SMEs to achieve their desired level of performance is due to 

managerial incompetence concerning financial activities, marketing, and human resources.  

 

Managerial competencies can assist organisations to identify and acquire unique resources 

(financial support and non-financial support) to improve their business performance. These also 

enhance the growth, sustainability, and returns of an organisation. Ying, Hassan, and Ahmad 

(2019) have proven how managerial competencies influence the organisational access to unique 

resources. They found that managerial competencies would be able to facilitate organisations 

to acquire unique resources which could bring in competitive advantage. Business performance 

also reflects the management ability and success in optimising the organizational resources i.e., 

financial and non-financial support (Kamukama et al., 2017; Orobia et al., 2020). In principle, 

business performance of an organisation can only get better by integrating financial support, 

non-financial support, and managerial competencies.  
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The importance of managerial competencies in optimising tangible and intangible resources for 

co-operatives is evidenced by a study conducted by Maulut, Mustafa, and Yahya (2014), in 

which there is a significant relationship between the success of credit co-operatives and 

managerial competencies. This is supported by Abd Aziz (2017) who suggested that for 

businesses to remain competitive in the global market, their financial and non-financial 

resources need to be managed efficiently. From another perspective, Rahman et al. (2016) 

argued that most of the government funds and other resources intended for businesses are used 

without proper record-keeping and planning by the management. Thus, the assistance 

programmes rendered do not meet their initial objectives. They also concluded that financial 

support, non-financial support, managerial competencies, and business performance are 

interrelated. 

 

Besides the direct relationship between managerial competencies and business performance, 

some studies examined the role of managerial competencies as mediator and moderator. Khan 

and Burki (2020) have explored the connection between financial support and business 

performance of SMEs, as well as the mediating effect of managerial competencies between 

those two variables. The study found that managerial competencies i.e., skills and knowledge 

mediate the relationship between financial support and business performance. Moreover, Khan 

and Burki (2020) confirmed that managers must optimise their organisational resources such as 

human resources (managerial competencies), external finance (financial support), and other 

resources (non-financial support) to perform in the business.  

 

In addition, the moderating role of managerial competencies is demonstrated in a study by 

Orobia et al. (2020), which revealed inventory management and managerial competencies are 

positively related to business financial performance. According to the authors, most of small 

businesses in Uganda are lacking in good managers with sufficient business skills. Small 

businesses without effective managers are liable to fail. Therefore, it is concluded that managers 

with the necessary competencies could drive organisations to achieve their mission and vision. 

A similar view was also drawn by Bidin (2007) who suggested that managerial competencies 

such as knowledge management has moderating effect on the relationship between the 

organisational effectiveness, managerial employees, and co-operative growth.  

 

Three major gaps discovered by the researcher are summarised in table 2. 

 



MALAYSIAN JOURNAL OF CO-OPERATIVE STUDIES12

12 
 

Table 2: Summary of research gaps 

No. Item / Reference Previous Study Identified Gap 

1 Focus Group 

Reference: Pergelova & Ruiz, (2014); 

Ansah et al., (2017); Subhan et al., 

(2017).  

Research on the influence of 

financial and non-financial 

support to business performance, 

covering SME and micro-

business fields. 

Limited studies on co-

operatives. 

2 The connection between financial 

and non-financial support with co-

operative business performance 

Reference: 

(i) Significant: Ansah et al., (2017); 

Subhan et al., (2017). 

(ii) Insignificant: Pergelova & Ruiz, 

(2014). 

Outcomes were ambiguous, 

there are significant and 

insignificant influence of 

financial and non-financial 

support on business 

performance.  

The need to explore 

moderating variables in 

determining the 

relationship between 

financial and non-financial 

support and business 

performance. 

3 Managerial Competencies 

Reference: Carr et al. (2008); Hashim 

& Fawzi, (2015). 

A limited number of studies 

focus on the management of co-

operatives.  

The need to incorporate 

managerial competencies 

as a moderating variable. 

 

 

UNDERPINNING THEORIES 

Resource-based view theory 

All independent variables in this study are premised on the resource-based view (RBV) theory. 

The RBV theory was devised by Penrose (1959) and reintroduced by Wernerfelt (1984). It is 

widely used in the previous studies, particularly to measure business performance and 

competitive advantage against their tangible and intangible resources. In general, RBV 

describes how resources and capabilities can be leveraged as a foundation (Wernerfelt, 1984, 

Barney, 1991; Peteraf & Barney, 2003) to improve business performance and competitive 

advantage. Therefore, this theory explains that business performance and competitive 

advantage depend on the way organisations optimise their resources and capabilities 

(Wernerfelt, 1984; Barney, 1991; Conner & Prahalad, 1996).  

 

Barney (1991) has grouped resources into tangible (physical) and intangible (non-physical) 

categories. Tangible resources are in the form of machinery and equipment, the latest 

technology, efficient working processes, and managerial competencies (Wernerfelt, 1984). 
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Meanwhile, intangible resources are the brand image, reputation, customer loyalty, and 

intellectual property rights. Unique resources can facilitate an organisation to deliver better 

products and services as well as fulfil customer needs more effectively, compared to 

organisations with lesser resources (Garud & Kumaraswamy, 2005).  

 

To recap, the RBV theory plays an important role, particularly in improving business 

performance and gain competitive advantage for the organisation. Therefore, the organisation 

shall fully optimise its resources that have substantial value to achieve its mission and vision. 

The RBV theory also points out the need for managerial competencies, which reflect the 

organisational ability and capacity to fully optimise their valuable resources to achieve their 

goals and objectives (Acquaah & Agyapong, 2015). Hashim (2008) posited that few studies on 

co-operatives have attempted to adopt the RBV theory, particularly in the Malaysian context. 

 

Competency-based view theory 

The competency-based view (CBV) theory is established using the RBV theory as a foundation. 

The RBV theory suggested that inter-organisational competition depends on how effective and 

efficient organisations control their resources. The CBV theory takes a further step by 

suggesting that an organisation can become more successful if the resources available are used 

more effectively and efficiently (Freiling, 2004). Many research propounded that the CBV 

theory explains how organisations develop strategies to deploy their resources (Sanchez, Heene 

& Thomas 1996; Gray, 2006). In other words, it involves organisations having the managerial 

competencies to create a competitive advantage and perform better. Ultimately, the best 

reflection of competitive advantage in a global market is the organisational business 

performance. It is essential for managers to develop and maintain the skills and competencies 

to support the strategic direction, and ultimately, the mission and vision of an organisation. 

 

CONCEPTUAL FRAMEWORK 

The conceptual framework has been developed by the researcher following a comprehensive 

review of the literature and the study objectives. The framework is made up of two IVs − 

financial support and non-financial support, one DV which is the co-operative business 

performance, and one moderating variable (MV) − managerial competencies. The aims are to 

explore the relationship between financial support, non-financial support, and co-operative 



MALAYSIAN JOURNAL OF CO-OPERATIVE STUDIES14

14 
 

business performance, and to investigate how managerial competencies moderate the 

connection between the IVs and DV. The conceptual framework is illustrated in Figure 2. 

 
       Independent Variable                                Dependent Variable  

 H1 

 

      

    H2 

 

 H3        Moderator H4 

Resource-Based View Theory 

                                       

    

       

    Competency-Based View Theory   

Figure 2: Conceptual framework 

 

The main reason to integrate the managerial competencies into the conceptual framework as 

the moderator is due to the gap identified in the literature, which is the ambiguity regarding the 

relationship between financial support, non-financial support, and business performance. 

Therefore, the need to incorporate a moderator into the research framework to address the 

inconsistent findings is justified.  

 

The managerial competencies were measured in a study conducted by Masoud and Khateeb 

(2020), who investigated the influence of managerial competencies on the performance of small 

businesses, funded by the Jordan River Foundation. The outcomes indicate that managerial 

competencies are significantly correlated with the performance of small businesses. Orobia et 

al. (2020) also revealed that managerial competencies have moderating effect in the relationship 

between inventory management and financial performance. Chye et al. (2010) examined the 

moderating role of managerial competencies in the relationship between innovation and SME 

business performance. They found that managerial competencies have no impact on the 

relationship between innovation and SME business performance. These have led the researcher 

to emulate an approach to investigate the moderating effect of managerial competencies on 

financial support, non-financial support, and co-operative business performance.  

 

Co-operative Business 
Performance 

    

Financial Support 

    
Non-Financial Support 

H3        Moderator H4H3        

                        

       

Managerial 
Competencies 
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As for the dependent variable, co-operative business performance is incorporated into the 

research framework as previous studies focused on public and private organisations, i.e., SMEs 

and micro-businesses (for example Pergelova & Ruiz, 2014; Rahman et al., 2016; Ansah et al., 

2017). Thus, the incorporation of co-operative business performance as the dependent variable 

forms a new avenue of exploration and adds value to this field of study. 

 

Hypotheses Development 
Relationship between financial support and co-operative business performance  

Based on previous studies, an essential determinant of business performance is financial support 

(Ismail, 2009). In general, organisations need financial support to optimise their business 

performance (Mohd Shariff, Saad, & Ali, 2006; Jasra et al., 2011; White et al., 2015; Subhan 

et al., 2017). Conversely, previous studies also recorded insignificant findings on the 

relationship between financial support and business performance (for example Pergelova & 

Ruiz, 2014). Therefore, to examine the relationship between financial support and co-operative 

business performance, the following hypothesis is proposed: 

H1: Financial support has a positive influence on co-operative business performance 

 
Relationship between non-financial support and co-operative business performance  

Many studies acknowledge that non-financial support is a major determinant of organisational 

performance, which discovered that non-financial support has a positive relationship on 

business performance (Ansah et al., 2017; Subhan et al., 2017). However, a study by Pergelova 

and Ruiz (2014) revealed contrasting outcomes, which suggested that non-financial support 

does not influence business performance. Thus, hypothesis 2 is postulated as follows: 

H2: Non-financial support has a positive influence on co-operative business performance 

 
Managerial competencies in the relationship between financial support, non-financial support, 

and co-operative business performance 

Due to the ambiguous nature of the connection between financial support and non-financial 

support (IVs) and business performance (DV), managerial competencies are incorporated as a 

moderator to measure the strength and direction of the relationship between the IVs and DV. 

To examine the moderating role played by managerial competencies, it is hypothesised that: 
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H3: Managerial competencies moderate the relationship between financial support and co-

operative business performance. 

H4: Managerial competencies moderate the relationship between non-financial support and 

co-operative business performance.  

 

DATA AND METHODOLOGY 

The conceptual framework shall adopt a quantitative approach and data will be collected by 

distributing questionnaires. The unit of analysis is co-operatives while the respondents are the 

co-operative management such as the board of directors, managing directors/chief executive 

officers, chief operating officers, chief financial controllers, and relevant senior and middle 

management as they are the co-operatives’ key personnel who are deemed knowledgeable about 

the co-operative business operations. The samples shall be sourced from Bank Kerjasama 

Rakyat Malaysia Berhad’s (BKRM) existing co-operative customers throughout Malaysia and 

have subscribed to BKRM’s financial support and non-financial support products. The rationale 

taking the BKRM’s existing co-operative customers as the sample of the study is because 

BKRM is one of the government agencies which has been mandated by the government to steer 

the development and advancement of the co-operative movement.  

 

To ensure that the sample characteristics correspond well to the nature of the study, a cluster 

sampling approach shall be used, since the population of BKRM’s existing co-operative 

customers is quite homogenous throughout Malaysia. According to Jackson (2011), cluster 

sampling is suitable in the event of all in the cluster will be the samples. In this study, 236 co-

operatives are involved. The data shall be analysed using the Statistical Package for the Social 

Sciences Version 27 (SPSS V27) and Smart Partial Least Square Version 3.3.2 (SmartPLS 

V3.3.2) for Windows. The analyses include descriptive analysis, factor analysis, moderating 

effect analysis, correlation analysis, standard regression analysis, and hierarchical multiple 

regression analysis. A 7-point Likert scale indicating “strongly disagree” (1) to “strongly agree” 

(7) is used as the measurement of the independent variables and dependent variable.  

 

DISCUSSION 

The main objective of this study is to propose a conceptual framework regarding factors 

influencing co-operative business performance which comprise financial support, non-financial 

support, and managerial competencies. The motivation to carry out this study is due to the 
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marginal progress of contribution by co-operatives towards Malaysia’s GDP and unpleasant 

track record of co-operatives’ management. Thereupon, the literature discovers the gap in the 

study, which shows that the previous studies carried out on financial support and non-financial 

support in the context of co-operatives as well as co-operative management are limited, besides 

the findings are ambiguous. Hence, a conceptual framework has been established to gauge the 

relationship between IVs and DV. In addition, the study incorporates managerial competencies 

as a moderator to ascertain the association between the IVs and DV. Four hypotheses are 

established for further analysis and this study contributes new insights from theoretical and 

practical perspectives. 

 

LIMITATIONS OF THE STUDY 

First, this conceptual framework shall focus on Bank Rakyat’s existing co-operative customers. 

In the future, there shall be a similar study conducted on the co-operative customers of other 

agencies such as MCSC and Co-opbank Pertama Malaysia Berhad (CBP) to look at the aspect 

of financial support, as well as IKMa and ANGKASA to look at non-financial support. This is 

to gauge whether the future study can produce a similar result or vice-versa. Second, the data 

to be gathered in this study shall be cross-sectional. The longitudinal nature of a similar study 

can be conducted in the future to investigate the effectiveness of financial support and non-

financial support over a certain period. Third, this study shall adopt a quantitative approach. 

Future research can be conducted by employing a qualitative approach or a combination of 

both, so that the findings could be more conclusive.  

 

CONCLUSION 

Theoretically, this study helps to bridge the gaps identified and explore the combination of RBV 

and CBV theories with empirical evidence. Practically, this study contributes extra information 

to the government, banks, supporting agencies, and financial institutions to facilitate the 

development of the co-operative movement. Hence, this study will be able to fill the research 

gap by applying financial support and non-financial support as the IVs and co-operative 

business performance as the DV. In addition, the inclusion of the managerial competencies as 

the moderator may serve as an additional factor to ascertain the effectiveness and the impact of 

the relationship between the IVs and DV.  
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