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ABSTRACT

Sustainable Oil Palm Growers Cooperatives or known in Malay as 
’Koperasi Penanam Sawit Mampan‘ (KPSM) is an instrument to increase 
the income of oil palm smallholders and create employment opportunities 
in Malaysia. KPSM members and Board of Directors (BOD) consist 
of oil palm planters themselves. This study aims to investigate KPSM 
board members’ characteristics and their understanding of their roles 
in operating the KPSM. Data were collected from 104 KPSM board 
members in Sabah. The quantitative research approach was used 
and mean values were obtained for data analysis. The majority of the 
respondents were found to be male with an average age of 53 years and 
a moderate education level. The respondents were found to be aware of 
their roles in communicating with other board members, carrying out 
the cooperatives’ policies, monitoring the internal control system, and 
complying with cooperative regulations. Most of the items that measured 
the roles of the BOD scored above 4.0 based on a five-point Likert scale, 
indicating good to excellent understanding. However, the respondents’ 
understanding of the KPSM reports was moderate with a mean value 
of 3.98, which was mainly due to the respondents’ moderate education 
level. This study also found that the majority of the respondents spent 
2.2 days per month on average at their respective KPSM. KPSM needs 
competent management to serve the members’ requirements and KPSM 
board members need to have the appropriate knowledge to conceive new 
ideas for their respective cooperative. This study suggests that further 
research should be done to investigate why the younger generation is not 
interested in agriculture cooperatives and to determine other factors that 
influence the performance of agriculture cooperatives.

Keywords: oil palm smallholders, Board of Directors, cooperative, KPSM, 
smallholder demographic profiles.
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INTRODUCTION

A cooperative consists of a group of 
people working together to achieve 
their objectives. Manap and Tehrani 

(2014) defined a cooperative 
as an independent organisation 
that is founded, operated, and 
managed by volunteer members 
to attain their common economic 
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et al. (2016) found that many 
cooperatives in Malaysia exhibited 
weak performance and failed to 
achieve their goals. Hence, it is 
pertinent that the board members 
of agricultural cooperatives should 
be experts in agriculture production 
management (Staatz, 1987). Thus, 
the features of the BOD may play an 
important role in the governance of 
cooperatives (Keeling, 2005).
	 Most of the KPSM members 
are independent smallholders with 
limited managerial knowledge and 
experience in planting oil palm. 
Appointing competent members 
who can serve the board or who 
are keen to serve is challenging 
because most of the members are 
volunteers (Othman et al., 2013). 
Many cooperatives are still managed 
and controlled by their boards on a 
voluntary basis instead of on a full-
time basis by professionals (Joseph 
et al., 2018). The voluntary nature 
of the BOD prevents them from 
exercising good governance and 
practising efficient administrative 
and financial management. This 
situation is commonly found 
in agricultural cooperatives 
(Thuvachote, 2012). Therefore, 
a study on profiling the BOD is 
essential because the personality 
traits of each board member are 
different and can influence the 
KPSM’s performance. As men-
tioned by Zaki et al. (2018), every 
individual has different attributes. 
Understanding the factors that 
influence the performance of 
KPSM is vital towards ensuring the 
success of the cooperative. Thus, 
there exists a need to understand 
oil palm independent smallholders’ 
(OPISH) personality, perceptions, 
and knowledge and how the factors 
can be part of the decision-making 
process. The specific objectives of 
this study are to:
i.	 determine the demographics 

of the BOD of KPSM in Sabah;
ii.	 investigate the time spent by 

the BOD of KPSM in Sabah on 
KPSM’s operations; 

iii.	 understand the perception of 
the BOD of KPSM in Sabah on 
KPSM’s regulations; and

iv.	 investigate the BOD under-
standing of their roles of KPSM 
in Sabah.

Previous studies on agricultural 
cooperatives used the qualitative 
method. However, Keeling (2005) 
suggested that a quantitative study 
using statistical methods needs to 
be conducted in order to evaluate 
the performance of agricultural 
cooperatives. Thus, this study 
was conducted to determine the 
understanding of KPSM board 
members regarding their roles in 
operating KPSM. Furthermore, the 
demographic features of the board 
members were also investigated. 

LITERATURE REVIEW

Previous researchers were 
more interested in studying 
the relationship between BOD 
characteristics and cooperative 
performance (Dehaene et al., 
2001). Bidin (2007) examined 
the influence of knowledge in 
management on the performance of 
Malaysian cooperatives. He revealed 
that knowledge in management is 
important as it shapes the future 
outlook of cooperation in the sector 
and can also contribute to the 
economic growth (Bidin, 2007). A 
study conducted by Nurjihan and 
Abdullah (2011) demonstrated 
that agricultural cooperatives need 
competent management to serve 
the requirements of their members. 
Harper (1992) found that 
leadership, similar backgrounds, 
and social communication among 
members affect the performance 
of cooperatives. The leadership of 
a cooperative is provided by an 
elected BOD, which plays a vital 
role in ensuring the success of the 
cooperative (Adrian and Kiser, 
2000). The successful management 
of a cooperative is based on 
intelligent and active cooperation 

and social objectives. Agricultural 
cooperatives have been used as a 
tool to reduce poverty and create 
job opportunities in Rwanda 
(Mubirigi, 2016). A cooperative 
could enhance the livelihood of 
its members and perform as a 
distribution instrument of national 
wealth (Mahazril et al., 2012). 
There are numerous categories 
of cooperatives in Malaysia, such 
as agriculture, credit, housing, 
transportation, banking, consumer, 
industry, services, and construction. 
Agricultural cooperatives focus 
on, among others, agriculture 
production, marketing, packaging, 
agriculture inputs, machinery, and 
consultancy. 
	 The Sustainable Oil Palm 
Growers Cooperatives or known 
as ’Koperasi Penanam Sawit 
Mampan‘ (KPSM) is registered 
under the Cooperative Act 1993 
(Suruhanjaya Koperasi Malaysia, 
2019) under the agricultural 
cooperative category. KPSM was 
established with the objective 
of increasing the income of oil 
palm independent smallholders. 
Furthermore, independent small-
holders could use KPSM as a 
platform to voice their opinions or 
problems to relevant authorities or 
agencies (Sukainah et al., 2016).  
Each 65 KPSM must elect ten 
members to the Board of Directors 
(BOD) via a general meeting. The 
primary function of the BOD is 
to supervise the cooperative’s 
operation and to report the 
progress and development in 
general meetings. In other words, 
the BOD plays a crucial role 
in linking members’ needs to 
management’s actions (Keeling, 
2005). The BOD’s roles include 
verifying documents, making 
business decisions, monitoring 
business operations, holding 
progress meetings, and supervising 
the internal audits. Therefore, the 
BOD must have basic knowledge 
in finance and business strategy 
(Keeling, 2005). Moreover, Hafizah 
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between the members and the 
board, and both parties must carry 
out their respective responsibilities. 
The BOD also plays a crucial role 
in ensuring that the cooperative’s 
operations are consistent with the 
laws. Further, the BOD should 
be able to handle the affairs of 
the cooperative while avoiding 
conflicts of interest (Adrian and 
Kiser, 2000). The demographics 
and effectiveness of agricultural 
cooperatives’ BOD were found to 
be different between developing 
and developed countries (Nurjihan 
and Abdullah, 2011).
	A  study in Fiji found that 
70% of the respondents were not 
fully aware of the principles of a 
cooperative (Pathak and Kumar, 
2008). The study found that two 
factors, namely lack of knowledge 
and lack of commitment, led 
to the failure of cooperatives. 
Meanwhile, Sushila et al. (2009) 
found that active participation of 
members in cooperative activities 
was the main factor leading to the 
success of cooperatives in Iran. 
A study by Joseph et al. (2018) 
demonstrated that inadequate 
public awareness and training 
among the BOD lowered the 
performance of cooperatives. In 
Malaysia, cooperatives encounter 
many issues such as a weak 
structure, lack of capital, and 
weak management especially by 
the BOD (Manap and Tehrani, 
2014). In order to overcome these 
issues, documenting the policies 
and practices would assist the 
BOD in managing the cooperatives 
according to the cooperatives’ 
objectives and culture (Nurhazani 
et al., 2016); Mahazril et al. (2012) 
highlighted the significant positive 
role of cooperatives in the economic 
development of Malaysia.

METHODOLOGY

This study selected KPSM Sabah 
because Sabah has the largest area 
planted with oil palm and makes 

the highest contribution to the oil 
palm industry in Malaysia. A total 
of 34 657 oil palm independent 
smallholders was involved in this 
industry in Sabah (MPOB, 2019). 
As of December 2018, a total of 
12 KPSM had been established in 
Sabah (MPOB, 2019). This study 
applied the descriptive method to 
describe the features of the BOD 
and to determine the understanding 
of the BOD regarding their roles 
in KPSM’s operations. A census 
technique was applied to collect 
the data and self-administered 
interviews were also used. A census 
is a study of every unit, everyone 
or everything, in a population. It 
is best suited for the population of 
heterogeneous nature (Field, 2013) 
and in this study, the total number 
of the board members was small. 
The entire population consisted 
of 120 board members from 12 
KPSM. 
	 The questionnaire of the study 
had four sections. Section A 
covered demographic information 
of the board members, namely, 
gender, age, and education level. 
Section B had five categories 
which were adopted and adapted 
from Thuvachote (2012).  Section 
C, which comprised six items, 
measured the BOD’s understanding 
of the regulations of KPSM. Sample 
items from this section are ‘KPSM’s 
principles’, ‘Cooperatives Acts’, 
‘Ethics of supervision’, ‘Roles of 
the BOD’, ‘Evaluation of KPSM’s 
performance’, and ‘Prepared 
KPSM’s operation reports’. Lastly, 
Section D sought to determine 
the understanding of the BOD 
regarding their role in overseeing 
KPSM’s operations and activities. 
This section consisted of five 
questions, which were adapted 
from Thuvachote (2012). Examples 
of the questions in this section 
are ‘How frequent do you oversee 
the BOD in communication with 
members’; ‘How frequent do you 
oversee the BOD in carrying out 
the cooperative’s policy’; ‘How 

frequent do you oversee the 
BOD in monitoring the financial 
condition of the cooperative’; ‘How 
frequent do you oversee the BOD 
in monitoring the internal control 
system of the cooperative’; and 
‘How frequent do you oversee the 
BOD in complying with the rules 
and regulations’. 
	 The respondents were asked to 
rank their understanding based on 
a five-point Likert scale: 1 – poor, 
2 – fair, 3 – moderate, 4 – good, 
and 5 – excellent. The results of the 
study revealed that the coefficient 
values of all the studied variables 
exceeded 0.7, indicating good 
reliability (Sekaran, 2011). This 
study used standard deviation 
and mean values to describe the 
basic features of the sample. The 
respondents’ profiles are presented 
with frequencies and percentages 
to demonstrate the characteristics 
of the studied sample. Data were 
analysed using SPSS version 22. 

RESULTS AND DISCUSSION

This section discusses the features 
of the BOD of KPSM such as 
gender, age, education level, 
experience in business and training 
based on frequency analysis. This 
is followed by a discussion of the 
BOD’s roles, time spent for KPSM’s 
operations, and understanding 
of KPSM regulations. This study 
obtained a response rate of 87% 
(104 respondents), which was 
acceptable for further analysis.

Features of the Board of 
Directors (BOD)

	 Table 1 presents the descriptive 
statistics of the 104 respondents 
in this study. The majority of the 
respondents were male (97.1%) 
while the remaining 2.9% were 
female. This finding is similar to 
Zaki et al. (2015), which found 
that females were not interested in 
agriculture due to the nature of the 
work involved. The average age of 
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the respondents was 53 years old 
and the youngest was 26 years 
old while the oldest was 82 years 
old. Only 21% of the respondents 
were young people aged below 40 
years old or known as Gen Y. In 
terms of education, 12 respondents 
completed primary education, 76 
respondents completed secondary 
education, and the remaining 16 
completed university education. 
About 69% of the respondents had 
experience in handling the business 
and 68% had attended training on 
cooperatives.

Time Spent on KPSM’S 
operations

	 The total of time spent by the 
board members on the operation 
of their respective KPSM could 
reflect their contribution to the 
performance of the cooperatives 
(Thuvachote, 2012). The respon-
dents were asked to estimate the 
time they spent on cooperative 
activities. Table 2 shows the number 
of days per year allocated by the 
respondents to their work for 
their respective KPSM. A quarter 
or 25% of the respondents spent 
less than 10 days, 23.1% spent 10-
20 days, 16.3% spent 21-30 days, 
and 35.6% dedicated over 30 days 
to KPSM’s operations. The average 
time allocated per year was about 
27 days, which means that each 
board member spent 2.2 days per 
month on average to monitor the 
operations of their respective KPSM. 

ment of the board. Table 4 shows 
that all the items used to measure 
BOD involvement recorded mean 
values of more than 4.0, except 
for the role of monitoring financial 
activities. These results indicate that 
the respondents are aware of their 
roles in terms of communicating 
with other board members. They 
also carried out their respective 
cooperative’s policy, monitored 
the internal control system, and 
complied with the regulations 
of the cooperative. However, the 
mean value of monitoring the 
financial operations was 3.88, 
indicating that the respondents 
were moderately competent in 
monitoring this activity as they 
lacked financial experience and 
knowledge in managing a business.
	D ue to the nature of work in 
oil palm cultivation involving 4D’s 
(dirty, dangerous, difficult, and 
demeaning), the number of female 
respondents was low. Meanwhile, 
the average age of the respondents 
was 53, reflecting the average age of 
smallholders in Malaysia (Sheilyza 
et al., 2020). This study also found 
that the involvement of young 
people in the oil palm industry 
is still lacking. This finding is 
supported by Mahazril et al. (2012), 
which found that young people 
were not interested in joining the 
boards of cooperatives in Kedah, 
Malaysia. The possible reason 
for the lack of interest could be 
that KPSM’s operations are highly 
exposed to uncertainty such as 
competition from existing players 
and price fluctuations. Another 
reason could be attributed to the 
cultural value especially among 
the Bumiputera Sabah in Malaysia 
where the younger generation must 
respect older people on all matters. 
In addition, the young generation 
may possess good academic 
qualification but they are still 
young and they believe that due 
to insufficient experience, they are 
not yet capable of performing the 
duties of the BOD. 

TABLE 1. FEATURES OF KPSM’S BOARD OF DIRECTORS IN SABAH

Features Frequency Percentage 
(%)

Gender Male 107 97.1
Female 3 2.9

Average age 53.16
Education level Primary school 12 11.5

Secondary school 76 73.1

University 16 15.4

BOD Understanding of KPSM’s 
Regulations

	 The results in Table 3 show 
that the board members were 
knowledgeable about the 
regulations of KPSM. The findings 
of this study contradict the study 
carried out by Banishree and Kumar 
(2006) and Mubirigi (2016), which 
found that board members lacked 
knowledge about cooperative 
regulations. This study also found 
that the KPSM board members 
were aware that they were required 
to monitor the performance of 
their respective KPSM in ensuring 
each KPSM’s economic growth. 
Most of the items scored mean 
values of above 4.0, indicating that 
the board members knew about 
KPSM’s principles, Acts, ethics of 
supervision, roles of the BOD, and 
how to evaluate the performance 
of KPSM. However, due to their 
moderate education level, the 
respondents had a moderate level 
of knowledge to prepare a report 
on KPSM, with a mean value of 
3.98.

Roles of the Board of Directors 
(BOD)

	 Board involvement in a 
cooperative’s routine activities is a 
crucial factor in determining the 
success of the cooperative (Akwabi-
Ameyaw, 1997). A cooperative’s 
performance might be adversely 
affected without the full commit-
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	A lthough Gen Y makes up 
60% of the Malaysian population 
(Zaki et al., 2015), only a small 
percentage of them are interested 
in joining the boards of KPSM. In 
other words, this finding implies 
that young people do not prefer 
to be involved in farm operations. 
This lack of involvement could be 
due to the perceived low status 
of the agriculture sector (Zaki, 
2018). In terms of the education 
level, only 16 (15.4%) of the 
respondents completed up to the 

tertiary level, which is consistent 
with the finding of Mubirigi (2016) 
that educated individuals are 
not interested in participating in 
agricultural cooperatives and they 
prefer to work in other sectors 
(Mubirigi, 2016). However, KPSM 
needs young professionals who are 
innovative and risk takers and who 
can apply a diversified approach to 
enhance the long-term performance 
of KPSM. Moreover, these young 
professionals are well trained with 
practical skills and ready to take on 

challenges, which are the necessary 
ingredients in ensuring that KPSM 
will prosper.
	 The average time spent by the 
respondents of 2.2 days per month 
was mainly to attend cooperative 
meetings or to monitor the monthly 
closing of the financial accounts. 
This average time spent is higher 
than the average time spent by 
cooperative board members 
in Thailand of 1.41 days per 
month (Thuvachote, 2012). The 
respondents’ willingness to spend 
some time to ensure that their 
respective KPSM’s operations run 
smoothly is an encouraging sign. 
Furthermore, since they are self-
employed, they might have ample 
time to supervise the operations of 
their respective KPSM. 
	 Most of the respondents (70%) 
understood the regulations of 
KPSM and some had experience in 
cooperative management as they 
had attended the courses conducted 
by Suruhanjaya Koperasi Malaysia. 
As explained by Pathak and 
Kumar (2008), personal touch 
such as discussions and meetings 
will strengthen an individual’s 
knowledge in the regulations and 
concepts of a cooperative. 

CONCLUSION

The findings of this study 
demonstrate that the board 
members of KPSM in Sabah 
knew their roles in terms of 
communicating with other board 
members, carrying out their 
cooperative’s policy, monitoring 
the internal control system, and 
complying with their cooperative’s 
regulations. Only one item, 
namely monitoring the financial 
operations recorded a moderate 
level of understanding, suggesting 
that some of the board members 
may not have sufficient financial 
experience due to lack of education 
and training. 

	A gricultural cooperatives such
as KPSM need competent 

TABLE 2. TIME SPENT BY THE BOARD OF DIRECTORS ON KPSM’S 
OPERATIONS

Number of days per year Frequency Percentage (%)

Less than 10 days 26 25

10-20 days 24 23.1

21-30 days 17 16.3

More than 30 days 37 35.6

Average 27

TABLE 3. BOD’S UNDERSTANDING OF KPSM’S REGULATIONS

Items Mean Std. Deviation

KPSM’s principles 4.10 0.819

Cooperative Acts 4.00 0.836

Ethics of supervision 4.04 0.823

Roles of the BOD 4.08 0.809

Evaluation of KPSM’s performance 4.01 0.794

Prepare report 3.98 0.836

Note: 1 - poor, 2 - fair, 3 - moderate, 4 - good, 5 - excellent.

TABLE 4. INVOLVEMENT OF THE BOARD OF DIRECTORS IN 
KPSM’S ACTIVITIES

Items Mean Std. deviation

Communicate with another BOD 4.22 0.800

Carrying out the cooperative policy 4.05 0.874

Monitoring the financial operation 3.88 0.978

Monitoring the internal control system 4.06 0.761

Comply with the regulations 4.01 1.084

Note: 1 - poor, 2 - fair, 3 - moderate, 4 - good, 5 - excellent.
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management to serve the 
requirements of their members. 
The BOD of each KPSM needs to 
equip themselves with appropriate 
knowledge so that they could 
contribute new ideas to their 
respective cooperative. They must 
be well prepared and ready to 
face challenges in their business 
operations in order to attain 
excellent cooperative performance 
in the future. Therefore, it is 
essential to have board members 
who are innovative so that they can 
solve any arising problem wisely 
and quickly.  

	 This study had its limitations. 
Given that all respondents were 
Sabahans, this study does not reflect 
the actual population composition 
of Malaysia, which also consists of 
Sarawak and Peninsular Malaysia. 
Future research is suggested to 
extend this research by including 
all KPSM in Malaysia. In addition, 
further studies should investigate 
why young people are no 
longer interested in agriculture 
cooperatives and also determine 
other factors that can influence 
the performance of agriculture 
cooperatives.
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