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ABSTRACT 

There is evidence of inefficiencies in cooperatives, but the literature does not adequately address 

this issue. In contrast to the previous literature on cooperative efficiency, we study the effects of 

cooperatives that are managed by the board of directors, a situation that is common among 

cooperatives. This study aims to examine whether board-managed cooperatives (with significant 

agency costs) are less efficient than other cooperatives. This study estimated the technical 

efficiency of cooperatives using stochastic frontier analysis on a sample of 378 medium, small 

and micro cooperatives in Malaysia. The analysis shows that board-managed cooperatives are 

less efficient than cooperatives with an appointed manager. This result is consistent with the 

agency-resource dependence perspective (an integration of monitoring and provision of 

resources). Moreover, the efficiency of a cooperative is related to the number of its charitable 

funds and members. The appointment of a manager in cooperatives should be encouraged. 

Although cooperatives lack the resources to appoint a manager, the efficiency that results from 

such an investment could lead to higher revenues and return to the members.    
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