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WHY GOVERNMENT 

MAKES OR BREAKS
EFFECTIVENESS

WHEN GOVERNMENTS

GET IT RIGHT

Legal Frameworks and
Their Efficacy in Malaysia

Cooperatives — those member-
owned, mission-driven collectives
— have always stood for
something bigger than profit.
They’re about people. About
shared goals, economic
democracy, and lifting
communities together. But behind
every successful cooperative,
there's often a silent partner: an
effective government. Let’s get
one thing clear — government
policies matter. But not all policies
are created equal, and good
intentions don’t always guarantee
good outcomes. Around the world,
cooperatives flourish or flounder
depending on how well
governments understand their
needs, align regulations with
reality, and create the space for
them to grow. That’s where
government effectiveness
becomes a game-changer.
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In countries like China, Nepal, and India, strategic
interventions have helped cooperatives become real
engines of growth. Think financial subsidies, market
access support, and laws tailored to cooperative
realities — not copy-pasted from corporate
rulebooks. China has invested heavily in rural co-
ops, helping small farmers plug into larger agro-
food chains. It's more than just money — the
government provides training, builds infrastructure,
and aligns national priorities with local needs.

In Nepal, co-ops are seen as part of the fight
against poverty. Market access programs and legal
safeguards have given farming communities a real
shot at stability. India’s cooperative banks,
supported by solid regulations and capacity-
building efforts, have helped small entrepreneurs
get credit when traditional banks wouldn’t even
open the door. These governments didn’t just set
policies and walk away. They stayed engaged,
adaptive, and proactive — the three hallmarks of
what experts call “government effectiveness.”

The efficacy of governmental institutions is
crucial in determining the success or failure of
the cooperative movement in Malaysia.
Cooperatives, as community-focused entities,
depend significantly on a strong legal and
regulatory framework for their success. The Co-
operative Societies Act 1993 (Act 502) serves as
the principal legal framework for the registration,
administration, and financial regulation of co-
operatives, whereas the Malaysia Co-operative
Societies Commission Act 2007 (Act 665)
established the Suruhanjaya Koperasi Malaysia
(SKM) to oversee and advance the sector. The
extent of enforcement and backing of these legal
mechanisms by effective governance dictates the
sustainability of cooperatives. 

The efficacy of the government is
notably manifest in the execution of
the Malaysian Cooperative
Transformation Plan 2011–2020,
which sought to improve cooperative
competitiveness, governance, and
economic contribution. The efficacy
of these initiatives mostly depends
on the ability of public institutions to
provide prompt assistance, maintain
transparency, and uphold
accountability. Inconsistent policies
or bureaucratic inefficiencies may
hinder cooperative development and
erode public faith in the initiative
(Abdullah et al., 2017). 
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Additionally, the cooperative sector is incorporated into national development plans,
such as the Shared Prosperity Vision 2030, which emphasises the government's
dedication to equitable wealth distribution. Nonetheless, in the absence of a robust
institutional structure and effective inter-agency cooperation, these policy objectives
may remain merely aspirational. The state's legislative and regulatory efficacy, as
evidenced by SKM and the Ministry of Entrepreneur Development and Cooperatives,
is crucial for fostering an inclusive and resilient cooperative environment in Malaysia.

When Good Policy Falls Short

Unfortunately, some governments still
struggle to bridge the gap between vision
and execution. In Vietnam, government
training programs didn’t match the real-
world needs of cooperatives. In China,
only 11% of co-ops received the
subsidies they were promised. And in
places like India’s Nagaland, co-ops have
been left behind due to a lack of localized
policy support. It’s not that governments
don’t care — it's that the implementation
is patchy, the feedback loops are
missing, and sometimes policies are
designed without talking to the very
people they're meant to help.

Corruption: The Elephant in
the Room
Let’s talk about what really messes up even
the best-laid plans — corruption. In some
parts of the world, starting a business
means navigating red tape with a little extra
“grease.” Research has shown that in
corrupt environments, bribery can feel like
the only way to make things happen — but
that’s not sustainable. Corruption erodes
trust, skews policy outcomes, and
discourages the kind of transparent
governance that cooperatives thrive on.
Whether it’s through dodgy procurement or
politically driven funding, corruption kills
momentum.

The Institutional Lens: Why the
Rules Around the Rules Matter

To understand why some cooperatives
thrive and others don’t, scholars turn to
Institutional Theory— the idea that
organizations operate within a web of
formal rules and informal expectations.
Cooperatives, unlike big corporations,
often feel institutional pressures more
acutely. They're subject to laws, but also
to cultural norms, social expectations,
and their members’ trust. Governments
that recognize this and design policies
accordingly — flexible, context-aware,
and community-driven — tend to see
stronger cooperative outcomes.

Lessons for Malaysia
(and Others Watching)

Despite decades of support and the
presence of regulatory bodies like the
Malaysia Cooperative Societies
Commission, the sector hasn’t quite
reached its potential. Why? The research
points to implementation gaps, outdated
legal frameworks, and a lack of targeted
policies. That’s a lesson not just for
Malaysia, but for any country trying to
supercharge its cooperative sector. If
cooperatives are to be a real tool for
sustainable and inclusive growth,
governments need to do more than just
issue guidelines — they need to listen,
adapt, and deliver.
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Tailored Policies: One-size-fits-all doesn’t work. Support must match the stage,
size, and sector of each cooperative.

Capacity Building: Training, yes. But the right kind — need-based, practical, and
ongoing.

Better Infrastructure and Access: From internet access for digital co-ops to
roads for rural ones — infrastructure matters.

Zero Tolerance for Corruption: Clean, accountable governance is non-
negotiable.

The answer lies in a few key moves:

What Can Be Done?

Cooperatives represent more than just an alternative business model. They reflect a
society’s ability to work together for the common good. But they can’t do it alone. Behind
every thriving cooperative is a government that didn’t just make the rules, but made the
rules work. As governments rethink their economic playbooks in a post-pandemic, digitally
transforming world, one truth remains: real effectiveness isn’t about how many policies you
pass, but how many lives you improve.
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