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ABSTRACT

Over the years organizations have identified that leadership is a key factor in achieving
organizational effectiveness and efficiency. Issues of leadership and mismanagement in
cooperatives can put down the performance of economic and social development of the
country. It is important to structure the cooperative’s organization that can allow building
the strength and bringing lasting benefits to their members. With a good leadership
framework and governance, it can help cooperatives in discharging its accountability to
its members and stakeholders. This study, by drawing attention to the effect that servant
leadership attributes can have positive relationship on cooperative’s performance, has
contributed to the body of knowledge on leadership in social enterprise. The study results
that a cooperative’s leader who practices servant leadership may contribute to enhance the
performance. Servant leadership is a leader that serves others first with humility and joy
in organizational culture in which all stakeholders’ feel satisfied. The purpose of this
study is to identify the relationship of servant leadership (SL) on social enterprise
(cooperative) performance. The second goal is to evaluate the entrepreneurial orientation
(EO) as mediating role between servant leadership and cooperative’s performance. This
research analyses the survey responses of 378 cooperative’s top management in
Peninsular Malaysia. The data were analysed using Structural Equation Model (SEM).
The overall findings show that servant leadership and entrepreneurial orientation
(Entrepreneurial Servant Leadership - ESL) can be one of the ideal approach for
cooperative’s leader in managing good governance and wellbeing of their members and
community because it shows a positive significant relationship on cooperative’s
performance when EO mediates the relationship between servant leadership and
cooperative’s performance. Practicing ESL in cooperative becomes the best means of
differentiating the collectivist enterprise from the capitalist entrepreneur. The
combination of SL and EO allow the creation of a value in cooperative, no longer merely
of use, nor just in relation to an immediate community, but also at the macro level.



ABSTRAK

Sejak dahulu, kepimpinan merupakan faktor kepada sesebuah organisasi mencapai
keberkesanan dan kecekapan.Masalah kepimpinan dan tadbir urus dalam koperasi boleh
menyebabkan prestasi ekonomi dan pembangunan sosial sesebuah negara
terjejas.Penstrukturan organisasi dalam koperasi dapat membantu membina kekuatan
dan mengekalkan kebaikan kepada anggota koperasi. Melalui model kepimpinan dan
tadbir urus yang berkesan, ia dapat memacu meningkatkan akauntabiliti pemimpin
terhadap anggota dan pemegang berkepentingan. Kajian ini memfokuskan kepada kesan
positif kepimpinan berkhidmat (Servant Leadership) terhadap prestasi koperasi, sekaligus
menyumbang kepada bidang pengetahuan kepimpinan dalam keusahawanan sosial.
Dapatan  kajian ini menunjukkan pemimpin koperasi yang bersifat kepimpinan
keusahawanan berkhidmat membantu meningkatkan prestasi koperasi. Kepimpinan
berkhidmat adalah pemimpin yang memberikan keutamaan khidmatnya kepada orang
lain dan menggalakkan budaya yang harmoni dalam persekitaran organisasi bagi
memastikan kepuasan pemegang berkepentingan organisasinya. Objektif kajian ini
adalah mengenalpasti hubungan kepimpinan berkhidmat terhadap prestasi koperasi.
Selain itu, orientasi keusahawanan juga dianalisa sebagai faktor pengantara (mediator)
di antara kepimpinan berkhidmat dan prestasi koperasi. Kajian ini menganalisa 378
responden daripada pengurusan tertinggi koperasi di Semenanjung Malaysia. Data
dianalisa dengan menggunakan Structural Equation Model (SEM). Dapatan keseluruhan
menunjukkan Kepimpinan Keusahawanan Berkhidmat (Entrepreneurial Servant
Leadership - ESL) boleh menjadi model kepimpinan koperasi yang berkesan kerana
menunjukkan hubungan yang signifikan apabila orientasi keusahawanan menjadi
pengantara di antara kepimpinan berkhidmat dan prestasi koperasi. Mengamalkan ESL
dalam koperasi menggalakkan organisasi bersifat kolektif berbanding usahawan
kapitalis. Kepimpinan Keusahawanan Berkhidmat memberikan impak yang positif dan
bernilai bukan hanya kepada komuniti koperasi setempat malah terhadap pembangunan
negara.
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CHAPTER 1

INTRODUCTION

Over time, leadership has been a choice of study in organizational and social
science research. More importantly, leadership widely recognized as being important in
any organizational setting as it is the guiding force which facilitates the accomplishment of
organizational objectives (Lussier and Achua, 2004). Effective leadership is seen as a
potent source of management development and sustained competitive advantage for
organizational performance improvement (Lado et al., 1992; Avolio and Bass, 1999; and
Rowe, 2001). Out-performing, staying ahead of the competition and in sustaining today’s
business presence in the market can be the biggest challenges in leadership’s roles.

In the past few decades, management practices around the world have elevated
some serious issues regarding leadership styles, and the worldwide economic downturn
has stimulated researchers to develop and define new models of ethical leadership, which
in turn can solve the uprising challenges in the corporate world (Choudhary et al., 2012).
The debate continues and questions have been raised on the important of the leaders as a
key person in the organization, and how to use leadership behavior to improve
organizational performance (McGrath and MacMillan, 2000; Meyer and Heppard, 2000;
Judge and Ellis, 2002; Yukl, 2002; Judge and Piccolo, 2004; Purcell et al., 2004; O’Regan
et al., 2005; and Keller, 2006). Early work on leadership was focused primarily on what
leaders did and putting particular emphasize on leadership style to measure the

effectiveness of the organization.



The types of leadership also debated by scholars in performing different
contribution to the organizational goals, learning and performance (Zacharatos et al., 2000;
and Berson et al., 2001). In presence, Choudhary et al. (2012) argued that the ‘Leader-
Follower’ leadership style is the most important discussions in the corporate world because
this model applied to engage with ethical, moral and relational dimensions as the facet to
measure leadership effectiveness, in contrast to the ‘‘input’” and ‘‘performance output’’ of
conventional approaches. In fact, previous scholars have listed leader’s role and
responsibilities to achieve organizational goals as a person who influenced behavior and to
meet their follower’s requirements (Ilies et al., 2007; and Lee and Chuang, 2009) and it
has proven to be a rich leadership approach over the past several decades (Graen and Uhl-
Bien, 1995; and Anand et al., 2011).

Although, extensive research has been carried out on leadership (Yukl, 1989, 2001;
Avolio, 2005; Popper et al., 2007; Eddy et al., 2008 and Angelo et al., 2014), few were
observed and measured the relationship of servant leadership type on social
entrepreneurship. Servant leadership is one of leader-follower type that promotes
collaboration, trust, foresight, taking a head, and the ethical usage of force and
empowerment (Stramba, 2003). Spears (1996) define servant leadership as a leadership
model that puts serving others as the number one priority. This leader emphasizes
increased service to others; a holistic approach to work; promoting a sense of community;
and the sharing of power in decision-making. Existing studies of servant leadership are
mainly in the context of Small Medium Enterprise (SME) or other conventional types of
organizations without looking their impact on social enterprises.

Thus, to tackle the above weaknesses in the literature, the interest of this research is

to explore servant leadership in the context of social enterprise by determining the



relationship (servant leadership and cooperative’s performance) and testing the
entrepreneurial orientation (EO) as the mediator between servant leadership and

cooperative’s performance.

1.1 Background of the study
This following section gives a brief overview of leadership, servant leadership, the
history of social entrepreneurship (SE), cooperative, and entrepreneurial orientation (EO)

as the main focus in this research.

1.1.1 Leadership and social entrepreneurship

Several studies have been carried out leadership in social enterprise. So far, too
little attention has been raised about the importance and relationship of leaders on social
enterprise’s performance. An article wrote by Prabhu (1999) defined social entrepreneurial
leaders are persons who create and manage innovative entrepreneurial organizations or
ventures whose primary mission is the social change and development of their client
group. He further explained that social entrepreneurial leaders take multiple roles in their
organization; they are creator and transformer of the organization, initiate of new systems,
culture and programs, they do strategic planning, policy making, hire people and provide
them mentorship. They also have to face conflicts between organizational and personal
roles, primarily due to the high external influence on their organizations. Prabhu’s ideas
supported Swamy (1990) study, which he found social entrepreneurial leadership are
courage to withstand social censure; sensitivity to feelings of others; ability to persevere;
ability to develop and articulate a clear vision; to instill confidence in others; to think

creatively; to identify and met the needs of the client group; and able to put in long hours



of work. These studies would have been more useful if the authors have considered the
relationship of leaders’ attributes on the performance of social enterprises.

The concept of SE is not an entirely new because this topic has been around for
decades and considerable interest in literature (Austin et al., 2006; Zahra et al., 2009; and
Okpara and Halkias, 2011). The term ‘social entrepreneur’ was first mentioned in 1972 by
Joseph Banks in his seminal work named The Sociology of Social Movements. He aroused
the demand to use managerial skills to address societal problems, as well as to address
business challenges. Later, in 1980’s, a social entrepreneurship practice started with the
formation of the first organization to support social entrepreneurs in the world, named
“Ashoka” inspired by William Drayton (http:// www.ashoka.org).

Why is SE important and require further inquiry? It is clear to see that SE is
important when researchers summarized that the context of SE have pervaded and giving
an impact to different views of societal life. For examples, 1) SE has inspired a proposal by
the proactive legislative to address socio-economic issues in countries (Lasprogata and
Cotton, 2003; Prahalad, 2005; and Mair, 2008); i) in business, SE has stimulated thinking
of new business models to enhance low income populations in the developing countries, as
their primary aim is to attain social mission in empowering specific disadvantaged
communities or target groups (Mair and Marti, 2006; Mair and Noboa, 2006; Mair, 2008;
and Ericka Costa et al., 2012); ii1) in finance, according to Mair (2008) SE has reflecting
social stock markets and socially-responsible investment and finally, iv) in the field of
philanthropy SE has witnessed a dramatic shift toward strategic and impact orientation
(Mair, 2008). The importance of social entrepreneurs was also stressed by Thompson et al.

(2000) that the opportunity in business is to satisfy some unmet need that the state welfare



system will not or cannot meet, thus the entrepreneurs gather the necessary resources and
use to ‘make a difference’ to the stakeholders.

Although SE topic is not new, majority of previous studies were based on
conceptual and reviewed paper. For example, previously Prabu (1999) have point out that
leadership in social entrepreneurship is unexplored area and has tremendous prospects in
developing the field of leadership. He has highlighted some of possible attributes of social
leader to be tested. Merely, it is even a lack of observational and empirical data, especially
in leadership concept. Leadership in social venture development is a complex and crucial
variable. In order to gain better understanding on the impact of leadership in social
enterprise, the questions on how leaders manage and sustain changes in their
organizations, how they promote successful social reforms circumstances and the most
important is how they engage, motivate and empower their followers need to be identified.
Leadership in social enterprise can be potential factor to transform markets for social
benefits.

However, few studies were found in the literature discussed in this area. To fill this
gap, this research chose the application of servant leadership in social enterprise
(cooperative) and to examine the significant impact on cooperative’s performance. In
Malaysia, the Economic Report of Cooperative Sector reported there were cooperative’s
managerial issues (ethical) and governance problems occurs among cooperatives
(Suruhanjaya Koperasi Malaysia, 2010). Previously, others scholars also found that
cooperatives in Malaysia faced challenges in managing the cooperative (Shenoy and
Mohamed, 1994; Indar Kaur et al., 2005; Yaakob, 2006; and Othman and Kari, 2008) and
this could lead to negative impacts on nation’s and community development (Kindie and

Tsegaye, 2012). Cooperative needs a leader who can shape the whole culture of the





