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Transforming Agriculture from the Ground Up:
What Nepal Can Learn from Thailand’s BAAC Model

CA. Mandipa Dahal
Chief Manager
SKBBL
Background

Agriculture remains the backbone of Nepal’s
rural economy, yet the sector continues
to struggle with low productivity, limited
access to finance, inadequate value-chain
development, and slow technological
adoption. At a time when South Asian
countries seek practical solutions to bridge
gaps in rural finance and agricultural
transformation,  Thailand’s Bank for
Agriculture and Agricultural Cooperatives
(BAAC) has emerged as a powerful example
of how a specialized financial institution can
uplift millions of smallholders.

Under the FAO-led Hand-in-Hand Initiative
(HIHI) (a global program designed to
accelerate agrifood system transformation
through data-driven investment planning)
Nepal, along with Bangladesh, Bhutan, Lao

PDR and Solomon Islands, participated in
two rounds of intensive training hosted by
BAAC and APRACA (Asia-Pacific Rural and
Agricultural Credit Association) in Bangkok
in 2023 and 2024) with the support from
FAO (Food and Agriculture Organization of
the United Nations), Regional Office for Asia
and the Pacific. These learning exchanges
offered participants a rare opportunity to
observe a fully functional, specialized, and
nation-wide rural financial system from up
close.

The experience was eye-opening. More
importantly, it offered concrete lessons Nepal
can adapt as it works to modernize agriculture
and rural financing.

Understanding HIHI and why it matters
for Nepal

FAO’s Hand-in-Hand Initiative aims to
reduce poverty and hunger by helping
countries make better decisions about
agriculture. It does this by using advanced
maps, real-time information, and detailed
studies to see which areas and crops have
the most potential. The programme also
brings together governments, investors, and
development partners to support the right
kind of projects. Nepal joined the initiative in
2021 and selected four priority value chains:
large cardamom, timur, highland potato, and
pangasius fish.

Why Thailand’s BAAC Model resonates
so strongly with Nepal

Thailand’s BAAC is widely recognized as
one of the most successful rural financial
institutions in Asia. What makes BAAC
compelling for Nepal is that it:
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e  serves more than 90% of Thai farmers,

e  offers diversified agricultural and rural
finance products,

e  integrates technology at scale,

e partners deeply with government
agencies, cooperatives, and community

enterprises, and

e  Operates with a clear development
mandate backed by strong governance
and regulation.

Key lessons Nepal can learn from Thailand

Value-chain driven finance works better
than product-based lending

BAAC does not view farmers as individual
borrowers but as part of complete value chains.
Participants of the training observed:

e  Structured financing from production to
marketing.

e Linkages with processors, traders,

SMEs, and community enterprises.

e  Risk reduction due to inclusive chain

relationships.

e  Tailored products such as lottery
deposits, insurance, and revolving
group funds.

Applicability for Nepal: Nepal must urgently
shift from traditional collateral-based lending
to integrated value-chain lending, especially
for high-potential products like cardamom,
dairy, potato, vegetables, and fishery.

Digital transformation is not optional, it is
foundational

BAAC’s digital initiatives were among the
most striking lessons like:

e  Digital lending platforms

e E-KYC & biometric identity systems
e  Blockchain-based MIS

e  Agent banking in rural villages

° BAAC online life insurance schemes

These tools drastically reduce operational
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costs and enhance service quality.

For Nepal: Since the digital ecosystems for
rural finance remain fragmented, a unified
digital infrastructure for MFIs, cooperatives,
and banks, interoperable with national ID
and payment systems, could reduce cost of
lending and improve outreach.

Risk central to

sustainability

management  is

BAAC’s maturity in risk management was

visible through:

e  Well-designed underwriting
mechanisms

e Early warning systems for non-
performing assets (NPA)

e  Real-time monitoring through

centralized MIS

e  Transparent reporting and governance

For Nepal: Because rural lenders often face
loan defaults, climate shocks, and lack of
reliable information, Nepal should focus on
creating a national risk database, improving
crop insurance, and using data to guide
lending decisions.

Community enterprises can transform
rural economies

Field visits in BAAC's customers revealed
how community enterprises convert local
resources into profitable ventures. We got
opportunities to visit following enterprises:

e  Ban Rim Klong Coconut Enterprise
e  Ban Sabai Jai Banana Enterprise
e  Dairy Cooperatives in Ban Bueng

e  Hydroponics Sky Farm - showing
innovation even in limited space

These enterprises combine processing,
branding, marketing, and community
leadership.

Nepal’s opportunity: With thousands of
cooperatives and farmer groups, Nepal can
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replicate such enterprises for vegetables,

spices, dairy, medicinal herbs, and fisheries—
creating local jobs and reducing migration.

Government-Institution-Farmer

coordination is the secret of BAAC’s

success

BAAC works closely with:

e  The Ministry of Finance

e  Bank of Thailand (central bank)

e Department of Agricultural Extension
(DOAE)

e  Provincial and local governments

Policies, subsidies, training, extension, and
finance are aligned into a single ecosystem.

InNepal: Rural finance, agriculture extension,
and value-chain programs are currently
scattered. A coordinated mechanism, simialr
to BAAC-MOF-DOAE integration, can
greatly improve service delivery.

What Nepal can realistically implement
Short-Term (1-2 years)

e  Strengthen  value-chain  financing
pilots through SKBBL and its partner
organizations.

e  Digitalize client onboarding (E-KYC,
credit scoring)

e Develop a shared system for how loans
are assessed and approved

e  Expand digital literacy and financial
awareness among farmers

Medium-Term (3-5 years)
e  Establish a national rural finance data
platform

blockchain-based MIS for
cooperatives and MFIs

° Scale

e  Promote community enterprises with
strong market linkages

e Introduce  specialized agricultural

insurance and guarantee schemes

Long-Term (5-10 years)

e  Create a specialized agricultural finance
institution modelled on BAAC

e  Combine climate and geographic data to
better manage risks in rural finance

e Use HIHI’s guidance to strengthen
value chains that have strong potential
in international markets

e  Achieve full digital transformation in
rural finance

Conclusion: A Roadmap for Nepal’s Next
Transformation

The Thailand exposure was more than just
knowledge sharing. It provided a clear vision
of what Nepal’s rural finance system could
become. The BAAC model proves that
agricultural transformation is possible when
finance, technology, community engagement,
and government policy move together.

With HIHI providing analytical strength and
partnership-building, Nepal now stands at a
turning point. By adopting the best practices
observed in Thailand like value-chain finance,
digital innovations, community enterprises,
and strong institutional coordination, Nepal
can truly transform its agriculture from the
ground up, generate rural prosperity, and
build resilient agrifood systems for future
generations.

Sources:

1.
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Official Websites of BAAC, FAO, HIHI Nepal, IFAD,

Worldbank, etc and related articles and newsletters published.

Information obtained from two rounds of intensive training
hosted by APRACA-BAAC-FAQO in Bangkok in 2023 and 2024.

https://www.fao.org/hand-in-hand,
https://www .hihinepal.org/page/about-hihi-iniciative-in-nepal,
https://www.ifad.org/newsletter/pi/19.htm

https://documentsl.worldbank.
org/curated/en/123761620106020171/pdf/Assessment-
of-Long-term-Finance-Providers-for-Small-and-Medium-
Agribusinesses-Stocktaking-Lessons-and-Case-Studies.pdf
https://www.gdrc.org/icm/inspire/bp-baac.html

https://www.baac.or.th/file-upload/000244-849523-543577.
pdf
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Introduction

Today, the whole world became a global village

that requires a common set of language to deal,

coordinate in every aspect of business activities

across the globe. So, to compete and sustain in this

globe, we must step forward in globalization. In

21" century, the whole world is rapidly moving

forward dramatically in digitalization.

Definition

First of all, we should have to glimpse on

terminology as below:

Digitization: Digitization refers to creating,
transferring, managing, and storing financial

information in an electronic format, it is also

the process of changing from analog to digital

form or format.

Accounting: Accounting is the process
of recording, analyzing, and reporting a
company's financial transactions to provide a

clear picture of financial health.

As defined in, digitization in accounting
means converting financial data into
electronic formats, automating manual tasks,
and using software applications for managing

and storing financial information.

Key aspects of accounting digitization

Automaton: Software is used to automate
repetitive tasks, such as data entry, generating

financial reports.

Role evolution: The role of accountants is
evolving from manual data entry to more
strategic, value added tasks like analysis

and advisory services.

Regulatory and Compliance Framework:

Nepal Financial Reporting Standards
(NFRS): Nepal has adopted a localized
version of the International Financial
(IFRYS),

businesses to align their digital reporting

Reporting  Standards requiring
with global best practices for increased

transparency.

Tax Compliance (VAT, TDS, DST): Digital
tools are essential for navigating Nepal's
complex tax regulations, including Value
Added Tax (VAT), Tax Deducted at Source



(TDS), and the recently introduced Digital

Service Tax (DST) for non-resident providers.

E-filing and  Digital  Portals: The
government's Inland Revenue Department
(IRD) and Office of the Company Registrar
(OCR) use digital filing portals for tax returns,
VAT submissions, and company registration,

encouraging digital recordkeeping.

Benefits of accounting digitization

Increased efficiency: Automating tasks
significantly reduces the time spent on them.
Improved accessibility: Authorized

users can access financial

documents and reports

money, online banking, mobile technology for
banking utility, E-banking to view statement, and
uses variety of new tools, mobile applications,
software to enhance the quality financial services
to clients. So, as a financial services provider, our
organization Sana Kisan Bikas Laghubitta Bittiya
Sanstha Ltd., moved forward for quality financial
services promptly through digitalization. We are
using core banking systems, e-banking, Loan
Management System (LMS), Budget Management
System, Consumable Assets Module. This services
improves accessibility, enhanced accuracy and
timely data analysis. Modern accounting
professionals must also master

data  analytics tools to

remotely. interpret financial trends,
Enhanced accuracy: We are using identify  opportunities,
Digital  systems core banking systems, and mitigate  risks.
minimize the e-banking, Loan Additionally,
risk of human Management System accountants now
errors common in (LMS), Budget play a pivotal role
manual processes. Management System, in cross-functional
Better compliance: Consumable Assets teams, working  with

Automation  helps Module.

ensure timely and

accurate reporting, which

aids in meeting regulatory
requirements.

Cost reduction: By speeding up process and
reducing errors. It can lower operational
costs.

Simplified auditing : Having digital archives

makes audits more streamlined and organized

Conclusions

While technological innovation in finance in

not new, we now interact with our bank using

mobile technology to make payments, transfer

marketing,  operations,

and leadership to align

financial goals with overall

business strategies. This
collaboration ensures financial insights
are integrated into decision-making processes.
To remain competitive, accounting professionals

must embrace latest digital technology.

Hence, adoption and implementation digitalization
in accounting is essential for meeting the demands
of modern financial ecosystems. Accounting
professionals are now expected to deliver timely,
transparent, and accurate financial information
while ensuring adherence to complex regulatory

requirements.




Management Information System; Concept, Objectives,
and Application in SKBBL

CA. Sushila Khanal
Senior Officer
SKBBL

Introduction

A Management Information System (MIS) is an
organized and structured system designed to collect,
process, store, and disseminate information to
support decision-making, coordination, control, and
analysis within an organization. It provides timely,
relevant, and accurate data that enables management
at all levels to plan, monitor, and evaluate operations

effectively.

MIS integrates people, processes, and technology
to convert raw data into meaningful and actionable
information. It serves as the foundation of informed
decision-making,

facilitating efficient resource

utilization and strategic planning.

In financial institutions like SKBBL MIS plays a
crucial role in tracking loan performance, project
implementation, financial transactions, and overall
institutional efficiency. A well-functioning MIS
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ensures that decisions are made based on reliable
data, thereby enhancing transparency, accountability,
and productivity. It also strengthens the institution’s
ability to adapt swiftly to environmental or
operational changes.

“MIS is a
formal method of collecting timely information in

According to Walter 1. Kennevan,

a presentable form in order to facilitate effective
decision-making and implementation, with the
aim of carrying out organizational operations for
achieving organizational goals.” This definition
highlights the essence of MIS as both a management
tool and a decision-support system.

Objective of MIS
1. To Provide Accurate and Timely
Information

The primary objective of MIS is to ensure
the availability of accurate, reliable, and
up-to-date information to management and
operational staff. This information enables
timely and effective decision-making.
For example, in SKBBL, the MIS provides
comprehensive data on loan disbursement,
collection, overdue

accounts, repayment

patterns, and project progress, helping
management monitor institutional performance
efficiently and identify

areas requiring

attention.

2. To Support Decision-Making

MIS acts as a vital instrument for strategic,
tactical, and operational decision-making. It
produces analytical reports, trend analyses, and
summaries that help management recognize
issues, forecast future requirements, and
implement corrective actions. Data-driven
decision-making enhances the organization’s
ability to anticipate challenges and respond

proactively.



To Improve Planning and Control

MIS contributes significantly to planning,
budgeting, and resource allocation by offering
factual and data-backed insights. It assists
management in comparing actual performance
against planned targets, thereby facilitating
continuous monitoring and control. For
instance, through MIS reports, SKBBL can
track project implementation progress and take
timely corrective actions if deviations from

planned outcomes are observed.
To Enhance Efficiency and Productivity

Automation is a key advantage of MIS. By
automating processes related to data collection,
MIS
reduces manual work, eliminates duplication,

storage, processing, and reporting,
and minimizes errors.This allows employees
to focus on value-added activities, thereby
productivity,

improving organizational

operational speed, and service quality.
To  Facilitate
Coordination

Communication and

MIS functions as a centralized communication
platform that enables different departments,
branches, and partner organizations to share
consistent and verified information. It promotes
inter-departmental coordination, ensures thatall
staff have access to uniform data, and reduces
communication gaps, misunderstandings, and
delays.

To Ensure Transparency and Accountability

An effective MIS system ensures that all

financial and operational activities are
systematically recorded and reported.This
promotes institutional transparency and
strengthens accountability mechanisms at all
levels from field offices to top management -
reinforcing trust among stakeholders, including

government agencies, partners, and donors.
To Support Monitoring and Evaluation

MISprovidesmeasurableand verifiabledatathat
helps track progress toward institutional goals.
By offering key performance indicators (KPIs)

MIS facilitates
the monitoring, evaluation, and continuous

and data-based evidence,

improvement of programs and projects.
To Aid in Strategic Growth and Innovation

MIS serves as a foundation for strategic
planning, innovation, and institutional growth.
The data insights it provides help management
identify new opportunities, assess potential
risks, and plan for future development.
at SKBBL, MIS-generated

data can support the creation of new rural

For instance,
financing models, strengthen partnerships
with cooperatives, or guide the bank’s digital
transformation initiatives.

Limitations of MIS

While MIS provides numerous benefits, it also has

certain limitations that must be recognized and

addressed:

MIS
problems; it is a support tool, not a complete

cannot resolve all organizational
solution.

It may not always meet the specific information
needs of every individual user.

An improperly designed MIS may fail to
serve management effectively, rendering it
irrelevant.

If the input data is outdated or inaccurate, the
output will also be unreliable “Garbage In,
Garbage Out.”

MIS primarily focuses on quantitative data,
often overlooking qualitative factors such as
employee attitudes, motivation, or behavioral
aspects.

Therefore, continuous system updates, staff training,

and data quality checks are essential for maintaining
MIS effectiveness.

Relationship Between MIS and Information
Technology (IT)

The relationship between MIS and IT is both

complementary and

interdependent. Together,

they form the backbone of efficient organizational

management.




IT as the Foundation of MIS

Information Technology (IT) provides the

essential infrastructure that enables MIS to

function. It includes:

®  Hardware: Computers, servers, and data
storage devices.

®  Software: Databases, reporting tools,
and applications.

®  Networking Systems: Internet, LAN,
VPN, and communication technologies.

Without IT, an MIS cannot effectively collect,

process, or store data. IT thus acts as the

technological enabler of MIS.

MIS as the Application of IT for Management

While IT focuses on technological tools and

systems, MIS focuses on applying those

tools to support management processes.

MIS utilizes IT infrastructure to organize,

analyze, and transform data into actionable

information for:

®  Planning and budgeting

®  Monitoring and evaluation

®  Decision-making and reporting

Hence, MIS is the managerial use of IT turning

technology into a decision-support system.

MIS in the Context of SKBBL

As a wholesale lending microfinance institution,
SKBBL depends heavily on the efficient flow
of information both within the organization and

between its affiliated Partner Cooperatives. The

effectiveness of this information flow directly

impacts the institution’s operational success and

progress.

However, SKBBL faces several challenges in

strengthening its MIS system. To address these

challenges, the following measures are essential:
1.

Formulation of MIS Policy and Procedures:

Establishing a clear MIS policy framework
and operational guidelines is fundamental
for defining the roles, responsibilities, and
reporting mechanisms of the MIS unit.

2. Enhancement of Core Banking System

Modules:
The existing core banking software must be
customized and expanded to accommodate
SKBBL’s specific reporting, data integration,
and analysis needs.

3.  ReguaLr Information Flow and Reporting:
The MIS unit should ensure the smooth daily,
monthly, quarterly, and semi-annual flow of
information to management. This enables
timely monitoring of financial performance,
loan portfolios, and project implementation.

4.  Quality Assurance of Information:

Regual.r verification and validation of data
accuracy are critical. The MIS and IT units must
jointly ensure that all transmitted information
is complete, reliable, and up to date.

5. Timely Reporting to Stakeholders:

Since SKBBL implements grant and
concessional loan programs from the GoN
and international donor agencies, timely and
accurate reporting is crucial. The quality of
these reports directly influences the institution’s
eligibility for future funding and partnerships.
Therefore, all reports should either be generated
by the MIS unit or thoroughly reviewed by it
prior to submission.

6. Collaborative Effort Between IT and MIS

Units:
For an efficient and integrated information
system, both IT and MIS units must
work collaboratively. IT should focus on
technological support and system maintenance,
while MIS should ensure data analysis,
reporting, and decision support.

Until SKBBL establishes a system where the flow of
information is systematically stored, processed, and
disseminated inreport formasneeded, decisions based
on such data will remain less effective. A structured
and reliable MIS is thus a strategic necessity not
only for internal management but also for building
institutional credibility, ensuring accountability, and
achieving long-term sustainability.



Information Technology in Cooperatives of Nepal
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Introduction

Information Technology (IT) has become
one of the key enablers of development and
organizational efficiency in the 21st century. For
cooperatives in Nepal, which are deeply rooted in
community-based development, IT is not merely
a tool for automation,it is a transformative force
that can revolutionize how services are delivered,
how members participate, and how sustainability

is achieved.

Nepal’s cooperative movement has played an
essential role in promoting financial inclusion,
local  entrepreneurship, and  community
empowerment. Today, with more than 35,000
registered cooperatives across the country, the
need for efficient, transparent, and data-driven

operations has never been greater. I'T helps address

these needs by streamlining financial management,
enabling digital access, and strengthening the link
between cooperatives, regulatory authorities, and
members.

1. ROLE OF COOPERATIVES IN NEPAL’S
ECONOMY

Cooperatives in Nepal contribute significantly
to local economic development. They provide
savings and credit services, promote agriculture
and micro-enterprises, and help build community
capital.

Key roles of cooperatives:

e  Mobilizing local savings and investments

e  Providing credit access to rural and semi-
urban populations

e  Supporting agricultural and small business
development

e  Creating employment and self-employment
opportunities

e  Facilitating education, health, and social
welfare activities

As cooperatives expand, manual record keeping
and paper-based systems have become inadequate.
The need for digitization through IT systems is
therefore crucial for transparency, efficiency, and
scalability.

2. IMPORTANCE OF INFORMATION
TECHNOLOGY IN COOPERATIVES

IT serves as the backbone for modernizing
cooperative operations. It enhances accuracy,
transparency, and communication while providing
a platform for innovation.

Major reasons IT is vital for cooperatives:
e  To automate daily financial transactions

° To maintain accurate member and loan
records




To facilitate online and mobile banking

To ensure transparent reporting and auditing
To enhance communication between the
cooperative, its members, and regulators

To integrate with external banking and
payment systems

Current Scenario

Adoption Levels

Types of IT Usage

Challenges Faced

Support Systems

~

sLimited Integration
*Urban-Rural Divide

*Basic Automation
=Communication Tools
*Online Presence

sInfrastructure Limitations
sFinancial Constraints
=5Skill Gaps

*Government [nitiatives
*NGO and Donor Support

Adoption Levels:
Limited Integration

Many cooperatives, especially in rural areas,
have limited IT infrastructure. Basic computer
systems and software are used primarily for
bookkeeping and basic data management.

Urban-Rural Divide

Urban cooperatives are more likely to use
advanced IT solutions compared to their rural
counterparts, which often lack resources and
technical know-how.

Types of IT Usage:

Basic Automation: Commonly used

software includes accounting packages,
member management systems, and basic

MIS (Management Information Systems).

Communication Tools: Email, messaging
apps, and social media platforms are used for
internal and external communication.

Online Presence: Some cooperatives have
developed websites and use social media for

outreach, but this is not widespread.
Challenges Faced:
Limitations:

Infrastructure Inadequate

b)

b)

3.

internet connectivity and lack of reliable
power supply are major issues, particularly in
remote areas.

Financial Constraints: Limited financial
resources prevent many cooperatives from
investing in modern IT infrastructure and
training.

Skill Gaps: There is a significant lack of IT
skills among cooperative members and staff,
hindering effective utilization of available

technologies.
Support Systems:

Government Initiatives: The government
of Nepal has recognized the importance of
digitalization and has initiated programs
to support IT adoption in various sectors,
including cooperatives.

NGO Support:  Non-
governmental organizations and international

and Donor
donors have been active in providing
technical and financial support for IT projects
in cooperatives.

AREAS WHERE IT IS USED IN

COOPERATIVES

a.

Core Banking and Financial Operations

Many cooperatives now use core banking
systems to manage deposits, withdrawals,
loans, and interest calculations. These systems
generate real-time reports and facilitate easy
reconciliation of accounts.

Member Information Management

Digital databases help cooperatives maintain
complete profiles of their members, including
KYC details,
history, and transaction records.

share contributions, loan

Loan Management Systems

Automation of loan processing—from
application to disbursement and recovery—
reduces paperwork and errors. Systems
calculate interest, track due dates, and send

automated reminders.



d. Accounting and Reporting

Accounting software and MIS tools help
generate:

e  Balance sheets
e Income and expenditure statements
e  Portfolio at risk reports
e  Regulatory reports for the Department
of Cooperatives
e. Mobile and Internet Banking
Through mobile applications and web portals,
members can:
e  View account balances
e Transfer funds
e Apply for loans
e  Receive payment reminders
This supports branchless and paperless
banking.
f. Human Resource Management
Larger cooperatives and federations use
HRM systems to handle payroll, leave,
performance, and employee records digitally.
g. Communication and Member Education
4. BENEFITS OF INFORMATION
TECHNOLOGY IN COOPERATIVES
a. Operational Efficiency
e Automated transaction  processing
reduces manual errors.
e  Staff productivity improves as repetitive
tasks are digitized.
e Time taken for reporting and
reconciliation decreases drastically.
b. Transparency and Accountability
e  Digital records make auditing easier.
e  Real-time monitoring prevents fraud
and misuse.
e  Members can verify balances and
transactions anytime.
c¢. Financial Inclusion
e  Mobile and digital banking allow rural

members to access services remotely.
e  Low-cost technology expands reach

without heavy infrastructure investment.
d. Improved Decision-Making
e  Management dashboards provide data
on deposits, loans, and delinquencies.

e  Data analytics helps forecast member
behavior and plan new services.

e. Better Member Service
e Instant communication via SMS and
email improves satisfaction.
e  Members receive faster loan approvals
and accurate information.
f. Enhanced Integration
e  Secamless integration with commercial
banks and payment systems enables
interoperability.
e  Online reporting ensures compliance
with government and regulatory

agencies.
5. CHALLENGES OF IT ADOPTION IN
COOPERATIVES

Despite the benefits, cooperatives in Nepal face
multiple challenges in IT adoption.
a. Infrastructure Constraints
e  Rural areas suffer from unreliable
electricity and poor internet connectivity.
e Lack of stable servers and backup
systems disrupts operations.
b. Limited Technical Skills
e  Staff and members often lack digital
literacy.
e  Training programs are irregual.r and not
standardized.
c¢. Financial Limitations
e [T systems require high upfront
investment.
e  Maintenance, licensing, and updates
add recurring costs.
d. Lack of Standardization
e  Cooperatives use various non-
compatible software platforms.

e  Data formats differ, hindering central
reporting and integration.




e. Cybersecurity Risks

e Weak passwords and unsecured devices
expose cooperatives to data theft.

e  Limited awareness about cyber threats
increases vulnerability.

f.  Cultural and Governance Barriers

e  Some leaders are resistant to change and
distrust automation.

e  Decision-making in cooperatives can be
slow due to participatory structures.

6. ROLE OF SKBBL AND COOPERATIVE

FEDERATIONS

The Sana Kisan Bikas Bank Limited (SKBBL),

along with national cooperative federations, plays

a central role in promoting IT adoption among

cooperatives.

SKBBL provides both financial and technical

support to partner cooperatives to modernize

operations and implement digital solutions.

Key roles include:

e  Designing and implementing One System
Finance, a central SaaS-based platform

e  Supporting cooperatives with training and IT
infrastructure

e  Providing tablet banking systems for field
operations

e Integrating with commercial bank payment
gateways

e  Offering data-driven reporting and MIS
tools for partner cooperatives

SKBBL’s digital initiatives aim to ensure that even

small rural cooperatives can operate with the same

level of digital sophistication as urban financial

institutions.

7. STRATEGIES TO ENHANCE IT

INTEGRATION IN COOPERATIVES
a. Capacity Building
e  Conduct continuous digital literacy
training for staff and members.
e Create IT awareness campaigns through
local cooperative networks.

b. Shared IT Platforms

e Develop centralized or shared
software managed by federations to
reduce costs.

solutions to

e  Promote open-source

ensure interoperability.
c. Infrastructure Improvement
e Partner with telecom providers to
improve rural internet access.
e Install reliable backup power systems
such as soalr panels and UPS.

d. Financial Support and Incentives

e Introduce subsidized loans for IT
investment in cooperatives.

e  Encourage donors and government

programs to fund digital transformation.

e. Cybersecurity Awareness

e  Train employees on data protection and
secure practices.
e Adopt simple cybersecurity policies
such as two-factor authentication.
f. Member-Centered Design

e  Ensure apps and portals are easy to use,
local language-friendly, and accessible
via both smartphones and basic phones.

g. Regulatory Support

e  The Department of Cooperatives should
introduce IT guidelines and reporting
formats.

° Regualr IT audits can ensure system
reliability and data security.

8. FUTURE PROSPECTS OF IT IN

COOPERATIVES

The future of IT in cooperatives in Nepal is
promising, especially with advancements in
cloud computing, mobile banking, and artificial
intelligence. These

cooperatives more efficient, member-oriented, and

technologies can make

inclusive.
Emerging trends include:

e Al-driven credit scoring to assess loan risks



° Blockchain-based record

systems for
secure and tamper-proof transactions

e  Digital identity systems (eKYC) for faster
onboarding

e  Smart analytics dashboards for real-time
performance tracking

e Online marketplaces to connect cooperative
producers with consumers directly

If strategically implemented, these innovations can
transform cooperatives into powerful engines of
local economic growth and social empowerment.

9. CASE EXAMPLE: DIGITAL

TRANSFORMATION THROUGH SKBBL’S
ONE SYSTEM FINANCE

The One System Finance initiative launched
by SKBBL represents a pioneering step toward
integrated digital cooperative management.

It connects:

e SKBBL (Central)

e  Partner Cooperatives (Clients)

e  Individual Members

All operate within a single centralized database
that supports:

e  Core banking

e  Loan management

e HRM

e  Tablet banking

e Internet and mobile banking
e  Payment gateway integration

This approach allows real-time data sharing,
reporting, and monitoring across the entire
cooperative network,

ensuring transparency,

efficiency, and accessibility.
10. RECOMMENDATIONS

To ensure sustainable digital transformation,
several steps are recommended:

1. National Cooperative IT Policy:

Establish a policy framework that mandates

data
cybersecurity practices.

interoperability, standards,  and

2. Public-Private Partnerships:

Collaborate with telecom companies and
fintech startups to develop cost-effective
solutions.

3. Digital Cooperative Fund:

Create a dedicated fund to support IT
infrastructure and innovation projects.

4. Continuous Learning:
skill-building
cooperative training centers and e-learning

Promote  digital through

modules.
5. Monitoring and Evaluation:

Regularly assess the impact of IT adoption on
financial inclusion, efficiency, and member
satisfaction.

CONCLUSION

Information technology has become indispensable
for the modernization and sustainability of
cooperatives in Nepal. By embracing digital
tools, cooperatives can achieve greater efficiency,
transparency, and inclusiveness—key values
that align with their founding principles of self-
help and community development. However, the
transformation journey requires strong leadership,
adequate funding, proper training, and supportive
regulation.

Cooperatives must not view IT as a luxury but
as a strategic investment for survival in the
digital age. Organizations like SKBBL and the
Department of Cooperatives have a crucial role
in guiding, standardizing, and facilitating this
change. If pursued strategically and inclusively,
IT can empower cooperatives to extend their
reach, deepen member participation, and build
a sustainable future that leverages both human
solidarity and digital innovation.




Overview Of Expected Credit Loss (Ecl) Model
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Introduction

Impairment of Financial Instruments is dealt with
by Nepal Financial Reporting Standards (NFRS)
9. NFRS 9 Contains an expected credit loss
model. The expected loss model applies to all debt
instruments (loans, receivable etc.) recorded at
either amortised cost or at Fair value through other
comprehensive Income (FVTOCI).

The aim of the expected loss model is that financial
statements should reflect the deterioration or the
improvement in the credit quality of financial
instruments held by an entity. This is achieved by
recognizing amounts for the expected credit loss
associated with financial assets.

The rules look complex because they have been
drafted to provide guidance to banks and financial
institutions on the recognition of credit losses on
loans made. However, there is a simplified regime

that applies to other financial assets as specified in
the standards (such as trade receivable and lease
receivables).

Things to be known before understanding
Expected credit loss model

Credit loss The difference between all contractual
cash flows that are due to an entity in accordance
with the contract and all the cash flows that an
entity expects to receive ( i.e. all cash shortfalls),
discounted at the original effective interest rate.

*Qriginal effective interest rate means the yield
from the individual loan or receivable expected
at the beginning of disbursement of the loan.

Lifetime expected credit losses: The expected
credit losses that result from all possible default
events over the expected life of a financial
instrument.

12 months expected credit losses: The portion of
the lifetime expected credit losses that represent
the expected credit losses that result from default
event on a financial instrument that are possible
within the 12 months after the reporting date.

General Approach

This approach must be applied to financial assets
measured at ammortised cost and financial assets
measured at fair value through OCI.

For those financial assets to which the general
approach applies, a loss allowance measured as
the 12-month expected credit losses is recognized
at initial recognition.

The expected credit loss associated with the
financial asset is then reviewed at each subsequent
reporting date. The amount of expected credit
loss recognized as a loss allowance depends on
the extent of credit deterioration since initial
recognition.
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If there is no significant increase in credit
risk the loss allowance for that assets is
remeasured to the 12 month expected credit
loss as at that date.

s If there is a significant increase in credit risk
the loss allowance for that asset is remeasured
to the lifetime expected credit losses as at that
date. This does not mean that the financial
asset is impaired. The entity still hopes to
collect amounts due but the possibility of a
loss event has increased.

s If there is credit impairment, the financial
asset is written down to its estimated
recoverable amount. The entity accepts that
not all contractual cash flows will be collected
and the asset is impaired.

The above approach can be outlined by introducing
three stage model for impairment based on changes
in credit quality since initial recognition as below:

Stage 1 includes financial instruments that have
not had a significant increase in credit risk since
initial recognition or that have low credit risk at
the reporting date. For these assets, 12-month
expected credit losses (‘ECL’) are recognized and
interest revenue is calculated on the gross carrying
amount of the asset (that is, without deduction for
credit allowance). 12-month ECL are the expected
credit losses that result from default events that
are possible within 12 months after the reporting
date. It is not the expected cash shortfalls over the
12-month period but the entire credit loss on an
asset weighted by the probability that the loss will
occur in the next 12 months.

For BFIS in Nepal those loans which falls under
the category of pass loan falls under this stage.

Stage 2 includes financial instruments that have
had a significant increase in credit risk since initial
recognition (unless they have low credit risk at
the reporting date) but that do not have objective
evidence of impairment. For these assets, lifetime
ECL are recognized, but interest revenue is still
calculated on the gross carrying amount of the
asset. Lifetime ECL are the expected credit losses

that result from all possible default events over the
expected life of the financial instrument. Expected
credit losses are the weighted average credit losses
with the probability of default (‘PD’) as the weight.

For BFIS in Nepal those loans which falls under
the category of watchlist falls under this stage.

Stage 3 includes financial assets that have objective
evidence of impairment at the reporting date. For
these assets, lifetime ECL are recognized and
interest revenue is calculated on the net carrying
amount (that is, net of credit allowance). The
standard requires management, when determining
whether the credit risk on a financial instrument
has increased significantly, to consider reasonable
and supportable information available, in order
to compare the risk of a default occurring at the
reporting date with the risk of a default occurring
at initial recognition of the financial instrument.

Except pass loan and watchlist loans all other
category of loan falls under this stage.

Credit Impairment

A Financial assets is credit impaired when one or
more events that have a detrimental impact on the
estimated future cash flows of the financial asset
have occurred. Evidence that a financial asset
is credit impaired include (but not limited to)
observable data about the following events:

% Significant financial difficulty of the issuer or
the borrower

* A breach of contract, such as a default or past
due event

« It is becoming probable that the borrower
will enter bankruptcy or other financial
reorganization

% The disappearance of an active market for
that financial asset because of financial
difficulties or

% The purchase or origination of a financial
asset at a deep discount that reflects the
incurred credit losses.

Challenges in implementing ECL

Implementing ECL in Nepal poses significant




challenges as it is major shift from incurred loss
model. Here are key challenges in the context of
Nepal:

1.

Data Availability and Quality
. Lack of Historical Data

Many BFIS in Nepal do not have
sufficient historical credit data for
robust ECL modeling

. Inconsistent data collection

Data is often not standardized across
banks and may be incomplete, especially
for smaller financial institutions

. Limited access to macroeconomic
data

Reliable and timely macroeconomic
indicators (like GDP, growth, inflation,
unemployment rates) are scarce or not
updated frequently.

Technical and Analytical Capacity

Lack of expertise: Many financial
institutions lack personnel with sufficient
knowledge of NFRS 9, Statistical modeling
and ECL calculation methodologies.

Training gaps: Staff often need extensive
training in new concepts like probability of
default (PD), loss given default (LGD), and
exposure at default (EAD).

Model development and Validation:
Developing and Validating robust ECL
models is complex and resource intensive.

Cost of implementation

High implementation costs: Updating IT
systems, hiring consultants, and training
staff incur substantial costs- especially
burdensome for small and mid-sized firm.
Software infrastructure : Many banks lack
the analytical tools or platforms required to
run sophisticated credit risk models.
Regulatory Readiness and Support
Regulatory transition: While NRB has
signaled the need to adopt NFRS based
accounting, full adoption of ECL requires
clearer guidelines and phased implementation

strategies.

Lack of There is
inconsistency in how banks interpret and
implement ECL related provisions, leading
to uneven risk recognition.

standardization

Macroeconomic Volatility

Frequent economic shocks: Natural
disasters, political instability, and
pandemic related disruptions complicate
macroeconomic forecasting, which is critical
for forward looking ECL.

Limited Scenario analysis: Banks struggle
to build multiple economic scenarios and
apply probability weightings due to modeling
complexity and data limitations.

Coordination among stakeholders

Low coordination : There’s often weak
collaboration between banks, auditors,
regulators, and consultants slowing down
progress and increasing inconsistencies.

Auditor Challenge: Even auditors may lack
the technical depth to effectively validate
or challenge ECL models, impacting the
credibility of financial reporting.

Cultural and Organizational Resistance

Change management issues: Resistance
from within organizations to shift from
traditional provisioning methods to a more
dynamic, model based system.

Short term focus: Banks
quarterly profitability may resist provisions
that appear to inflate short term credit losses.

focused on
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