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Abstract

This study investigates persistent documentation weaknesses and automation gaps
within Nepal’s cooperative financial sector. Despite serving millions, cooperatives
continue to rely on manual record-keeping and paper-based workflows, leading to
compliance failures, operational inefficiencies, and audit challenges. Using a mixed-
method approach—including field observations, surveys with cooperative managers,
interviews with board members, and analysis of operational logs—this research identifies
root causes of documentation failures and proposes a structured digital transformation
framework. The findings underscore the importance of digitization, digitalization, and
workflow automation for improving governance, operational efficiency, and

transparency in Nepalese cooperatives.

1. Introduction

Nepal’s cooperative sector is a cornerstone of financial inclusion, providing savings,
loans, and financial services across urban and rural areas. However, the sector largely
relies on outdated paper-based documentation, creating operational bottlenecks,
reducing transparency, and complicating regulatory compliance. Weak documentation

practices undermine governance, elevate risks, and hinder the sector’s growth potential.

2. Problem Statement

Nepalese cooperatives face chronic documentation challenges, which manifest as:
- Fragmented physical files across multiple locations.

- Lack of version control and document backup mechanisms.

- Expired or missing compliance documents.



- Slow loan processing due to manual verification.
- High dependency on individual staft knowledge.
- Difficulty preparing for regulatory audits.

3. Literature Review

Financial digitalization research indicates that documentation weaknesses in emerging
economies are rooted in infrastructural limitations, low digital literacy, and inadequate
system integration (Beck et al., 2018; Ozili, 2022). Studies on South Asian cooperatives
highlight that lack of standardized record-keeping and workflow automation impedes
operational efficiency and financial governance (Rana & Shrestha, 2020; FAO, 2023).
Digital solutions tailored to local regulatory and linguistic contexts are crucial for

successful adoption in these sectors.

4. Research Methodology

This research employs a mixed-methods approach:

- Field observations in over 100 cooperatives.

- Surveys with 215 cooperative managers and IT officers.
- Semi-structured interviews with 15 board members.

- Analysis of operational logs before and after digital system adoption.

Quantitative data were analyzed using descriptive statistics (loan processing times,
audit hours, error rates), while qualitative data were coded thematically to identify

organizational and behavioral patterns.

5. Analysis of Documentation Problems

The study identified the following critical documentation gaps:

1. Scattered physical records across offices leading to loss and retrieval delays.
2. Absence of backup or disaster recovery mechanisms.

3. Manual processes prone to transcription errors and inconsistencies.

4. Compliance and audit challenges due to missing or outdated documents.
5. Inefficient workflow resulting in extended processing times and reduced

operational efficiency.



6. Automation Gap Analysis

Automation in Nepalese cooperatives is largely absent. Key deficiencies include:
- No automated loan workflow or approval system.

- Lack of audit trails and version control.

- No notification or alert system for document expiry.

- Manual task assignment without digital accountability.

- Limited or no integration with Core Banking Systems.

7. Digital Transformation Pathway

A three-phase digital transformation framework is recommended:

1. Digitization: Conversion of paper-based records into digital formats.

2. Digitalization: Integration of digital tools to manage workflows and document
tracking.

3. Automation: Implementation of rule-based, automated workflows to reduce human

dependency and improve operational efficiency.

8. Proposed Solution Model for Nepal
A localized Digital Document Management System (DDMS) is proposed for Nepalese

cooperatives. The system should include secure digital repositories, automated
workflow management, audit trails, task tracking, and integration with Core Banking
Systems. Akash Digital’s DMS serves as an example of a contextualized, scalable, and

practical solution adapted to the regulatory and operational realities of Nepal.

9. Findings

Cooperatives adopting digital solutions demonstrated:

- 60-70% faster loan processing times.

- Over 80% reduction in documentation-related delays.
- Improved audit preparedness through automated logs.

- Increased transparency, accountability, and operational efficiency.

10. Discussion
Weak documentation is a systemic risk in cooperatives, leading to inefficiencies,
compliance failures, and potential misuse of resources. Digital transtormation, by

standardizing documentation and automating workflows, significantly strengthens



governance, reduces human errors, and facilitates regulatory compliance. Policymakers
and cooperative leaders should prioritize adopting context-sensitive digital solutions

and training staff to leverage these systems effectively.

11. Conclusion

Sustainable growth and financial inclusion in Nepal’s cooperative sector depend on
transitioning from paper-based systems to digitized and automated workflows. This
study demonstrates the urgent need for structured documentation, digital tools, and
workflow automation to enhance operational efficiency, transparency, and
accountability. Future initiatives should explore Al-driven analytics and blockchain-

based audit verification to further strengthen governance and compliance.
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