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Bottleneck for Growth: the Human Capital Issue

Canversations with MFls CEOs and HR Managers yield insights about how their human capital management processes are not

keeping pace with their growth and plans,

he development finance indus-

try is increasingly recognizing

its human resource "bottleneck™
skilled middle and senior managers are
difficult to find and retain; HR depart-
ments lack tools and systems to service
ever-growing staft; limited resources are
available for training and skills enhance
ment; and there is almeost no knowledge
sharing around besl practices. Accord-
ing to some industry estimates, in order
to meel the anticipated demand for mi-
crofinance, the industry will have to hire
12.5 million mew loan officers, assum-
ing a lnan officer to client ratio of 1:300.
lhis battlencck threatens to constrain
the growth, success and development
patential of high-growth microfinance
and small business finance providers,

ShoreCap Exchange and Grameen Foun-

dation have both wiinessed their pariner
hanks and miceofinance institations strg-
gling with these challenges. [ mid- 2007,
they worked with Mennonite Economic
Development Associates (MEDA) 10 survey
a number of microfinance and small busi-
ness finance institutions around the world
to pinpoint the exact HE gaps facing the
industry.

Survey Response Hate
Two surveys were conducted: one that
focised on CEO level respondents and
another that focused on human resource
martagers. Seventeen CEOs responded
fromm Alrics, Asia Latin America, and Fast-
ern Furope. Additional information was
gained through in-depth interviews with
two CEOs and one Depaty CEOD,
Twenty-two mstitulions responded 1o
the Human Resource Manager survey,
again representing all regions. Informa-
tion conlained in the questionnaires was
supplemented by in-depth interviews with
three HRE Managers. In the survey analy-
sis, references to "HR Managers” refer to
this group of survey participants. Thirteen
instimtions completed both sarveys (CEQ

and HR Manager}.

Tn total, twenty-five different institutions
completed at lesst one of the two surveys or
participated through telephone interview,

...less than half of the in-
stitutions surveyed had a
systemn in place to address
the challenge of adequate

staffing alongside organiza-
tional growth ™

Consensus: HR is Integral to Organiza-
tinnal Strategy
Among the twenly-five institutions sur-
veved, there were broad differences in HR
management structures, decision-making
methods, and the level of inclusion of HR
in the sirategic planning of the instinnion,
Despite Ihese variations at the erganiza-
tional level, there was a surprising level of
consensus abowl the most urgent HR chal-
lenges facing the mnsttatons and the areas
that needed more anention. Seventy live
peroent of CEOs cited HR as a "top priority™
for their institution,

All CEOs and HR managers reported
that they inchuded HR in the strategic plan-
ning for their institution.

Consuela Dantes, HR Manager at Plant-
ers Bank explained, “We believe that the
success of o good strategy s largely depen-
dent on excellent execution. People will
execute. People will make the plans hap-
pen. It is therefore a must that HE needs
arg incorporaied into the planming process.
Dioowe have the talent? Do we have enough
talent? s our talent motivated o execute
welld  Are they trained (o execute well?
Huow will we retain our talent so that there
will be no disruptions in execution [of the
strategy|? These are strategic HR concerns
that will have a significant impact on the
success of [our] plans, and ultimately, the
organization.”

Current systems fall short

Despite the rapid growth of these instin-
tions and agreement aboul the importance
of HR, less than hall of the institutions
sarveved had a system in place o address
the challenge of adequate staffing alongside
organizational growth, As further evidence
that the sector offers litde i the way of ca
reer planning or & clear advancement strat-
egy for staff, the survey found that nearly
80 percent of the organizations did not
have professional development procedures
for stail in place, and if they were in place,

Graph 1: Top Barriers to Improving HR Faced by CEOs and HR Managers
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they were ingomplets or nol used. About
40 percent of organizations surveyed had
not implemented or put in place formal
training policies. Accordingly, these ar-
cas ranked in the top three HR needs
of the majority of institutions.  Further
compounding the retention issues echoed
throughout the sector, thirty percent of
the organizations surveyed did not have
an incentive system in place, or i it had
ey created, It was incomplete o nat
ued

Privrities vary between CEOs and HR
Managers

There was disagreement belween CEOs
and MK managers aboat the top HE chal-
lenge and the barriers MFIs face in improv-
ing HE management. In order of priority,
more CEOs cited the need for HE infor-
mation systems or automation of current
HR svstems, Le. technology issues, whereas
HR managers said that stafl capacity build-
ing and training were their main concerns.
CEOs slso volced concern about the “lack
of HE management cagacity of MFT manag-
ers andd “increasing competition for siall in

the market” HR managers (el the lack of

qualified candudates for open posilions was
also ol concern, More research 13 needed
1o betier understand the diference in view
point, but the survey initially poinis to the
need for better commuunication between HR
managers and their CEOs about the chal-
lenges each group is facing in HR manage-
ment and strategy within the institution.

Best Practices Information CGiap

The survey demaonstrated that nilding HR
mianEgement capacity is a serious challenge.
Although there are some service provid-
ers such as (raining centers, management
programs and consulling companies, there
are few toolkits, resources and trainings
focnsed on HR for the sector, There was
un articulated need for best pracuices shar

ing and the development of HR tools and
=T

Urgent Meed: Training and Technical HR
Assistance

The survey asked both CEOs and HR man-
agers how urgenily they reguire training or
technical assistance, relative to other insti-
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Graph 2! What Type of Assistance Would be Mast Helpful to You to Improve Human
Resources WithinYour Institution?
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tutiomal priorities and needs. Seventy-five
percent of CEOs felt that training andfor
technical assistance {TA) in FTR was a " Top
priority—among the most urgent needs” of
their institations, while only abouat hall of
HE Managers selected HR &s a top prioe-
ity.

Wish List: Training, Improved Systems
Tn order 10 determine the types of assistance
MFIs are most interested in obtaining, HR
managers were given a list of possible tools
o interventions in HE, and asked to choose
the three that would be most helpul for
their institution. The resulis are in Graph
2. They closely follow the open-ended re
sponses from CEOs and managers about
their pricrities with technology or man-
agement information systems {MI5) and
HR training for stall managers both rank-
ing high on the lists of both sets of respon -
demts. A puide or manual for best practice
in HR in microfinance institutions was also
ran ked a3 being of high importance for HR
miknagers,

Build Locally. Spend More on Training,
MFTsamd small business banks accessed ex-
ternil assistance on HRE management from
a variely ol providers, but did have a pref
erence [or locally provided services, likely
for the cost benefts and the knowledge of
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foeal operating enviranment. For training
on HE, they were equally divided between
internaticnal and regional training op-
portunities for siafl. Despite the Anancing
comstraint, more than half of MFLs had paid
full, unsubsidized rates for training and/or
technical assistance on HR management
topics at least once in the past two vears.
Most institutions { bwao- thirds of CECs) said
they planned to supplement their own HR
budgets with ontside fanding,

Conclusion

Indusiry players—microfinance wd small
business banks, capacity-building organi
FAlOnS, LRINING Eroups, experts, mveslors
and donors—can work collectivelv o de-
velop resources that would be accessible to
the entire community. Creating awareness
amaong these institutions about best practic-
es and benchmarks from both peer groups
and other industries would be a significant
first step to developing relevant in-house
COmpelence,

Tndustry networks and associations are
incrensinglv working on various fronts 1o
address some of these gaps, Both Shore-
Cap Exchange and Grameen Feundalion
are commitied to fecusing on these issues
ansed brimging valiable tools and resources
o the industry,
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