
Over the 
last few 
 years, 

leaders in the 
microfinance 
industry have begun 
to recognize the 
significant impact 
that effective 
management of 
human resources can 
have on the success 
of MFIs. In fact, 
initiatives aimed at 
raising awareness 
and strengthening 
Human Resource 
Management (HRM) 
have increased in the past 
few years.  A few examples 
include: the HRM course at 
the  Boulder Microfinance 
Training Program  (in its 
3rd year); a HRM training 
module offered through 
the Microfinance Centre in 
Poland; a SEEP Practitioner 
Learning Program on HRM 
in MFIs; a HRM Toolkit  
developed by MEDA for 
MicroSave in Kenya; and 
a HR course at the School 
of Applied Microfinance in 
Kenya.

I t  i s  n o  s u r p r i s e  t h a t 
microfinance is turning its 
attention to human resources. 
Staffing is a large part of an 
institution’s budget, and it 
only makes sense that MFI’s 
are ensuring, not assuming, 
that people throughout their 

organization are being man-
aged well. Significant consid-
eration within the industry is 
given to the financial issues of 
microfinance operations. Fi-
nance is essential; but it is only 
a tool in the hands of people. 
Human resource tools and 
systems are critical in finding, 
training, managing, motivat-
ing, and developing a team 
of staff who will effectively 
carry out the organization’s 
mission.  

Within Mozambique, the 
microfinance industry faces 
some unique HR challenges. 
Mozambique is one of the 
10 poorest countries in the 
world, and faces high un-
employment, illiteracy and 
the ever-increasing burden 
of HIV/AIDS.  These and 
other socio-economic factors 
combine to create a large, 

unskilled labour force strug-
gling to adapt in a changing 
environment. Mozambique 
Microfinance Facility (MMF) 
has played a key role in intro-
ducing HR tools and systems 
adapted to these challenges in 
Mozambique. Together with 
MEDA, MMF commissioned 
research on the Human Re-
source practices of ten different 
MFIs in Mozambique.  The 
study was completed in 2003, 
and is available in English and 
Portuguese from MMF1 This 
background, combined with 
MEDA’s experience training 
MFIs around the world in 
human resource management 
provides MMF with a unique 
understanding of human re-
source management within 
Mozambique. 

Based on years of work in HR 
for the microfinance industry, 
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MEDA has developed a model 
of Human Resource Manage-
ment for MFIs (Figure 1)2.  
This model describes six key 
HR activities within the con-
text of microfinance: 

Recruitment and Selec-
tion; 
Salary, Incentives, and 
Benefits; 
Performance Manage-
ment; 
Training and Develop-
ment; 
Human Resource Plan-
ning; and 
Human Resource Poli-
cies.  

These responsibilities must be 
influenced by the MFI’s ex-
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ternal operating environment, 
as well as internal strategies, 
goals, mission and institution-
al culture.  Each of the six HR 
functions plays an important 
role in the effective operations 
of an MFI.  This issue of the 
MF bulletin, will highlight 
an area that is an ongoing 
challenge for many MFIs in 
Mozambique: Recruitment 
and Selection.

Recruitment and 
Selection

Based on the research con-
ducted by MEDA and MMF 
in 2003, and our current work, 
it seems the greatest chal-
lenge facing the microfinance 

industry in Mozambique, is 
recruiting and retaining staff.  
With a limited pool of quali-
fied candidates, and increasing 
competition in the field of 
microfinance, it is extremely 
difficult to find and keep good 
employees. However, hiring 
the wrong person 
can be very costly.  
It is very costly to 
replace one em-
ployee, including 
severance, potential 
legal fees, expenses 
to hire and train 
the replacement.  
This does not take 
into consideration 
the indirect costs of 
lost productivity, 

management time, and lower 
morale which always accom-
pany a wrong hire.  Particularly 
in a challenging environment 
like Mozambique, it is impera-
tive to invest the time upfront 
in a recruitment and selection 
process like the one outline in 
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Figure 2: Recruitment and 
Selection Process4

1. Establish a Search Committee
2. Define Needs: Task and Person
3. Source Candidates
4. Review Resumes
5. Interview
6. Test
7. Check References
8. Make a Decision

Figure 1: Human Resource Management Model

Current Context (other 
MFIs, gov’t laws, economy, 
political climate, etc.)

MFI’s Strategies and 
Structure: goals, 
organizational chart

MFI’s Culture: mission and 
vision, informal procedures

Human Resource Functions

Plan for future Human 
Resource needs

Recruitment 
and selectionPolicies

Training and 
development

Salary, benefits, 
bonus system

Performance 
management

Review and evaluation of 
Human Resource Activities
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Figure 2 to significantly im-
prove the chances of making 
a good hire.

Most MFIs included in the 
survey did not have a for-
mal recruitment and selec-
tion process, and frequently 
experimented with various 
methods to find good candi-
dates.  For an MFI that does 
a lot of recruiting, it is easy to 
become sloppy and not spend 
adequate time on recruitment. 
However, planning the recruit-
ment process and diligence in 
following the steps is one of 
the most influential factors 
in successful hiring, and can 
help to address the challenges 
of recruiting from an unskilled 
pool of labour.  

Due to the lack of a skilled 
work force in Mozambique, 
MFIs are frustrated with not 
finding candidates with the 
required qualifications.  This 
shifts the selection process 
to the identification of ap-
plicants who show potential 
to learn and who fit with the 
institutional culture. It can be 
a struggle to identify personal 
qualities in candidates that 
indicate a capacity to learn 
and a commitment to the 
organization’s mission and val-
ues. It is much more difficult 
to determine a person’s willing-
ness and capacity to learn than 
to judge existing skills.

One method commonly used 
in the wider microfinance 
community to overcome this 
challenge is a training program 
as part of the recruitment 
process to evaluate candidates. 
This strategy varies in length 
and structure, but it is de-
signed to expose the applicants 
to the work requirements and 

give the MFI an op-
portunity to observe the 
candidate in a work set-
ting.  Many MFIs have 
used a variation of this 
method with success.  
An excerpt from this 
process is provided as an 
example in Figure 3.

Another benefit of an 
“on-the-job” experience 
during the recruitment 
process is to give the ap-
plicant an opportunity 
to determine if this is 
a job they want to do.  
Although candidates 
may not have many 
employment 
options, they 
still have the 
choice to ac-
cept the job 
or not. Ac-
curately in-
forming the 
a p p l i c a n t 
about the full 
job details, 
your insti-
tutional cul-
ture, training 
opportuni-
ties, working 
conditions, 
and perfor-
mance expectations, is the one 
of the first steps toward better 
retention.

Recruitment and identifica-
tion of good candidates should 
not be undertaken only when 
employee resigns or a new job 
is created.  The impact of HIV/
AIDS  has created a situation 
where many MFIs are coping 
with increased absenteeism 
and staff departures.  
Productivity may decrease due 
to staff needing extra time-
off for personal illness, or to 

care for sick family members.  
This puts additional pressure 
on staff who need to cover 
the workload of missing em-
ployees.  AIDS-related death 
among the population aged 15 
– 49 is reducing the available 
labour pool which put addi-
tional strain on MFIs. 

Many MFIs are responding 
by overstaffing, cross-training 
staff, and continually looking 
for good candidates.  MFIs 
should always be on the look-
out for potential candidates.  

A good strategy is to find an 
opportunity for an excellent 
candidate even if no job va-
cancy exists.  This will reduce 
the strain of unexpected depar-
tures, increasing staff absences, 
and allow for better staff and 
succession planning. 

The way forward
Once you have spent the time 
and effort to identify candi-
dates who have the capacity to 
learn, a good attitude, and fit 
with your institutional culture, 
it is important to remember 

Figure 3: Hire “Microfinance” People: Get the Right 
People to Do the Right Job
An excerpt from: “The People Part” by Sue Gibson5

Step Three: Interview them in the market.  Announce to the 
group [of candidates] that you are going to a pre-selected market 
(do not mention this until now) and that you want them to 
interview potential clients in the field to see how they interact 
with the clients.  More than likely, a person or two will drop out 
immediately: the self-selection aspect works quickly! In the mar-
ket, divide them in pairs, and ask them to introduce themselves 
as your representatives conducting market research in lending 
programs for very small businesses. The team leader, with assis-
tance, should follow candidates around to see how comfortable 
they are in the market and how clients react to them.  Being 
timid about approaching clients and/or looking at their watches 
are telling signs that they would rather be elsewhere.  



that making a good hire is only 
the very beginning of tapping 
into the full potential of your 
staff.  Most skill acquisition 
is built through one-on-one 
coaching and mentoring that 
comes from the proper time 
and attention paid to staff 
performance management.  
As one of the six functions of 
human resource management, 
staff performance management 
is one of the most difficult ar-
eas to master, but could argu-
ably have the greatest pay-off 
for the success of the MFI.  

Many MFIs in Mozambique 
are beginning to link their 
operational performance is-

sues to human resource 
management deficien-
cies, and recognize the 
importance of formal-
izing systems to address 
weaknesses. Through 
diligent attention to a 
comprehensive recruit-
ment process, the MFI 
can be better able to 
find the candidates who 
will contribute to the 
success of their opera-
tions.  This is only one 
of the HR tools avail-
able to MFIs to navigate 
the changing tides of 
expansion, commercialization, 
and mergers that exist in the 
current microfinance industry.  

With strong, well functioning 
human resource systems and 
tools, the MFI will be poised 
for growth, ready to manage 

the challenges of an evolving 
environment, and responsive 
to the needs of clients. 
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