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Abstract 
This paper argues that strategically aligned human capital development (HCD) 
practices are a primary driver of employee productivity in Microfinance Institutions 
(MFIs) in Sunyani, Ghana. Drawing on human capital theory and empirical 
observations, the paper positions continuous training, leadership development, 
employee motivation and performance management as high-impact levers. When 
MFIs treat HCD as an investment rather than a cost; they enjoy a snowball effect of 
improved employee productivity emanating from indicators such as higher loan-
processing speed, lower error rates, improved client retention, and stronger 
compliance outcomes, which is crucial for financial sustainability. 
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1. Introduction 
 Microfinance institutions in Ghana serve vulnerable and underserved clients. 

Their effectiveness depends heavily on frontline staff (loan officers, customer-
service agents, and field supervisors who manage client relationships, assess 
credit risk, and deliver financial literacy and other non-financial services). Yet 
many MFIs operate with limited resources and in a regulatory environment that 
has been evolving in recent years, requiring higher standards of governance and 
operational competence. Strengthened human capital therefore becomes a 
strategic necessity vital for sustainable growth. However, the sustainability and 
growth of these MFIs depends significantly on the productivity of their 
employees, which is influenced by various human capital development 
practices. Effective HCD practices, including leadership development 
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programs, continuous training, mentorship, and career advancement 
opportunities have been recognized as essential drivers of employee 
performance (Dennis, 2022; Otoo et al., 2019; Barnes et al., 2024). Human 
Capital Development (HCD) is increasingly recognized as a vital driver of 
organizational success and economic growth. Defined as the strategic process of 
enhancing employees' skills, knowledge, and abilities, HCD enables 
organizations to remain competitive, innovative, and productive in a rapidly 
changing global environment. The concept of human capital, introduced by 
Schultz in 1961 and further developed by Becker in 1964, emphasizes that 
investments in employees' skills, knowledge, and competencies enhance their 
productivity, which in turn benefits organizations and economies (Barnes, 2024; 
Winterton & Cafferkey, 2019). Effective human capital development practices, 
such as training, leadership development, and capacity building, enable 
employees to improve their performance, adapt to changes, and contribute 
meaningfully to institutional goals. In the financial services sector, particularly 
in microfinance institutions (MFIs), HCD is essential for achieving operational 
efficiency, ensuring financial inclusion, and maintaining institutional 
sustainability. MFIs, such as Sinapi Aba Savings and Loans, Opportunity 
International and Midland Savings and Loans in Ghana serve as lifelines for 
economically marginalized groups. MFIs also play an important role in 
economic development, particularly in emerging economies like Ghana, where 
they help bridge financial gaps for small businesses and individuals excluded 
from traditional banking systems.  These institutions rely heavily on skilled and 
motivated employees to execute their operations effectively. According to 
Mbroh and Quartey (2015) state that MFIs' operational success depends 
significantly on the competency and efficiency of their workforce, given the 
labour-intensive nature of microfinance operations. Agyapong, Essuman, and 
Gyamfi (2018) found that consistent training programs in financial institutions 
in Ghana lead to significant improvements in task performance and customer 
satisfaction. Similarly, McKinsey and Company (2019) emphasize that 
organizations prioritizing workforce development are more likely to achieve 
higher retention rates, innovation, and operational efficiency. For MFIs, 
improved employee productivity translates to better loan recovery rates, 
enhanced customer satisfaction, and stronger financial stability. Despite the 
clear benefits of HCD, MFIs face several challenges in their implementation. 
Financial constraints, high employee turnover, and inadequate managerial 
support often hinder the consistent application of development programs 
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(Asiedu-Appiah, Adongo & Ameyaw, 2021). As noted by Asiedu-Appiah et al. 
(2021), many MFIs in Ghana struggles to balance operational costs with the 
need for employee training and development. Additionally, cultural resistance 
and lack of access to advanced training resources further exacerbate the 
problem, limiting the potential gains of HCD initiatives. Albeit regardless of 
these challenges, this paper argues that deliberate, well-resourced human capital 
development (HCD) practices, including training, leadership development, 
mentoring, and performance management, affect the workforce, and are 
essential for improving employee productivity in Ghana’s microfinance 
institutions.  

2. Theoretical Rationale 
 Human capital theory posits that investments in education, training, and health 

increase worker productivity by enhancing skills and capabilities (Becker, 
1964). Contemporary HR perspectives add that alignment between HCD 
practices and organizational strategy and supportive performance systems 
converts training inputs into measurable outputs. In this study, two key theories 
are considered: Human Capital Theory and the Resource-based View (RBV) 
Theory. These theories provide insight into how MFIs can leverage human 
capital development to gain a competitive edge and ensure sustainable growth.  

 Human Capital (HC) Theory 
 Human Capital Theory (HCT) was initially developed by Schultz (1961) and 

further expanded by Becker (1993). The theory posits that investments in 
human capital such as education, training, and health, enhances individual 
productivity and contribute to overall economic growth. Human capital theory 
explains that expenditures on education and on-the-job training increase 
workers’ productivity because they raise workers’ skills, judgement, and 
problem-solving capacity (Becker, 1993). Under this framework, HCD is not a 
recurring “expense” but an asset that raises the marginal product of labour, 
producing measurable operational gains such as faster task completion, fewer 
mistakes, and better decision-making on client creditworthiness. In 
microfinance institutions, HCT underscores the importance of continuous 
employee development. MFIs rely heavily on skilled personnel to deliver 
financial services effectively, manage risk, and maintain client trust. Studies 
have shown that firms with higher investments in human capital development 
experience increased employee efficiency, lower turnover rates, and enhanced 
organizational performance (Bassi & McMurrer, 2007). Moreover, a lack of 
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structured training programs often result in knowledge gaps, inefficiencies, and 
reduced service quality (Noe et al., 2017). 

 Resource-based View (RBV) Theory 
 The Resource-Based View (RBV) Theory, introduced by Wernerfelt (1984), 

and later refined by Barney (1991), asserts that an organization's competitive 
advantage stems from its unique internal resources, including human capital. 
According to Barney (1991), resources must be valuable, rare, inimitable, and 
non-substitutable (VRIN) to provide sustained competitive advantage. Human 
capital, as an intangible asset, aligns with these criteria when effectively 
developed and utilized. 

 In the microfinance sector, skilled employees contribute significantly to 
customer satisfaction, loan repayment rates, and institutional sustainability. A 
study by McClean and Collins (2019) found that organizations with strategic 
human resource practices, such as continuous training and leadership 
development, outperform competitors in the long run. Furthermore, MFIs that 
prioritize employee development create an adaptive workforce capable of 
navigating regulatory changes, technological advancements, and market 
fluctuations (Hitt et al., 2001). 

3. Empirical Review 
 Human Capital Development (HCD) refers to the systematic process of 

improving employees’ knowledge, skills, and competencies to enhance 
organizational performance (Khayinga & Muathe, 2018; Boohene & Maxwell, 
2017). It includes training, mentorship, career development, and continuous 
learning opportunities, among others. 

 Training and Development: Training and development are critical 
components of human capital development, aimed at enhancing employee 
competencies and organizational effectiveness. Training equips employees with 
job-specific skills, while development focuses on long-term career growth and 
leadership readiness (Boohene et al., 2023; Noe et al., 2017; Gidey, 2016). 
Microfinance institutions benefit significantly from continuous employee 
training, as it ensures staff can handle complex financial transactions, customer 
relations, and risk assessment effectively (Awak & Augustine, 2021). 
Furthermore, training fosters innovation and adaptability, enabling employees 
to respond to industry changes and regulatory requirements. Fostering a 
learning culture encourages employees to stay curious, experiment with new 
ideas, and embrace change, thereby promoting innovation and agility within the 
organization (Careerminds, 2023). Additionally, continuous training allows 
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employees to stay updated with the latest regulatory developments and acquire 
the necessary skills to adapt effectively (Merca Team, 2023). 

 Leadership Development: Leadership development is a crucial aspect of 
human capital development, as effective leadership directly impacts 
organizational growth and employee productivity. Strong leadership fosters a 
positive work culture, enhances decision-making, and improves team 
collaboration (Tuffour et al., 2019). In microfinance institutions, leadership 
development is particularly essential, as managers and supervisors play a 
critical role in guiding employees through complex financial processes, 
regulatory compliance, and customer relations (Goleman, 2000). Avolio & Bass 
(2004) indicated that organizations investing in leadership training experience 
higher employee engagement, reduced turnover, and improved financial 
performance. Furthermore, leadership development helps build a pipeline of 
future leaders, ensuring continuity and stability within the organization (Tuffour 
et al., 2015). 

 Employee Motivation and Engagement: Motivated employees are more 
productive and committed to their organizations. HCD practices, including 
incentives, career progression opportunities, and work-life balance programs, 
play a significant role in employee engagement and retention (Deci & Ryan, 
2000). Studies indicate that organizations that prioritize employee well-being 
through continuous professional development experiences, improved job 
satisfaction and reduced absenteeism (Herzberg, 1968). 

 Performance Management: Performance management involves setting goals, 
providing feedback, and evaluating employee progress to ensure continuous 
improvement (Aguinis, 2013). A well-structured performance management 
system enhances accountability, aligns employee efforts with organizational 
objectives, and fosters professional growth. MFIs benefit from robust 
performance evaluation frameworks that identify strengths and areas for 
development, ultimately driving higher productivity and service quality 
(Agyapong et al., 2018). 

4. Research Methodology 
 A convergent mixed-methods design was used in this study. Quantitative data 

measured respondents’ perceptions of human capital development (HCD) 
practices and self-reported productivity indicators; qualitative data explored 
experiences and contextual factors. The mixed approach allows numeric 
description and small-sample testing while using interview data to explain 
mechanisms. Staff involved in credit delivery, operations, and branch 
management in four microfinance institutions (MFIs) operating in Sunyani, 
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Ghana formed the sampled unit. This accounted for seventeen respondents in 
total across the four MFIs. The distribution is provided below. 

Table 1:-  Respondents Information 
MFI Number of 

Respondents 
Respondents profile 

Branch    
Manager 

Senior       
Loan Officer 

Senior   Operations 
Staff 

MFA -A 5 1 2 2 
MFA -B 4 1 2 1 
MFA -C 4 1 2 1 
MFA -D 4 1 1 2 
Total 17 4 7 6 

        Source:- Field Data 2025 

 The study involved (17) participants drawn from four different microfinance 
institutions (MFIs) in Sunyani, Ghana, selected to ensure a diverse range of 
perspectives on human capital development and employee productivity. The 
sample included a mix of organizational roles that directly influence operational 
efficiency and staff performance. Specifically, the respondents comprised (4) 
branch managers, who provided strategic and administrative insights; (7) senior 
loan officers, whose frontline experience with clients and credit processes 
offered practical perspectives; and (6) senior operations staff, who contributed 
views on institutional training structures and performance systems. This 
distribution ensured representation across managerial, operational, and human 
resource functions, enabling a rich understanding of how human capital 
development initiatives shape productivity within the selected MFIs. 

5. Discussion and Results 
Table 1:- Human Capital Development 

HCD Practices Mean 
Std. 

Deviation 
Performance has improved due to training programs 
provided by the organisation. 

4.41 0.51 
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HCD Practices Mean 
Std. 

Deviation 
Leadership development programs have enhanced the 
ability to meet job targets. 

4.41 0.51 

As a result of new skills acquired, workers are better at 
solving work-related challenges now. 

 4.29 0.59 

Training has positively impacted the ability to meet 
deadlines. 

 4.24 0.66 

Ability to handle multiple tasks has improved through 
capacity-building programs. 

 4.18 0.73     

Employees are more confident in using technology to 
perform duties. 

 4.24 0.75 

Job efficiency has increased due to upskilling initiatives.  4.12 0.75 
Productivity in departments has improved because of 
employee development programs such as sponsored short 
courses 

 4.35 0.61 

Employee get emergency support funds at a reduced rate.  4.12 0.79 

There is a structured framework that aligns staff 
performance with strategic goals. 

 4.29 0.59 

Source:- Field Data, 2025 

 Table 2 provides a comprehensive assessment of how human capital 
development (HCD) influences employee productivity in microfinance 
institutions (MFIs) in Sunyani. The data reflects consistently high mean scores 
across various dimensions of productivity, suggesting a strong positive 
perception among employees regarding the effectiveness of HCD interventions 
in enhancing their job performance. For instance, the table shows a strong 
consensus from the respondents of selected MFIs in Sunyani on the prevalence 
of a well-established structure for training and leadership development in their 
respective MFIs. We find these two variables to be strong priorities in MFIs 
with mean scores of 4.41 and 4.41, respectively. This consistency suggests that 
respondents highly value these two variables, which are recognized in the 
literature as essential for enhancing individual performance (Yamoah et al., 
2024; Noe et al., 2017; Armstrong, 2016). Tailored training programs and the 
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integration of digital tools into learning initiatives also received high ratings, 
with both items scoring 4.24. These results indicate that respondents are of the 
view that adopting modern and context-specific training methods meets current 
job demands at their respective MFIs. As Lazzara et al. (2021) argue, aligning 
training with specific roles and leveraging technology enhances employee 
engagement and learning retention. The inclusion of digital platforms also 
reflects the shift among MFIs toward technologically driven operations. Again, 
training programs emphasize the central role of training in boosting individual 
output. This aligns with Armstrong’s (2016) assertion that structured training 
enhances both technical and behavioural competencies, thereby improving 
overall work efficiency (Boohene et al., 2024; Boohene et al., 2023). 
Furthermore, these responses reflect the broader impact of HCD in not only 
enhancing job-specific skills but also improving employee morale and 
technological adaptability. Such soft outcomes are vital to fostering a 
productive organizational culture (Garavan & Akdere, 2016). Notably, the 
ability to handle multiple tasks (mean = 4.18) and the perception that job 
efficiency has improved (mean = 4.12) also signal the success of capacity-
building programs. Despite slightly lower scores compared to leadership and 
technical skill areas, these metrics still suggest a generally high level of 
perceived productivity among staff.  

 Further, the statement “productivity in departments has improved because of 
employee development programs such as sponsored short courses, and 
employees get emergency support funds at a reduced rate” also received mean 
scores of 4.36 and 4.12, respectively, validating that HCD interventions can 
lead to employee engagement and motivation (Jephet and Magali, 2021). That 
is, employer-sponsored short courses communicate that MFIs foresee a longer-
term relationship with the employee; this reduces turnover intention and fosters 
employee commitment. Additionally, emergency support funds that offer staff 
access to low-interest loans address a different, but related, set of drivers: 
financial security and perceived organizational support, among others. 
Employees who can rely on an internal emergency fund to smooth shocks 
(medical bills, funeral costs, household crises, etc.) can experience lower 
financial stress, which reduces presenteeism and cognitive load and enables 
better workplace focus. 

 Lastly, we find (mean score=4.29) with a standard deviation of 0.59 for 
“structured framework aligning employee performance with strategic goals” 
being a core tool for performance management among employees in MFIs. This 
consistency suggests that respondents value performance management, which is 
also recognized in literature as essential for enhancing employee performance. 
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That is, structured frameworks enhance monitoring and accountability through 
performance metrics such as Portfolio at Risk (PAR), loan recovery efficiency, 
and client outreach indicators, among others, enabling managers to track staff 
performance consistently and objectively (Ledgerwood & White, 2006). 

 Counter arguments on results of the study 
 Critics argue that human capital development can consume scarce 

organizational resources, particularly in small or resource-constrained 
institutions (Becker, 1993; Storey, 2007). Thus, for undercapitalized MFIs, 
investing in human capital may reduce funds available for lending or other 
operational needs. However, on the contrary, other studies of Ghanaian banking 
institutions found that human capital development practices, including training 
& development, performance appraisal, communication, and motivation, 
together explain a substantial percentage of variance in employee performance. 
This suggests that even if human capital development consumes resources, their 
combined effect on employee performance can outweigh costs (Boohene & 
Maxwell, 2017; Agyare et al., 2016; Owusu-Antwi et al., 2016). This enhances 
the payoff of HCD investments by reducing employee turnover, thus preserving 
institutional knowledge and culture necessary for growth. 

 Another criticism is that HCD does not automatically lead to productivity gains 
in the short to medium term, as their impact depends on factors like leadership 
support, proper implementation, and alignment with organizational goals 
(Aguinis, 2013; Becker, 1993). For instance, some studies suggest that merely 
offering training does not guarantee that employees will perform better. Without 
follow-up, mentoring, or a supportive environment, gains from training may 
fade quickly. Also, staff might feel demotivated if training isn’t tied to 
meaningful incentives or promotions. However, with all this limitation, it is 
empirically clear and thus obvious that HCD is not a guaranteed productivity 
booster in all circumstances. Its effectiveness depends on how it is designed and 
implemented. Key enablers of success when implemented under enabling 
conditions help HCD to significantly increase productivity and competence, 
reducing risks associated with cost, turnover, and poor implementation. Also, 
for microfinance institutions often constrained by resources and operating under 
external structural limitations, strategically targeted HCD practices offer a 
critical avenue not only for performance but also for sustainable development, 
compliance, and client service quality. 

 Position: HCD is vital to employee productivity. 
 When human capital development (HCD) practices are systematically paired 

with performance checks, compliance becomes an integral part of daily 
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operations rather than a reactive or peripheral task. For instance, employees 
who receive training in regulatory requirements, risk management, and client 
protection policies and are then evaluated regularly against these standards, 
internalize compliance as part of their workflow. This integration ensures that 
operational errors, breaches, or omissions are detected early, corrected 
promptly, and prevented from recurring. These mechanisms create a snowball 
effect as depicted in Figure 1. That is, enhanced skills through HCD reduce 
mistakes, which accelerates process efficiency and lowers operational costs. 
Faster, error-free processes improve client interactions, fostering trust, loyalty, 
and satisfaction. Satisfied clients are more likely to maintain long-term 
relationships and adopt additional financial products, which could eventually 
strengthen revenue streams for MFIs, all things being equal. Concurrently, 
robust compliance practices protect the institution from regulatory penalties and 
reputational damage, reinforcing both financial and public trust.    

              
 Source:- From Authors 

Figure 1:- Snowball Effect of HCD on Employee Productivity in Microfinance  
       Institutions 
 When HCD is combined with additional performance check mechanisms, as 

shown in Figure 1, its effects eventually have a greater impact on employees' 
productivity, creating a snowball effect: Implementing HCD principles 
improves skills, which reduces errors, speeds up procedures, and ultimately 
improves worker performance. 
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6. Conclusion 
 Human capital development is not optional for MFIs seeking sustainable 

productivity gains. When HCD is strategic, measured, and integrated with 
performance systems, technology, and delivered through pragmatic, low-cost 
methods, it improves employee productivity; that is, employees become more 
skilled and better equipped to reduce operational errors, making them more 
efficient. Ghanaian empirical studies, particularly in community banking and 
microfinance, support this position while also underscoring the importance of 
fair HR systems and contextual adaptation. Therefore, policymakers and sector 
partners can accelerate impact by subsidizing capacity building and facilitating 
knowledge sharing across MFIs in Sunyani, Ghana, and beyond.   
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