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Abstract 

This research aims to invesligate Ihe role and conlribulion off MSEs in reducing poverty and 

creation of employment opporlunity with a special emphasizes on business sector of in kirkos 

sub-cities, woreda 7 Addis Ababa. For Ihe sake of achieving Ihe objeclives of this study a 

qualilative and quantitalive mixed approach was employed. The mixed approach helps to use I' 

various data gathering inslruments such as queslionnaires, FGD and questionnaires were 

applied and Ihe collecled data analysis in descriptive ways to understand the business seclar of 

MSEs in Ihe study locality. Data was collecled in Iheform a sample of 58 business operators oul 

of 124 through questionnaire,face-Io-face interviews was also conducted with 10 operators of 

MSEs and wilh 6 government officials and experts working at various administrative levels 

respeclivelyand FGD was conducled with 6 business operators. The respondents were selected 

using purposive and random sampling technique. Besides, datajrom questionnaires were 

analyzed usingjrequency and percentage and descriptive narrations Ihrollgh triangulation 

means. The empirical sludy elicited major challenges which seem to affect pelformance of MSEs 

in the woreda, which include: inadequalejinance, lack of working premises, marketing 

problems, poor enlrepreneurial skill, poor management practices, and technological and 

bureaucratic bailie necks and weak governmenl support. Thejindings indicate that Ihough the 

business sector of MSEs in the woreda have some contribution in improving Ihe living standards 

of those participated in the business, bUI its impact in creating employment opporlunily and 

bring major changes in their lives is very much limited. ltjilrther indicale that, government 

support, the changes of the working habits and attitudes of business owners as well are an 

important elements in increasing the contribution of business owners of MSEs in reducing 

poverty and creating employment opportunities in the study woreda. Based onjindings, 

recommendations in theforms of it implications to thejields of Social Works are listed that are 

categories under the themes of policy, practice, education, and research. In these regards, one of 

Ihe implicalions oflhe study lowards policy is Ihallhe governmenl shouldfacililale credit 

schemes and markel places for business seclors of MSEs at the slarl up level and during 

operation slages. Generally, the sludy reveals Ihat overall poverty reduclion cannOI be achieved 

by looking business sector of MSEs. An inlegraled development strategy has to be implemented 

10 see meaningfiil changes in reducing poverty in the woreda. 

Key words:- MSEs, Contribution, Poverty reduction and Employment. Business sectors 
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CHAPTER ONE:- INTRODUCTION 

1.1 Introduction 

This chapter reviews the basic concepts of th e research topic, the frame work of the 

process and steps of th e research. The chapter a lso makes c lear the bas ic ideas about th e reason 

for the selection of the study topic, the study area, the statement of the problems, basic and 

specific objectives of the research . Genera ll y the chapter gives an overview about what the 

research docum ent wou ld deal and achieves at the end of the study. The chapter compri ses of 

nine sections. These are background of the study, rati onal of the study, statement of the problem, 

objectives of the stud y, signifi cance of the study, scope of the stud y, limitation of the stud y, 

definitions of terms and concepts and organization of the study are described supported with 

empirica l studi es and conceptual framework in order to prov ide a clear picture about the research 

for the readers. 

1.2. Background of the study 

Poverty is a serious and principa l problem of most Africa n countr ies. One of the ind icators 

of poverty is the existence of rampant unemployment in the continent. In the last 15 years, more 

than ever before, most of Afri can governments have been looki ng Micro and Small enterpri ses as 

a deve lopment strategy in creating employment opportunity and improv in g livelihood of the 

society, especially the urban popu lat ion (Vandenberg, 2006,pp.7-1 0). It is obv ious that, poverty in 

Ethi opia is widesp read and remains a major cha ll enge for the development of the cou ntry. One of 

the indicators of poverty is unemp loyment which is resulted from joblessness that is still hi gh 

especially among the youth (NEPSE, 2009, p.13). 
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Currentl y, a number of sub-Saharan Africa countries includ ing Ethi opia, are adopting 

Micro and Small Enterprises strategy for poverty reducti on and employment opportunity 

particu larly among the urban popu lat ion( Mulu, 2007, p. 2) Consequentl y, the donor community 

inc rease their invo lvement and support for MSEs through various assistance programs, that include 

provid ing cred it, training and facilitating markets serv ices. Therefore, Micro and Small Enterprises 

are recognized as an integra l component of economic development and a cruc ia l strategy to lift up 

African countries out of poverty (Leo & Green, 20 I 0, p. 3) 

In response to the above mentioned prob lem, 111 post 199 1, Eth iop ia exercised 

decentrali zation reforms and developed various strategies for deve lopment. The Ethiopian 

government issued the National Micro and Smal l Enterpri ses Strategy in 1997 and establ ished the 

Federal Micro and Small Enterprises Development Agency in 2003 (FMSEDA, 2006) . The 

country' s industrial policy in 2003 and the poverty reduction strategy program in 2006 have 

singled out MSEs as major instruments to create a productive and vibrant private sector and reduce 

poverty among urban dwe llers (MOFED, 2006 and MoTI, 1997). 

Moreover, in the five year plan called Plan for Accelerated and Sustained Deve lopment to 

End Poverty (PASDEP, 2005/06-200911 0), MSEs have got great attention for the alleviatio n of 

urban poverty and unemployment (MOFED, 2006). Boosting the Eth iop ian economy through 

employment creation is considered as an important tool to change the status of the poor by 

increasing in income generati on because they are operated at loca l leve l with small startup capita l 

and indigenous knowledge. 

MSEs can p laya role in improv ing the socio-economic condition of the poor since it creates 

employment opportunity that enable the poor, un employed and unsk illed to generate in come 

which in return leads to have a better access fo r socio-economic merits such as ed ucat ion, better 
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health condi ti on, good housing and nutriti on. Therefore, cogniza nt of the role of MSEs in 

employment creati on and inco me generation for the poor, the governm ent is advocating fo r the 

importance of these enterpri ses fo r enhanc in g development and growth espec ia ll y targetin g youth 

and women (MOTI, 1997). Institut ionaliz ing the MSEs is one of the ways to achieve these 

objecti ves . Thus, the governm ent took MSEs as a core development strategy. To fulfi ll nat ional 

poverty red ucti on object ives an agency was establi shed in order to fac ili tate the necessary support 

and to prov ide technical ass istance, such as training, at federal or reg iona l level (FeMSE DA an nu al 

report, 20 IS). 

However, MSEs sector faces lot of constraints such as po licy problems, lack or in adequate 

trainings, lack of credit and loan, lack of working space, poor production techniq ues and in put 

access constraints, lack of information, inadequate market linkage (Gebrehi wot & Wolday, pp. 64-

68 ). Desp ite these problems, the MSEs is be li eved by Ethi opia government as one of the best 

means of all eviating poverty and creati ng em ployment opportun ity in towns and urban area, whi ch 

enab le increas ing the income and fulfilling the bas ic needs of th e poo r and un employed 

(Yared,20 I 0, p. 12). 

It is estimated that close to ha lf of the population in urban areas in Ethiop ia are liv ing in 

absolute poverty due to lack of economic opportuniti es such as employment and inadeq uate bas ic 

household income that are an essentia l factors to measure poverty (MUDC, 2013, p.3). According 

to the Add is Ababa Micro and Small Enterprise report (201 3), there were about 26, 57 1 MSEs 

empl oyi ng about 642,603 workers, produc ing goods and services fo r low and midd le in come 

soc ieties. These enterpri ses are engaged in di fferen t sectors and instituti ona li zed in MSEs by the 

governm ent MS Es Development Programs Packages (MSEDPP). 
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The Eth iop ian governm ent in 1997 established the Federal Micro and Small Enterpri ses Development Agency (Regulation, No. 33/1998 ) delegated or authorized for design in g and implementin g of the policy and strategy ofM SEs and to provide comprehensive supports to MSEs at federal and regional level in order to increase the means for the creat ion of jobs for the less killed and unemployed section of the soc iety there by to alleviate poverty in the country (UNDP, 2012, p. I). 

Recently, the strong commitment of the government of Ethi op ia on reduc ing poverty is re fl ected in its Growth and Transformati on Plan (GTP) . The plan is expected to reduce the rate of poverty from 29 percent in 2010 to 22 percent in 2015. MSEs are one of the packages included in the development strategic document in achievi ng the objective of GTP (MoFD, 20 I 0, p.2 I) . 
Even though there is a beli ef that MSEs show some improvements in job creation, there is an argument about the sign ificant roles played by Micro and Small enterpri ses (MSEs) in the reduction of poverty, generations of income and creations of employment opportunities for qu ite a large proportion of the urban population (MUDC, 2013). 

It is obv ious that there are a lot of problems that limits their rea l contribution of MSEs in job creation and poverty reduction as they are aspired (Yared ,2010, p.35). Some of the common problems listed in various documents that hinder their performance are financ ia l problem, lack of qualified employees, poor financi al management, lack of raw materials, market opportunities ( lack of access to su itab le market network) unable to acquired proper working places where they can get easy access to markets (Gebrehiwot & Wolday 2006, p 64 ). 
This study aims to prov ide a ho li stic view of the contribution of the busi ness sector of MS Es in woreda 07 of kirkos sub-city in Addis Ababa . It tries to ex plore the role of the business sector ofMSEs in improv ing the li ve standards of those participant in the business sector of MS Es, 
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its potential in creating employment and its impact in reducing urban poverty in the stud y woreda. 

In order to achieve these objectives comprehensive literature review and empiri ca l research, data 

co ll ection and analyses methods were appl ied. 

1.3. Rational for the Research 

T he research topic related to MSEs is purposely chosen as a study area because, it is 

claimed by the government of Ethi op ia, that the MSE sector is one of the econom ic development 

strategy in the process of alleviating poverty, so the basic reaso n for the selection of the topic is 

based on an appreciation that the findings of a study which aims to create meaningful resul ts on 

the economic development and help reduce poverty. Micro and smal l enterprises in Ethiopia 

provide goods and services in promoting innovation and enhancing the enterprise culture, wh ich 

is necessary for private sector development, industria lization and job creat ion. So, related wi th the 

MSEs development strategy, the business sector ofMSEs of lVoreda 7 in kirkos sub city is selected 

as a study topic with the inertest of understanding the extent ofMSEs contribution towards poverty 

reduction. Besides, the business sector was selected because it is the largest of a ll other five of 

MSEs secto rs that are active ly functioning in the study worda . Accord ing to the 20 14 annual 

worda report the business sector are 124 out of the total 280 MSEs that are cu rrently registered 

and working in the lVoreda. The business sector includes a much diversi fi ed business activit ies, 

such as small scale retailing, fruits and vegetable, cloths, jewe lry, easy glass shops, book stores, 

massage, cosmetics shops, coffee and tea houses . The researcher believes that these factors enable 

to exam ine to analyses and understand contribution ofMSEs in reducing poverty and creat ingjobs 

for the community that would he lp to achieve the objective of the stud y. 
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1.4. Statement of the Problem 

As it was stated above, Micro and Small Enterprise has a role in redu cin g poverty in man y 
developing countries in Africa . MSEs have a significance potential in creat ing j ob opportunity and 
generating wea lth for low income commu nity. They are a lso advocated as major sources of 
entrepreneurship skill, innovation and bringing attitudi na l changes of people in developing 
countries (Leo, Grunfeld & Green 20 I 0, p. 3). 

The Ethiopian government recognized the important contributi on of micro and small 
enterpr ises as important a lternate for employment opportun ity for the poo r peop le. Ethi op ian 
government s ince 1997 have given great attention on organizing Micro and Small Enterprise as a 
means of alleviation of poverty among impoverished youth and women. The enterprises a lso 
believed to be vehicle for acquir ing and applyi ng skill s to raise productivity and raisi ng nationa l 
income. Due to these reasons government designed an extensive strategy of organizing and 
support ing micro and sma ll enterprises in various ways from the federa l to loca l level espec iall y 
in cities and towns (M inilek & Ch innan,20 12, P. 22). 

In most develop ing co untries, MSEs has been advocated as a means of reducing poverty 
and an environment of job creation for the last 20 years. In s imilar manner the government of 
Ethiopia also designed policy and policy implementing strategies in promoting MSEs with 
especia ll y emphas is in cities and towns. 

Like in most African countr ies, MSEs strategy in Ethiopia has faced so man y constra ints 
both at start up phases and after their establishment, that become an hinder the real contribution of 
MSEs in poverty reduction and j ob creation. For example, the fa ilure rate of MSEs is 85% out of 
100 enterprises due to lack of sk ill s and access to capital (Fedahuns i, 1997: 170- 186). It is typica l 
ofMSEs in Africa to be lacking in bus iness sk ills and collatera l to meet the ex isting lending criteria 

6 
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of financia l institutions (World Bank, 2004:29). The MSEs are able to source and obta in finance 

mostl y from in formal sectors like friends and relatives whi le medium or large enterpri ses obtain 

funds from banks. Th is unequal access to finance by MSEs and medium and large enterpri ses has 

undermined the ro le of MSEs in the econom ic deve lopment in African countr ies (Wo rld Bank, 

2004:29). 

A lthough poverty reduction has remained the declared core objective in the government ' s 

poverty reduction programs, it has been given inadequate emphasis to the problem of urban 

dwellers. The government' s efforts to improve the li ving conditions of the rural population have 

relatively begun to bear fruit, whereas the inc idence and severity of poverty have intens ified in the 

urban areas in the recent past (MOFED, 2006). 

Add is Ababa has become the largest and most populous city in Ethiopia that conta ins about 

26 percent of tota l urban population of the country. However, Addis Ababa is one of the least 

deve loped cities in Africa facing a major challenge of urban poverty and s lu m proliferation 

(MOFED, 2006) . Like any other major cities of Africa, Add is Ababa is presently sufferi ng from a 

host of soc ia l and economic problems including widening income disparity, deepening poverty, 

ri sing unemployment, severe housing shortage, poorly developed physical and soc ial infrastructure 

and the pro liferation of slums and sq uatter settlements. Moreover, there are critical problems 

related to income and employment in Add is Ababa. For instance, about 60percent of the c ity 

dwellers earn very low income of less than 74.5 USD per month per househo ld (UN-HAB ITAT, 

2008). 

Rapid urbanization has been accompanied by grow ing number of poor people and a para lle l 

increase in the social and econom ic needs of local com munities. Unemployment remains high 

whi lst nearly ha lf of the population earns less than what is needed to buy enough food fo r basic 
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subsistence. One fifth of the city's population has no access to safe drinking water wh ile many 

people lack adequate toilet faci liti es and waste disposal systems (Nebil , Gezahegn, Hayat , 20 I 0, 

p. 36) 

For this reason, MSEs is recognized by the government as one of the potent ial sector to 

alleviate poverty in Addis Ababa in general and in the study woreda in particular. MSEs provide 

employment opportunity and income generating scheme to those who do not have access to the 

formal sector employment. It is also regarded as a tool for supporting the econom ic and social 

conditions of the poor, especially for the youth and women, by a ll owing access to education and 

health facilities and improves their living standards sustainably ( . 

In contrary to the mentioned benefit the sector faces a lot of constraints such as policy 

problems, lack or in adequate trainings, lack of credit and loan, lack of working space, poor 

production techniques and input access constraints, lack of information , inadequate market linkage 

etc .. These problems are hi ghl y restricting the contribution of MSEs in socio-economic 

development of the poor in the study area, woreda 7 kirkos sub city. This study therefore ,try to 

analyze the role ofMSEs in poverty alleviation by taking empirical data and information from the 

business sector Managers/Operators as well as the other members of the enterprises in the woreda 

and from those who are work in g in MSEs at various adm ini strational level (Gebrehiwot and 

Wolday, 2006, p. 24). 

The study conducted by Ethiop ian CSA discloses that, the contribution of small enterprises 

in creatin g job opportunities and in the development of our economy is vital (FMSEDA, 2006: 13). 

However, their contribution is very low in compared with that of other countries due to financial 

problem, lack of qualified employees, lack of proper financial records, marketing problems, lack 

of working premises and raw materials. Lack of information about market opportun ities and 
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standards and regulations IS one of the underlying factors that hinder their performance 

(Mulu ,2009: 10-1 3) . 

In Addis Ababa, MSEs have a problem of finance when estab li shing the business most 

individual sources of finance come from personal sav in gs and loans acquired from relatives, 

friends and moneylenders with high amount of interests (MoTI , 2005: 13-14). A fter the business 

goes operationa l, the probability of becoming profitable and paying back debts along with accrued 

interest is less . Besides, MSEs do not conduct market research and develop/design a product or 

serv ice as per the need of custo mers (Zeleke Worku, 2009:2-9). For MSEs, lack of premises is 

unquestionably a serious problem in the city. Most informal operators do not get access to suitab le 

working locat ions where they can get easy access to markets. Further, the problem related to the 

sk ill s and capacity of MSEs business owners and lack of appropriate technology and government 

su pport are considered as another factors that hampered the prospect of MSEs (Gebrehiwot and 

Wolday, 2006, p. 31). 

To address above problems and increase its contribution in reduc ing poverty and creating 

jobs, this study therefore aims to provide a holi stic view of factors affecting the performance of 

MSEs taking the case of the business sector in woreda7 kirkos sub city in Addis Ababa. In order 

to understand the si tuation ofMSEs taking the case of the business sector, a comprehensive rev iew 

of literature and empirical study ava ilable on the area would be explored. The study resulted not 

on ly to serve as providing a se lf check to current business enterpri se secto r in the study locality, 

but also to increase the invo lvement of every sta keh olders in promoting MSEs business activities 

through a better understa nding of the determinants of the performance of the enterpri ses. Such an 

understanding of the pre-requisites for woreda 7 kirkos sub-city MSE to perform well in their 

businesses is of critica l importance especia ll y in today' s competiti ve environment. In view of the 
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prob lems, the centra l quest ion of this stud y is assessing the contribution of the business sector of 

MSEs in reduc ing poverty and job employment in woreda7 kirkso sub-c ity. 

1.5. Objectives of the study 

1.5 .1 General Objective 

The general objective of the study is to explore the contr ibut ion of the business sector of 

MSE's in poverty red uction and in creating employment opportun iti es and the problems the 

bus iness enterpr ise face in kirkos sub c ity in Woreda 7. 

1.5.2 Specific Objectives 

• To examine the contribution of Micro and sma ll enterprises in poverty reduction and job 

creation by taking the case of the busi ness sector ofMSEs in the study lVoreda. 

• To ana lyze the types and degree of support provided by gove rnment organs business sector 

ofMSEs in the study woreda. 

• Explore the opportunities of the business sector ofMSEs in creating employment/ job for the 

poor peop le of the Woreda 7 especiall y women. 

• To identify the interna l and externa l factors that affects the performance of the business 

sector ofMSE's. 

1.6 Basic Research Questions 

I . How does the business sector of MSEs contribute in reducing poverty in the study local ity? 

2. What are the supports of the Government for the bus iness sector ofMSEs in the study area? 

3. What are the internal and externa l factors that affect the performance of the business sector of 

MSEs in th e study area? 
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4. How can be the problems of the business sector of MSEs in the wareda minimi zed in order to 

boost its contribution in reduc in g poverty? 

I. 7. Significances of the Study 

• Making peop le to understand the importance and the role of business sections of MS Es in the 

study locality re lated to jobs creat ion and poverty reduction. 

• The study is expected to serve as a sou rce of information about MSEs activities in the stud y 

locality. 

• It provides some information about the extent of the problems assoc iated with the 

implementat ion of policy and strategy of the business sector ofMSEs in the study loca lity . 

• The resu lt is a lso expected to be helpful for policy makers and implementers to compare and 

contrast what is going on the ground and the intention of the national policy and strategy of 

MSEs. 

1.8 Scope of the Study 

Out of 10 wardas of the kirkos sub city the research focuses onl y in one warda of MSEs . 

Although there are various private business sectors in the study locality, this study spec ifi ca lly 

onl y fo cuses onl y on business MSEs that are registered and licensed by the MSE development 

strategy in the study Woreda. 

Like any, MSEs organization in the city, the MSEs in the stud y woreda incorporates at 

least five MSEs sectors. The most actively operating MSEs sectors in the woreda are food 

processing, wood and metal work, construction, manufacturing and municipal se rvices. 

(AACMSEDA , 2011-2014). 
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Of the MSEs in the woreda, thi s study targets or focus on the business sector only. The 

business sector of the woreda MSEs includes, reta iling, fruits and vegetab le, c loths, jewelry, eye 

glass shops, book stores, massage, cosmet ics, coffee and tea houses. 

1.9. Limitations of the Study 

The main problem during the data collection period was shortages of data. The problem, 

in fact, is not only a matter of shortage of data but also a question of reliability of the data. Some 

of the business owners/operators ofMSEs were not wi lli ng to fill the questionnaires and some of 

them were reluctance to cooperate for interv iew and FGD. Most of the business owners were 

unwillingness to cooperate for FGD, interviews and to the question naires for vari ous reasons. So, 

repeated visits and attempts of clarifying objective of the visit were tiresome and t ime taking. The 

major reason was most of them were suspicion to disclose informat ion that may lead to negat ive 

effect on their business. It was also observed from the interview and FGD that most of them the 

respondents decline to give accurate information on their business month ly income. The other 

limi tat ion, which should be mentioned, was the questionnaires were not filled by the respondent 

themselves, rather by the employed data collectors; this may limi t the chances of the respondents 

to expressing their views freely. This arrangement was made due to lack of reading and writing 

capac ity of the respondents based on their willingness or consents. 

Therefore, in order to avoid dependent on information gathered on one ways of data 

gathering the research did was ana lysis and triangulate the data that are gathered through 

questionnaires, FGDs, interviews of Key informants, and different reports (publi shed and 

unpublished concerning the issue under study) so as to make the data representative and the 

outcome of the research find ings credible. 

12 



The Contribution of Micro and Small Enterprises in Poverty RedliClion 

1.10. Definitions of terms and concepts 

It is necessary to have definitions of terms and concepts as used in this study for better clarity 

and understand about MSEs and business sector in parti cular related to the bas ic objecti ve of the 

stud y. 

• Unemployed:- According to the ILO guidel ines (2006), a person is unemployed if the 

person is (a) not work ing, (b) currently ava ilable for work and (c) seeking work. 

• Entcrprise:- can be defined as an undertaking engaged in production and/or distribution 

of goods & services for commercial benefits, beyond subsistence (household) consumption 

at the household level. It may be owned and operated by a single household, or by several 

households j ointl y on a partnership basis or by any institutiona l body. 

• "Small E nterprise". Growth oriented Micro and Small Enterprises (MSEs) are MSEs 

engaged in production of goods and servi ces in the sectors given priorities in the economic 

development of the country in most po licy and strategy docum ents of the government (e.g., 

MoFED, GTP, 2010). 

• Retail trade is defined as the re-sale (sale without transform ation) of new and used goods 

to the general public, for personal or house ho ld consumption or utilization. 

• Informal enterprise:- small scale, and operate au/side regis/ralion and lax and 

frameworks . They may pay tax when caught by the tax man, otherwise known for evading 

taxpayin g and other required regularities, members or operators are mainly engaged in 

production of marketed goods and services. 

• Formal enterprises:- are de fined as establishments principa lly engaged in production of 

marketed goods and services but form all y registered at respective government agenc ies to 

und ertake the business and hence have li censes to oper~te 
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• lqub: A vo luntary, in fo rm al, and indigenous form of rotating sav in g and cred it scheme, 

where each member contributes a mutually agreed amount of money on weekly or monthly 

bas is. 

• Socia l Capital: - re fers to var ious features of the soc ial organization of a region, such as 

the presence of shared norm s and valu es that fac ilitate coo rdination and cooperat ion 

among indi vidua l firm s, and sectors for their mutua l advantage (Wo lfe, 2002, p. 125), 

1.11. Organization of the Study 

T he thes is is organized in to fi ve chapters. The first chapter dea ls with the introd uctory part 

which focuses on background, statement of the problem, objective, research questi ons, the 

signifi cance and justificati on, scope and limitat ion of the study. The second chapter d iscusses 

about the rev iewed literatures, that concepts and theoretical and empirical literatures on MSEs are 

revi ewed . T he third chapter explains the methodology in which that descr ibes the techniques of 

data collect ions and ways of data analysis. T he fo urth chapter deals with data and findings analys is. 

T he fi fth and fina l chapter covers about the di scuss ion, conc lusion and impli cation of the study to 

the fields of Socia l Work. 
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CHAPTER TWO: - REVIEW OF RELATED LITERA TURE 

2.1 Introduction 

This chapter reviews the bas ic characteri st ics, significances and deve lopment o f Micro 

and Small Enterpri ses de fin iti ons, views and strategies descri bed by vari ous scho lars and 

institutions about MSEs are assessed and di scussed related to its impact on pove rty reducti on and 

empl oyment opportunities. It is widely assum ed that MS Es has great contributi on in poverty 

a lleviation and to achi eve deve lopment in developing countries in general and in Ethi opia in 

particular (Kayan ul a and Quartey, 2000,p.48). 

Thus, th is chapter discusses the defi nit ions ofMSEs, the ro le ofMSEs in poverty reduction, 

MS E histori cal development in Ethi opia, the internal and external problems and the mechanisms 

o f boosting the MSEs. 

2.2 Definitions and Characteristics of Micro and Small Enterprises 

2.2.1 Definitions of MSEs: -

T here is no single and universally acceptable de fini t ion of a Micro and small enterpri se. 

They are given different standard meanings at di ffere nt tim es. The definit ions di ffer not only fro m 

one coun try to another but also changes through tim e with in the same country, depend ing on the 

co untry's level of advances in technology or other cons iderations (USAID, 2005, pp.SS -S7) 

Different countri es used di ffe rent criteri a for the cl ass ifi cati on of small enterpri ses. The 

enterpri ses, assets, capital , and sales turnover or a combination of the asset and capita l determine 

the s ize of enterpri ses (Gebrehi wot and Wolday, 2006, p. 24) . 

Di ffe rent countri es adopt their own cri te ri a to de fine MSEs, but all use various term s or 

naming to describe sma ll enterprises, including mi cro and small enterpri ses. In thi s regard s the 

most comm on naming for the present MSEs are sma ll businesses, small fi rms, sma ll enterprises, 
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estab lishments (MoTI, 1997, pp.8-11 ). According to Ethi opian Centra l Stat istics Authority (CSA) 

definiti on of MSEs are bus in ess organizati ons that are determined on the amoun t of cap ita l, 

employment and level of techni cal and techno logica l capacit ies (CSA, 2003, p. 21) . T hus, from 

both organization common standard to define MSEs are capital and the number of employees they 

have. 

Currently in our country the standardized definition of MSEs is stated in the regulation 

No.20 I /20 II. Accordingly, " Micro enterprises, means an enterpri se having a total work ing 

capital , excluding buildings, not exceed ing Birr 50,000, in the case of service sector, not 

exceeding Birr 100,000, in the case of industrial sector that engages 5 workers including the 

owner, his fami Iy members and other employees(Regulati on nO.20 I /20 I I,A rt.211 l". 

Smal l enterprises, means an enterprise havi ng a total working cap ital, excluding bu ildings, 

from Birr 50,00 I to Birr 500,000, in the case of service sector or Bi rr I 0 I ,00 I to I ,500,000, in 

the case of industrial sector and engaged from 6 to 30 workers in cluding the owner, hi s fam il y 

members and other employees" (Regul ation, No.20 1/20 II Art. 2/2)". 

Although a number of measures have been used to identi fy and descr ibe MSEs, there is no 

consensus on anyone of the measures to describe MSEs in si milar standard . So it is usuall y 

common to use the va lue of fixed assets, and the ir turnover and the number of employees 

(Rogerson , 2000,p. 687-716) 

2.2.2 Basic Characteristics of Micro and Small Enterprises 

In spite of the difference in politica l and econom ic deve lopments among countri es, micro 

and sma ll enterpri ses have common features that make them d ifferent from large enterpri ses 

(UNECAO, 2008, p. 32). The major common character istics of MSEs that differ from oth er big 

business entities are management is independent; property is independently owned and not 

dominant in its field of busi ness operation (UNECAO, 2008, p. 18-22). MSEs as an enti ty either 
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small-scale industries, micro enterprises, the informal sector, cottage and handicrafts, other income 

generating businesses (USAID, 2005, pp.55-57). 

For instance, in Malawi, the officia l definition of micro and small enterprises IS 

incorporated under the category of smal l enterprise. They are indentified by the level of capital 

investment, number of employees and capita l turnover. Accordingly, an enterpri ses will be taken 

as small sca le if it has a cap ital in vestment of2,000 - 55,000 USD and employing 5-20 people and 

with a an annual turnover of up to USD 110,000 (Kayanula and Quartey, 2000, p.16). 

In Kenya micro and small enterprise have some differences in the number of people they 

employed. Thus, micro enterprises are those that employ 10 or fewer workers and where as small ­

scale enterprises are those that em ploy II -SO people, excluding these engaged in agricu ltu ral , 

an imal husbandry, fi shing, hunting, gathering and forestry (Liang, 2002, pA ) 

In South Africa micro and small enterprise are any business entity, whether 01' not 

registered under any law, including cooperative and non-governmenta l organ izations that 

employce between 1-5 person, usuall y the owner and hi s family members with an nual turnover 

below the leve l of R300 000 per year. Small enterprise are formal , registered and have a fixed 

business locat ion that employee under 100 persons, and managed by the owner, but more complex 

management structure than micro enterpr ise with annual turnover between R300 00 I - not 

exceeding R 1,000,000 per year (Rogerson , 2000,p. 687-7 16) 

In Eth iopia, up to recent time, Ministry of Trade and Industry (MoTI ) and Central 

Statistics Authority (CSA) are the two government organizations that define MSEs ( Hai lu , 20 I 0, 

pp. 42-44). Accord ing to MoTI micro enterpri ses are businesses entities with a capital not more 

than Birr 20,000, whereas, Small enterprises are business entit ies that have a capital from between 

20,000 - 50,000 Birr, excluding high technology consultancy firms and other high techno logy 
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run by individual or sma ll group holds ownership and the area of operation is mainl y loca l, workers 

and owners are in one home cou ntry (McCormi ck & Dorothy, 2008 ,pp.2- 12). MSE ' s individual 

contribution to the market and producti on output in the relevant sector is small. It has a centralized 

management centering on the owner and has a low level of work specia lizati on and high proxi mity 

between chiefs and empl oyees (McCormick & Dorothy, 2008,pp. 24-29) . Bes ides, most MSEs 

don't have fo rmal bus iness strategy, poor in ut ili zing in fo rmation system and weak in rapid 

innovation to adjust market and to resist competition. The MS E are also obv iously known for the ir 

parti cipation in a very diversified bus iness activ ities which is cons idered by many as potenti al in 

creating employment opportuniti es for a large number of the population ( AAFEDB, 2008, p.1 6). 

MS Es also characterized by the limited amounts of investment capital, small capital and most of 

them are at low level of skill s qualification. They also operate in both the formal and informal 

business activities and have a small size of employment opportuni ty compared with Large 

Enterpri ses ( NEPSE, 2009, p.1 0) . 

2.3 Views on the significance of Micro and Small Enterprises for Development. 

There are argum ents about the contributi on of MSEs on th e economic deve lopment of a 

country. Somet imes there are two polarized ideas about the extent o f the signi fi cance of MSEs in 

their role of creation of employment and reduc ing poverty ( Vandenberg, 2006,pp.I-9) .These 

views can be c lassified in to two. There are researchers and poli cy makers, at internati onal and 

nati onal level, strongly believe that MSEs have high level of contr ibut ion on deve lopment while 

there are others who dimini sh MSEs signifi cance and contribution for nation development 

(Kayanula and Quartey, 2000,p.35). 
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2.3.1 The Pro-MSEs view:-

According to the ad herent of thi s view believed th at the contributi on ofMSE to economic 

growth and poverty reduction is very hi gh. They advocate that MSEs have a great power in 

miti gatin g poverty by creating employment opportuniti es and as a means for income generat ing 

for th e poor and vul nerab le groups of the soc iety. They promote MSEs as an important strategy to 

regulate market imperfecti on by regulating commodities price that are becoming diffi cult fo r the 

poor and vulnerable sections of the community from tim e to time ( FDREMUDC, 20 13,p.29). 

T hey a lso looks MSEs from soc ia l capita l perspecti ves that they be li eved that it has a potential of 

fac ilitating and promotin g hum an interaction and re lations in its day to day business acti vit ies at 

the nati onal and local level s ( AAFEDB, 2008 , P.32). 

2.3.2 The Contra MSEs view:-

These groups do not totally ignore the significance of MSEs, but rather they underm ine the 

degree of contribution of MS Es to economi c development, especiall y in deve loping countri es 

(Moyi, &Njira ini , 2005, pAS). They thought that even though, there is some contribution of 

MSEs in enhanc ing th e economy o fa nation, its contri bution is minimal, short lived and di mi nish 

over time (Tambunana,2006, p.32-34). One of the ir justifications is that large enterprises dominate 

the economi c activiti es by inj ecting huge capital in the bus iness, whi ch makes th e MSEs 

powerl ess, due to competi tion and dominati on. T hose factors make MSEs difficult to get suffic ient 

market and weakened in competition and vanished through time (Kushnir, Mirmulstein, & 

Ramalho, 20 I 0, pp.S-8). They sa id that as it is observed and experienced most co untries in Africa, 

MSEs operate in low va lue added and unprofitab le economic sector which have a very min imal 

role in the development of the country. Thus their technica l and management inefficiency, 

financ ial and other problems are other factors that limit the ir contribution to th e national eco nomy 

of the country (UNECAO, 2008, p. II ) 
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In spite o f th e contra-argument, currently th e pro MSEs view has gai ned great acceptance 

and support from many developi ng nati ons and in ternat ional organ izatio ns such as the World Bank 

(UNECAO, 2008 , pp. 10-1 5). These developing cou ntries and internati ona l agenc ies magn ify the 

signifi cances of MSEs in changing the economy of nations as a role of as a mu lt i dimensiona l 

contri butions in economi c development of developing countr ies (Epherem,2010, p.28), Today 

MSEs be lieved as an engine of promoting entrepreneurshi p sk ill for the unemployed people, 

espec ia ll y for youths and be li eved a too l o f co mbating poverty. MSEs is a means of reducing 

inequality am ong the groups of society. It is a strategy to integrate women into job market and in 

to the areas of entrepreneurship sk ill greater than large enterprises (USAID, 2005, pp. 55-56). 

MS Es are considered as a means of enhancing competition and increase employment 

opportuniti es because of their high labor intensive capacity (AAFE DB, 2002, p.5) . The MS Es 

fl ex ibil ity and adaptabili ty to loca l market and generate income for the poor in their coun tries is 

an add itiona l reason fo r the acceptance and support of MSEs strategy by governments o f 

deve loping countries and international agencies. It is however, to be clear that MSEs are more 

im portant than Large Enterprises or it does not to say MSEs can full y subst itute the role of Large 

Enterprises in the economy (UN ECAO, 2008 , P. 10). According to Addi s Ababa City Govern ment 

Urban Development report Small scale industry sector, MS Es, occupies a strategic im portance in 

any economi c structure and play a key role in the industrialization and development of a coun try 

(Geberehi wot & Wolday, 2006, p.17, AA FEDB, 2008, P.16) 
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2.4 Micro and Small E nterprises and poverty Reduction 

2.4.1 The definition of poverty 

The term poverty has no single acceptable definition. It is described in various ways and given 

various mean ing and interpretation depending on the level of deve lopment of a certain society. 

Today Poverty is not only the lack of basic hum an needs such as clean water, nutrition, hea lth 

care, education, clothing, shelter and other but began in cluding of non material conditi ons, such as 

lack of access to basic services a lack of rights, secu rity, power and dign ity (Vandenberg, 2006, 

p.8). 

2.4.2 T he Role of Micro and Sma ll Enterprises in Reducing Poverty 

Reducing poverty is broadly accepted as goals of development in the least developed countries. 

Multid imensional effects of povelty lead to target poverty red uction through rethinking and transforming 

the existing economic and social policies and strategies ( Mulu, 2007, P. 2) 

Fro m the 1960s various develop in g countries launched MSEs strategy as a means fo r economi c 

development to tackle poverty and unempl oyment ( FREMUDC, 20 13, pp I4-17). In th is regards, 

MSEs are considered as a tool to stimulate economi c deve lopment by generat ing employment and 

creating way for more eq uitable distribution of resou rces and income espec ially among the poor 

section of the soc iety. MSEs are important in activat ing compet it ion, creati ng suitable markets, 

and enhancing productivity ( USA ID, 2005 , P. 3) 

MSEs are expected to be instrument in fac il itating business transit ion by provid ing goods and 

services, at reasonab le price to a large number of poor people. T hey are a center of develop in g 

skills and talents espec ially for young peop le (Leegwater and Arthur Shaw, 2008, P. 12). 

Therefore, from various perspectives from 1950s, most of Sub-Saharan A frica countri es are 

strongly work in g on MSEs as the ir development strategy ( Vandenberg, 2006, p. 10) . It has been 

observed that one of the princ ipa l causes of poverty in any country is lack o f employment 
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opportunities especially for the youth and less ski lled groups of the society (Nebil ,Gezahegn , 

Hayat, 20 I 0, p. 7). As a result, governments and international agencies advocated MSEs, because 

of its divers ified econom ic activ iti es, which are great potentia l in increasing employment 

opportunities for a substantial segment of the popu lation and ab le to lift countries out of poverty 

(Vandenberg, 2006, p 2, Mulugeta, 20 11 , p.13) . According to the survey conducted by Ministry 

of Urban Deve lopment and Construction in 20 13, it is estimated that MSEs in Ethi opia employ 

22% of the adult popu lation (FDREMUDC,20 13, P.IS) 

Many African countries have taken direct intervention measures in support of MSEs not on ly 

to reduce poverty but also to be used as an additiona l sources of tax revenue for government, that 

enable them to carry out various development projects . So MSEs has also addit ional im pact on 

deve lopment and reduc ing poverty ( Mu lu, 2007, p. 22 ). 

Like many develop in g nations Ethiopian govern ment is promoting and supports MSEs strategy 

from the perspective of poverty reduction which is believed to be a mechanisms of employment 

creation for unsk illed, poor and vulnerabl e section of the society (T. Tambunan,2006, p.S,). 

Unemployment and underemp loyment is a pervasive prob lem in Ethi op ia due to the absence 

ofa dynam ic private sector. In urban areas, about 26% of the workforce is offic iall y un employed, 

a figure believed to underestimate the real situation ( Mu lu geta, 20 I I, p.13). Of particular concern 

is that unemployment among the youth is significantly higher than the rest of the workforce. MSEs 

also used an out let to the youth to exercise their talents and strength their entrepreneuria l ski ll to 

attained their persona l and material interest (Tegegne & Meheret ,20 I 0, pp23-28, MoE, 2008, p.8 ,) 

Alm ost in all econom ica ll y successful countries, MSEs were a spr ingboard fo r their present 

economic growth and soc ial progress by being a ferti le ground for innovation, and skil l 

development and job creation (Sievers & Vandenberg,2007, p.4I) . Thus, the dynamic role of 
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MS Es in the economy o f deve loping countries as engines of growth has long been recognized. 

That is why most Afri can governments, inc luding Ethiopia, and internati ona l organizati ons 

provided greater technica l and financ ial support for MS Es development as a way o f poverty 

reduction ( UN 100 , 2002, p.36). 

2.5 Historical Development of MSEs in Ethiopia 

The present Micro and Small enterprises strategy as one of th e ways of deve lopment have 

been recogni zed by Ethiopia governm ents from the peri od 1950s onward s ( Teshome, 1994 p. 24, 

FOREMUOC, 201 3, P 16). From these days, MS Es as being used as a strategy of fi ghting poverty 

and creating jobs especia ll y in the urban areas FDREM UDC,20 13,p. 22) . A vari ety of poli cies, 

laws and regulati ons regarding promoting and supporting small enterpri se were formul ated and 

offi ces were organized by government to support the enterpri ses . The deve lopment of Micro and 

Small enterprises in Ethi opia has passed the following three phases 

First phase:-MSEs program and strategy in Ethiopia stared 111 the 1950s duri ng the 

emperor Hai lese lassie I regime und er the name of liege ye eje libebe (Teshome, 1994, p.27 ) . 

The government industr ia lization poli cy of the tim e, contributed to th e establi shment of sma ll 

sca le enterprise, whi ch they are today named as MS Es. Among the laws that encourage the 

emergence and devel opment ofMS Es at that time was the Investm ent Proclamation No. 24211966 

that provided small scale enterpri se tax relief, access to land and buildings, public utiliti es and 

advi sory and admini strati ve support service by government (Teshome, I 994, p.3 6). The 

government organ responsi ble for support, coordinating small scale enterpri se acti v iti es was 

Mini stry of Industry and TOllri sm. The mai n support to MSEs at the time was prov iding tra ining 

were foc llsed on management o f business (Teshome, 1994, p.23) . 
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Second phase: - The second phase of MSEs sector in Ethiopia had existed in the period 

between 1974 to 1991. It was the period of military d ictatorship regime ( derg) under Mengistu 

Hailemariam. The derg sociali st oriented regime that di scourage private bus iness act ivities and 

ownershi p had a negative im pact on MSEs development. So, the situati on for sma ll enterpri ses 

during the derg regime was not sui tab le and the ro le and contributions of MS Es for deve lopment 

was very limited compared to the previous regime (FDREMU DC,20 13,p.20 ). In the period, the 

current Micro and Small sca le enterpri ses sector were reorgan ized in the fo rm of assoc iat ion, 

under sociali st cooperat ive with the objective of boosting the sociali st economy. The office 

respons ible to coord inate the small enterprise activit ies was Hand icrafts and Sma ll Sca le 

Industries Development Agency (HAS IDA) wh ich was establ ished in 1975 (Proclamation 

No.7611975) However, due to poor po li cy, limited attention and shortage of fund HASIDA 

activi ty was limited on ly in prov iding tra ining in management and techn ica l skil ls based on 

Soc ia list ideo logy ori entation (FDREMUDC,20 13,pp. 24-25) 

The third phase:- The current government, wh ich came to power In May, 1991 

recognized poverty as a deep rooted prob lem and a major problems for sustainable development 

and stability of the country. Since then, govern ment launched various strategies to fi ght poverty. 

Therefore, MSEs ga ined greater attent ion and consideration in hoping to playa pivota l rol e in the 

reduction of poverty in the co untry, espec ia lly in the urban areas (AAFEDB, 2008, p.22). The role 

ofMSEs as a means to fight poverty and contribut ion in the overa ll nationa l development has been 

g iven wider justifications and acceptance from poli tica l leaders, po li cy makers and development 

partners. It was believed that MSEs is a too l of enhanc ing socia l welfare and improving the living 

standard of the poor by of generating income through its capac ity of creatin g hi gh vol umes of 

employment opportuniti es (NEPS,2009, p. I I). 
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2.6 The Present MSE strategies in Ethiopia. 

Ethi op ian government devel opment programs target ing in the reducti on of poverty create 

favorable environment for expansion of MSEs projects in the country especiall y in urban and 

c ities (FDREMSEDS, 20 11). One of the reasons government give high attention fo r MSEs 

especia lly in urban areas is because formal business sectors and govern ment offices cannot fu lfill 

or a capacity to absorb the growing demand of jobs for the high growing number of the population 

(Epherem,20 I 0, p. 18). MSEs po licy and strategy were designed and hi ghly advocated as a means 

of improving the livelihood to quite a large proportion or the poor section or the society especia ll y 

in urban (MoFED,GTP, 20 I 0) . MSEs sector has capacity to absorb unempl oyed peop le who have 

lost or no chance to engage in government offices and in the form al sector. The promotion of thi s 

sector is justified on the grounds that enhancing growth with equity, creating long-term jobs, 

providing th e basis for the grow in g and expenditure of medium and large enterpri se (M ulu , 2007, 

p.2). It opens a w ider opportunities the poor section of the urban dwellers to engage in various 

economic activities to change the ir livelihood (MWUD , 2006, pAS). 

Beside, MSEs he lp to generate income for the jobless whi ch in other way reduce the misery 

and hard shi ps o f the urban poor populat ion. The growth and expansion or MSEs make the poor 

family to feel financially and physiologica l secure (AAFEDB, 2008, p.12 ) 

In the direction of fighting poverty, one of the measures taken by Ethiopi an government 

that facilitate in flourish ing MS Es was the adoption of the 1996 proclamation (Proclamati on No. 

4011996). The proclamation facilitates the expansion and operati on ofMSEs by a ll owing MSEs to 

have access to various government support such as to credit , counseling services, training and 

other government adm ini stration services ( FDREM UDC,20 13,p. 26). 
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The other scheme the government has taken was the preparation of the cou ntry's MSEs 

nati ona l deve lopment strategies documents in 1997 E.C called Federal Micro and Sma ll -Sca le 

Enterpri ses Strategy (FMS ES) and Regiona l Micro and Small -Scale Enterprises Strateg ies 

(Regulati on No.33/199S). T hey are national strategies framewo rk that show the s ign ifi cance of 

MSEs fo r poverty red uction, and the ir main objective is creating an enab ling environment for 

MSEs growth and ex pansion (FEDB, 2002, pp.S-S). Besides, MSEs are greatly supported by 

government a means of bringing equitable resources distr ibution, creating stability, long-term jobs, 

provid ing the basis fo r medium and large scale enterprises and promoting export ( Hailu, 20 I 0, P 

4). 

Further steps in strengthening MSEs came out with the establishment of Federa l Micro and 

Sma ll -Scale Enterpri ses Development Agency (FMSEDA) and Reg ional Micro and Small-Sca le 

Enterpri ses Deve lopment Agencies (RMSEDAs) by the Regulation No.33/ 199S. The principa l 

ro le of these o ffi ces are to imp lement th e 1997 MS Es strateg ies that describe in deta il about the 

exploitation of local raw material, creation of job, adoption of new and appropriate technologies, 

and enhancement o f linkages among MSEs (FDREMU DC,20 13, p. 27). The GTP has also put the 

MSEs deve lopment as one of the seven identified deve lopment strategies o f Ethiopia, ind icating 

MSEs have been o n th e forefront in emp loyment creat ions, and advocating and promot in g its 

immense ro le in poverty reducti ons (MoFED, GTP, 20 I 0). When the World Bank introduced 

poverty reduction strategy for Less Deve loped Countries in the 1990s to improve the li ving 

standard of the people, it cons idered MSEs as a too l to mitigate unemployment and poverty 

reduction (Mo FED, 2009 ) 
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The major duties of the offi ces of MSEDA structured at various adm in istration layers are 

provid ing and facilitat ing var ious support such as tra ining (on entrepreneurship, skills and 

technol ogy) cond ucting studies to identify the prob lems and prov iding counseling servi ces,They 

are a lso responsib le for advisi ng government on MSE polic ies and strateg ies, organi ze ex hi bit ions 

programs at nati onal and loca l level as a market outlet for MS E products ( I-Iai lu, 20 I 0, p,31 , 

MoFED, PASDEP, 2009) , 

2.8 Internal and external problems in MSEs contributions in reducing poverty 

Micro and small enterprise are confronted with several challenges that limit their 

contr ibut ion in reducing poverty ( Eshetu Bekele & Zeleke Worku, 2008, p.34 ), Factors 

considered to be a hindrance for the contribut io n o f MSEs in poverty reduction are described by 

d ifferent research and government studies, These factors can be seen from interna l and external 

perspecti ves (Mulugeta Chane Wube,20 I 0, p, 18), The most common internal problems that affect 

the activities ofMSEs are persona l att itudes, lack of motivation, vision and low leve l ofawareness 

towards MSEs(G, Miche lin & 1-1, Alan,2002, pp 26-30), 

Globa lly, the top causes of failure in small businesses including MSEs are, lack of ski ll s 

and experience in operati ng busi nesses, in sufficient cap ita l, poor phys ica l locat ion, poor 

management, technical skill , over-investment in fixed assets, poor cred it arrangements, sti ff 

competition, and low sales of product and services (USA lD, 2007, p, 4-5), Bes ides, socia l, 

economiC, cultural, pol itica l, legal and technologica l problems affect MSEs effici ency and 

activ iti es ( Michelin & Alan,2002,pp, 24-29.), 

Lack of technica l know-how, weak accounting system and poor managerial and financial 

ski lls, lack of work premises, lack of tra in ing opportunities, shortage o f raw materia ls, poor 

infrastructu re and over-tax are also mentioned as a basic problems to MSEs deve lopment (Leo 

A, Green, 20 I 0, p, 36) 
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MS E growth in Sub-Saharan Africa region is hampered by weak business environment. 

There is a strong relation between bus iness environment and growth opportuniti es for MSEs. Some 

of these factors are lack of access to finance, new markets opportunities and weak suppli es, such 

as water and electri c ity (F DREMSEDS, 20 II , p,36) . The major factors that affect the performance 

of MSEs in developing co untries is not their small s ize but thei r iso lation, to markets, lack of 

information, finance and weak insti tut ional support. 

In similar manner most of the above mentioned problems are obse rved in most ofMSEs in 

Ethiop ia. MSEs in Ethiopia are a lso confronted with the problems of poor technica l and 

manageri a l skill s, weak accounting and record keeping. These in turn affect the proper handlin g 

and operation of the MS Es business (Mulu, 2009, pp. 10-13, Eshetu & Zeleke 2008, pp24-32). 

MSEs in Ethiopia are severely affected by lack of access to finance from forma l money lendin g 

in stitutions. Most of them are fo rced to use perso nal sav ings and loans acquired from relat ives, 

friends and money from individual s with hi gh amount of interests or raise finance from traditional 

financia l associations schemes ( iqqub). But all of these sources of finance may not be prov ide the 

needed amount of money to run bus iness properly in sustai nab le manner (FDREMU DC,2013, p. 

28). 

Shortage of sources of raw materials that result in the product ion of poor qua lity of goods 

are also an other factors that make them less competitive in the market (Tulus Tambunan ,2006, 

p.S ). Market related Prob lems are another challenge of MSEs deve lopment in most of Afr ica 

nations. Lack of sell ing and wo rking place, poor market linkage and poor market promot ion are 

major market problems. Competition from the informal sector and corrupti on within government 

serv ices are a lso another cha llenges for MSEs growth and development ( Mulugeta ,20 I 0, pp.72-

77). In consistence, government institutional support, including bureaucratic bottlenecks and 
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govern ment in tervent ion also pose significant are also a constra ints to MSEs deve lopment in most 

African countri es (M ichelin & Alan, 2002, p. 18). Other cri tical pro blems are related to the MSEs 

operator-themselves, such as dependency att itude, extravagance and wasting behav ior, and lack of 

vision and commitment are another problems (Kushn ir, Mi rmu lstein, and Ramalho, 20 10, p.22). 

There are still MSEs owners/ operators that look and wait fo r government employment fo r 

job rather than being innovative, improving product ivity and be ing competent in their business. 

Poor sav ing cul ture, lack of access to sufficient capital at start up stage, and lack of commitment 

towards changing the backward technology are another bottleneck fo r the MSE development 

(Nebil, Gezahegn, Hayat, 20 I O,p. 17) . 

In spi te of the constraints they are facing, the li mited survey conducted by Ethiop ian 

government explai ned the contribution of small enterprises have a signifi cance impact in economy 

by creat ing job opportuni ties Accord ing to the fo ur years plan and implementation report of the 

Federal Micro and Small Enterpri se Development Agency, from the year (20 II - 20 13) 6, 671,0 12 

jobs are created by MSEs ( FMSEDA,201 4, p.1 3). Generall y, the vari ous academic studies 

ind icated the sign ificance of MSEs for deve lopment and yet MSEs are fac ing so many prob lems 

which affect their contribution to poverty reduction. 

2.9 Mechanisms of boosting MSEs 

In developing countries such as Ethiopia, income derived from employment have a direct 

relation on economic growth and poverty reduction (Neb il , Gezahegn, Hayat , 20 I 0, p. 16). High 

urban unemployment, part icul ar ly youth unemployment due to high rate of popul ation growth and 

rural-urban migrat ion are contribut ing factor to urban populat ion growth . So unemployment 

remains a major development concern fo r the government (Harris, 20 I 0, pp. 167- 186). 
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Reducin g poverty needs to deal with the issue of equitabl e resources distributi on and 

unempl oyment in the labor market. So, governm ent has to create opportunities for those who have 

lack to access jobs (NE PSE. 2009, P. 13) 

Therefore, poverty reduction strategy also requi res enhanc ing employment opportunities 

especially for the youth and the di sadvantaged groups and unskilled women and men (Nebil, 

Gezahegn, Hayat, 20 I 0, p.27 ). Emp loyment opportunity contribution to growth and reducing 

poverty could be achieved when jo b creation strateg ies and policies are systematically designed. 

So, a country with high rate of poverty and rap id popu lati on growth, needs a strategic 

intervention to increase employment opportunities in order to accelerate economi c growth , reduce 

poverty and to ensure the equitab le di stribution of resources (Tegegne & Meheret 20 I 0, P.42 ). It 

is, therefore, necessary to approach the challenges of unemployment through a coordi nated 

empl oyment po licy and strategy (NE PSE, 2008, P. 13) 

It becomes obv ious that creating employment opportunities has a mu lti dim ension effects 

in reducing poverty and j obs creation for var ious groups of the society. In this regards, MSEs 

create greater chances of employment to the mass o f unemployed urban poor (Zeleke Worku,2009, 

pp.I -9). The g loba l literature clearl y shows that the nati ona l economy of man y developed nations 

grew on a sustainabl e basi s due to the reason of their strong effort of working on sma ll sized 

enterpri ses ( Ha il u, 2008 , pp.10- 18). In order to achieve sustai nab le eco nomic growth, the 

government of Ethiopia more than designing MSEs policy as a development package, it should 

provide adequ ate support for MS Es sector (Workneh ,2007, pp .14-1 9). 

It is widely recognized that MSEs playa crucial ro le in promot ing both eco nomic growth 

and enhanci ng its effecti veness in reducing poverty by creat ing employmelll opportunity ( 

MoFEO, GTP,20 I 0). In order to enhance the contribution of MSEs to the nat ional economi c at 

31 



The Contribllfion of Micro and Small Entelprises in Poverty Reduction 

the req uired level, an in tervention strategy should be designed to address the bas ic problems of 

MSEs, such as working places, markets locations, finance, wo rking capita l, access to mark ets, 

training and government services (FDREMSEDS, 20 II , pp . 35-37). 

In addit ion government shou ld faci litate to access to new tech nologies includ ing 

In fo rmation and Comm unication Technology ( ICT) to promote the qual ity of the products and 

services in order to increase thei r compet itiveness in the market (G. Michelin & Alan, 2002,pp. 12-

16). 

Another ways of boosting MSEs are Government and NGOs agencies that can promote 

skills-based employment training, in areas of entrepreneu rship especia lly targeted the youth, 

women , and the unemp loyed (FDREMUDC,20 13,p.28 ). 

Add itiona l points suggested as a way increasing the contributi on of MS Es in reduc ing 

poverty is creati ng linkages among the various sectors of MSEs and the general market. Li nkages 

refer about the ways of connections of enterpri ses to raw materia ls, technologies, markets, and 

training. It is also used as a social cap ital by faci litating communication and networks among 

various MSEs wo rki ng at d i fferent places ( Hailu, 20 I 0, P 4-8) 

Policies, laws and regul at ions formulated for MSEs operat ion should be crit ically reviewed 

not to have a negative effects on the sector. I f otherwise, MSEs keep the ir businesses sma ll and 

work in the informa l ways to avoid paying tax (Neb il , Ayele, and Hayat, 20 I 0, p. 22). A more 

reasonab le regulatory laws motivate MSEs to remain into the forma l sector (Vandenberg, 2006,p. 

2 1 ).The limited studies so far conducted in Ethiopia in the sector are showing that MSEs are not 

yet capab le enough to absorb cheap ly available labor force and unab le to create jobs for the 

unemployed to the required level (M ini lek ,2012, p. 5) 
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CHAPTER THREE: - RESEARCH METHODOLOGY 

3.1. Introduction 

The stud y was designed for investi gating the contribution of the bus iness sector of MSEs 

in a ll ev iating poverty in the study local ity. In ord er to analyze the issues hi s study employed the 

qualitative and quantitative mixed approach to gather informati on and data from various sources 

that enab le to analyze and understand the role ofMSEs in allev iating poverty in the study woreda. 

The chapter di scusses procedures and activ ities under taken, the questionnaire des ign, instrument 

development, data co ll ection , pilot test in g, sampling strategy, data process ing and analys is. 

Besides, the section deals with a di scuss ion on the ethical issues and the study area profile. 

3.2 The study lVoreda and the study topic 

Woreda 7 is located in Kirkos Sub-city, inc luding areas ca ll ed , National Theater, Legehar, 

the prev ious NaZl'it bus station, around the stadium, parts of Filwoha. According to the 20 14 annual 

lVoreda report the popu lation of the lVoreda is about 140,200. 

Although there are different sectors of MSE that operate in woreda, the business sector 

is selected for this research that it incorporates large number of participants 124 (44.28%) out of 

the total 280 MSEs ownersl operators. So the business sector of MSEs absorbed s ignificant 

number ofMSEs operators and managers which are cons idered as a good representat ive to analyze 

the contribution of MS Es in all eviating poverty and reduc in g employment in the study woreda. 

3.3. Research Design 

The research methodology employed in this study was mixed approaches that is both 

qualitative and qu antitative (Mikkel sen,2000, p. 87). This mixed research des ign is appl ied for thi s 

research work with the intent of add ressing the basic research questi ons of the study. Mixed 

research method helps to answer questions that cannot be answered by qualitative or quanti tati ve 
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approach alone (Creswell, 2007,p.329).Therefore, this method enable to better und erstand and 

analyze the experience, va lue, perception, problems and looks solutions for the prob lems ofMSEs. 

Hence, data are collected in detail s that can be better to make val id generali zati ons and conc lusions 

for the populations understudy. 

Both qualitative and quantitative data are col lected for the study believed to exp lore basic 

data for to fulfill basic objectives of the study. In this regards the qualitative approach has app ly 

Focus Group Discussions (FGDs), interview, some parts of the questionnaires and document to 

explore data. Meanwhile the quantitative approach used questionnaires to gather countable and 

measurable data in the form of frequencies and percentage that enable to analyze the overall impact 

of business sector of MSEs in reducing poverty on the owners, managers/operators. Bas ic 

objectives and analyzing data co llected in both qualitative and quantitative methods is to 

triangulate and supplement the diverse data generated from different sources wh ich in order to 

increase the val idity and reliability of research. 

3.4. Data Types and Sources 

3.4.1 Types of data 

As mentioned above the mi xed research approach was selected for this re search due 

to its multiple data collection instruments employed. In order to check the significance of the 

qualitative and quantitative approach the instruments were commented and pilot tested whether 

they were developed based on the objectives of the study and research questions or not. Finall y, 

they were employed for the gathering process. 
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Priary Sources 

• T he primary data are co llected primaril y from first hand sources through questionn aires, 

interviews, and focus group di scuss ions will be co llected from the business owners and 

government offi cia ls and experts working at various administrationa l levels. 

Secondary Sources 

• Secondary data from business owners' files and poli cy papers were used to provide additi onal 

information. Bes ides, variety of books, publi shed and/o r unpubli shed government docum ents 

and reports were reviewed to make the study fruitful. 

3.4.2 Data Collection Techniques and Procedures 

The research has utilized the under mentioned data gathering too ls and co llection procedures . 

3.4.2.1 Questionnaire. 

The designed questi onna ire were prepared to be filled by th e owner managers/or operators 

of the target enterprises of MSEs in the study. Care was taken in the des ign of the principles of 

questionnaires such as making them s imple, easy and clear to understand . 

Most of the were questi onnaire were des igned in a five likert sca led (c losed), multiple­

choice questi ons and open ended in which respondents given a chance to express their vi ews . The 

preparation and constructi on o f items was done by reviewing the literature on concepts of MSEs 

with special emphasis in the area of business sector. Items were constructed in English language; 

it was commented by the advisor and later trans lated to Amahric language . Based on the comment, 

some items were dropped and some were added and some were improved. T he layo ut of the 

questionnaire was kept very s imple to encourage meaning ful partic ipation by the respondents. A 

questi onnaire was constructed to gather data within a short period of tim e from the participants 

invo lved in th e bus iness. It prov ides a chance to understand their attitude, their belie fs, des ires, 

36 



The COlllribution of Micro and Small £nlelprises in Poverty Reduction 

and needs o f the partic ipants. The questionnaire was di stributed for 70 (56.45%) busi ness 

owners out of the total 124 businesses sector that are regi stered and operate in th e stud y 

woreda. For the purpose of clarity and the research objectives most of the questi onnaire was 

prepared and structured in rating type scale. But as it was mentioned the questionnaires it also gave 

chances for the respondents to express their own opinion on some of the items of the questi onnaire. 

3.4.2.2 Semi structured Interview 

The interview as part of being the most widely used qualitative data gathering technique 

a llowing the researcher to come up with rich data (Kitchin & Tate, 2000, p. 273), in which the 

interviews se lection invo lves the interviewer ask ing questions and the interv iewee respond ing. A 

series of structured and semi structu red standardized open-ended questi ons were designed and 

applied . The semi structured in terv iew was conducted through face-to-face interviews with 10 

business owners/ operators (four retailers, one cloths shop, one fruits and vegetabl e shop, two book 

shops, and two coffee and tea business). Interview was also carried out with 6 governm ent o fficial s 

and experts work ing at the various adm inistration leve ls in the MSEs offices (three offi cers from 

the study woreda, one from the kirkos sub city, one from Addis Ababa and one from FeMS EDA 

). The interview was cond ucted based on the already prepared guidelines and a lso some important 

issues rai sed during the discussion. The interview method of data coll ection enables to co ll ect data 

and had a hi gh response rate which able to understand the outlook and attitudes of the respondents 

related to the objectives of the study. 

3.4.2.3 Focus Group Discussion (FGD) 

The research used sem i structured questions previousl y prepared and tested . The researcher 

facilitated group di scuss ion. The ro le of the researcher was moderatin g the FGD while tak ing 

notes. While selecting the participants o f the di scussion, an effort was made to ensure divers ity 

and representation in te rms of business sector, gender, age, and duration or length of work 
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experiences in the business MSEs. Initially ten busi ness operators/ managers were invited and to 

conduct FGD into two groups di scuss ion session at different time and places. But actuall y FGD 

was conducted once with six person comprises from two coffee and tea, two retailers and two boo k 

shop business owners for at least an hour and ha lf. During the di scuss ion the participants were 

encouraged and given the chance to argue, to support and give supp lementary ideas for each other 

based on the questi on raised by the facilitator based on the FGD guideline. The researcher was 

ab le to explore the MSE operator's views about the impact of their business MSEs on th eir 

li vel ihood , such as the changes in their daily life, nutrition, health , capita l assets, institutiona l and 

policy support. Numerous constraints of MSEs spec ifica ll y re lated to the business sector in the 

woreda and the prospects of their enterpri ses were al so exp lored. 

3.4.3 Document Analysis 

This method of data co llection was used for the purpose of checking the avai lability of 

written documents that a re very essenti al to address the basic questions and to accompli sh the 

obj ectives o f the study. Thus, Statisti ca l document and monthl y reports that describe about the 

types of the business sector of MSEs activities, the name, add ress, location of all bus iness sector 

MSEs from the study lVoreda office were in both hard and soft cop ies were co llected and analyzed 

for the purpose of the study. 

3.5. Pilot Testing. 

After the preparati on of the instruments a tryout or a test o f all the data co ll ect ion 

instruments were conducted. It is targeted to test the validity and reliability of the data co llect ion 

instruments. The preparation and testing the relevancy and consistency o f the items was done by 

consulting pertinent bodies that have knowledge and experience in testin g and measurement. 
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Besides some instruments were also given to some members of bus iness secto r of MSEs 

who operates in business or in other MSEs act ivities. The test was conducted on 7 persons who 

were engaged in the bus iness and other sectors of MSEs in the study loca lity with the he lp of the 

woreda MSEs offi cer. 

T he responses obtained from the pre-test try revea led that some of the questions lack 

clarity, problems of deviation between the intent of the set of items . The researcher views the 

deviation was caused in the translation of the questions from English to Amaharic language. A 

co ll eague who is an Engli sh language instructor was consu lted to translate it back in to Engl ish. 

Fina ll y the two questionnaires wh ich were written in Eng li sh and Amharic were c losely 

scrutinized . Based on the pilot test, some commented quest ions were corrected and ambiguo us 

and insignificance questions were dropped. For instance, most of the indi vidua ls were re luctant 

and not interested to respond to question that ask the amount of daily income after joining the 

busi ness sector. So the question was later replaced in to rating scale type in which respo ndents 

were to respond by saying very strong agree, agree, undecided, agree and strongly disagree. In 

sim il ar manner quest ions that were constructed to descr ibe their op inions about the improvement 

of li vel ihood were also changed towards likert sca le. 

3.6 Sampling Technique and selection of Respondents 

Although there are no general rul es, the sample s ize usually depends on the popul ati on to 

be sampled and depends on the objectives of the study. To determine sample s ize, a li st of the 

woreda MSEs population formally registered MSEs until May 2014 by the Add is Ababa C ity 

Admin istrat ion Trade and Industry Development Bureau were obta ined from the stud y woreda 

ad mini strati on. The total populations which are engaged in the business secti on of MSEs are 124 
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which inc lude a di versifi ed business activity, such as small sca le retailing, fruits and vegetab le, 

cloths, jewelry, easy glass shops, book stores, cosmet ics shops, coffee and tea houses and massage. 

The study applies two methods of sampling techniques. The fi rst method is purpos ive 

sampling technique whi ch foc used on 124 business sectors o f MSEs in the study woreda. 

Accordingly, the data was designed to collect data from the above mentioned on 124 business 

sector of MSEs. Purpos ive sampling technique was used due to the fact that, the study is goi ng to 

see and analyses the contribution of the business sectors o f the study woreda MSEs (small scale 

retailing, fruits and vegetable, cloths, jewelry, easy glass works, book stores, massage, cosmetics 

shops, coffee and tea houses) in redu cing poverty and creation of em ployment in the study locality. 

So questionnaires were di stributed to cover a ll types of business sectors whether they are small or 

big in proportional manner. Purposive sampling technique is se lected and apply as sampling 

techniques for this study that help to co llect balanced information from a ll owners who part ic ipate 

in th e business sectors in order to assess well about its im pact in reduc in g poverty and creation o f 

employment. Similar ly purposive sampling method applied for the interviews and FGD with the 

managers/operators of the business sectors of MS Es and government officia ls and experts. 

The second method is the Random Sampling Technique. As it was stated above, the re are 

diversified business sector of MSEs in the Woreda. Therefore, to get comprehens ive data and 

informati on it is important to take proportional number from each business sector of MSEs in the 

stud y woreda. After kn owing the tota l number of the business sectors of MSEs fo und in the 

Woredas, data col lection espec ia ll y through questionnaires were determined based on the number 

of participants in each business secto r. Thus, after know ing the number of participants in the 

business sector of MSEs in the woreda, i. e questi onnaires were d istributed proportional to the 

num ber of each secti on of business section in s imp le random samp ling manner. Then after the 
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di stributi on of questionna ires for business sector was made proportiona ll y to the number of each 

business section. Accordingly, 41 (68.96%) questionnai res were d istr ibuted for retailers out of70, 

wh ich is the largest of all business sectors of woreda MSEs, 9 for c loths shop owners out of 11 , 7 

for vegetable and fru its shop owners out of 10, 6 book shop owners out of 8,4 massage business 

owners out of 7 and 3 fo r coffee house owners. After the collection of questionn aires the data 

c1ass i ficat ion was conducted acco rding to the themes of questi onnaires and made ready fo r 

interpretati on. 

3.7. Data Collection Procedure. 

On informed consent of the government bodies who are working at various leve l ofMSEs 

offices and the business owners of MSEs, the above mentioned data collection instruments were 

employed. They were informed about the purpose of the study before the questionnaire was 

distributed . Moreover, during the administration of the questionnaire further clarifications were 

given on points not clea r for respondents. Out of 70 questionnaire which were distributed to 

business MSEs managers or operators, 64 (91.42 %) were return . Six questi onnaires were rejected 

for lack of c larity and improper reply. At the end out of 64, 58 ( 82.85%) questionnaires that 

appropriately fill ed were used for the analyses purpose. 

The quest ionnaires were co ll ected w ith the help of the woreda MSEs Office experts. S ix 

youths who are provid in g a vol untary serv ices in the youth association at the study ",oreda, were 

employed to co llect the questionnai re through face to face interaction. They were given orientation 

how to conduct the data collection, such as how to ask and communicate and taking of notes . They 

identified the areas where they are go ing to co llect and to whom they co llect based on the address 

found from the li st of the MS Es the woreda MSEs office. [n spite of some long days of appointment 

and absence of some business owners who are se lected to fill the questi on naires. Data co llectors 
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were able to co llect the questionnaires according to the orientat ion provided. As it was stated 

finally 64 questionnaires were returned and out of which 58 properly filled and fit were used for 

the analysis of the study. 

Interviews and FOD was conducted in vol untary manner with 10 and 6 business owners 

respectively. Interv iews secessions were also conducted with 6 the government officials an d 

experts who are direct ly working in MSE offices and have experience and knowledge about MS Es. 

Men and women managers/operators of the business sectors of MSEs as well as government 

officers and experts were considered as a base of respondents. 

Check lists were prepared to guide the open ended discuss ions for both the interviewees 

and for FOD secession related to the quest ions that were raised for managers/ operators and othe r 

government office representatives. 

3.8. Method of Data Analysis. 

Before commencing the data analysis the questionna ires were and the data co llected from 

the FODs and interviews were categorized according to their simi larit ies re lated to the object ives 

of the study. The data presentation is done in such a way that the response questions and data are 

grouped according to the respect ive research questions. 

Then ides or responses collected from the instruments that were found relevant and 

important for the objectives of the study were selected to be used for analysis. 

Descriptive stat istics like frequenc ies, percentage, and average and cross tabulation were 

applied to facil itate meaningful analysis and interpretation of research findings . The results of 

processed data were presented in tables. Qua litative data obtained through FOD and interviews 

were ana lyzed in descr iptive and explanatory analyses methods. 
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Regarding the questionnaires the responses from likert scale and a lternat ive questions 

were tally and put within the tables categorica ll y and calculated in frequency and percentages to 

be ready for ana lyses. The frequencies and percentages values of the questionnaire were 

discussed with the proportion of respondents for each variab les along the rated sca le, such as, 

strongl y agree, agree and undecided, disagree and strongly disagree. 

Similarly the same procedure was also app lied for the responses obtained for the open 

ended items. But in the analysis of the open ended questions major common ideas and especia l 

views or opinions were ready for further data analys is. 

Based on the information collected fro m all instruments filtered are triangulated and 

described in description and explanatory manner. Discussion was made depending on the four 

them es of the stud y namely, the contribution of business sector ofMSEs in reducing poverty and 

job creation in the stud y locality, the supports of the Government for the business sector ofMSEs, 

the internal and externa l factors that affect the performance of the business sector ofMSEs and the 

means of boosting MSEs in enhancing poverty reduction in the study area. 

3.9 Ethical consideration of the Researcher 

All the research participants included in thi s study were appropr iately informed about the 

purpose of the research and their w illingness and consent was secured before the commencement 

of distributing questionnaire and conducting interview questions. Although all interview and 

FGD sess ions had tried to make a tape-record, it was impossible due to unwillingness of 

respondents. Regarding the right to privacy of the respondents, the study maintained the 

confidentiality of the woreda document and reports and the information disclosed during the 

interviews and FGD. 
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CHAPTER FOUR: - DATA PRESENTATION, INTERPRETATION AND 

ANALYSIS 

4.1 Introduction 

Under thi s chapter, data co llected th rough di fferent too ls are discussed and anal yzed. The 

pu rpose o f th e analyses are to fu lfi ll the obj ectives of the study in order to examine the contribution 

o f the business sector o f MSEs in a llevi at ing poverty, th e supports of the government to the 

business sector, the internal and external factors that affect the performance of the busin ess sector 

and the mechan isms that enhance the bus iness sector of MS Es in the study area. 

In thi s section, the stud y provides deta ils about the age, mari tal and educati onal status, and 

famil y size of Managers/Operators and also the ir former j obs and income before and a fter gett ing 

into business sector of MS Es activiti es and durati on of stay in the sector are di scussed and 

presented whi ch is re levant fo r the current livelihood of the respondents. 

The chapter a lso examines the business sector of MSEs employment generat ing capacity, types 

of government supports, internal and external problems that hinder MSE deve lopment in the stud y 

woreda. Most of the co llected data are presented in tables and described and analyzed in percentage 

and frequency. 

4.2 General Information about the Respondents 

In thi s section, bas ic profil es of the respondents such as, the age, marita l and educationa l 

status and famil y s ize of the managers/operators of the business owners o f MSEs are discussed. 

Their occupati on or jobs before gettin g into business sector of MSEs acti vit ies and thei r durat ion 

of stay in their current busin ess sector, number of employment created, degree of income befo re 

and after they joi n MSEs have been an alyzed. 4.2 .1 Demographi c Characteri sti cs of Respo ndents. 
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Ta bl e I . Sex, age, mari ta l statu s and fa mil y member of 58 respo ndents 

Major Indicators 

Sex Age Marital Status Fam ily Members 

F M 18- 30- 40- 50 & Marri Single Divor 2 3-5 6-8 9& 
29 39 49 above ed ced/wi above 

dow 

No. 9 49 12 26 II 9 35 17 6 8 24 16 10 

Percent 15.5 84. 20. 44. 18. 15.54 60.34 29.3 1 10.34 13. 41.37 27.58 17.24 
2 48 68 82 96 79 

SOl/rce : (Own Study data, 20 15) 

As it is show n in the above table larger proportion 49 (84 %) of the respondents are male. 

It indicates that most of the business sectors of MS Es are owned/ managed by male in the stud y 

woreda. Fema le owners/ managers account about 9 (1 6 %). Thi s shows that the bus in ess sector 

of MSEs in th e stud y woreda has not created employment opportu nities to women compared with 

that of men. 

As shown in table regard in g the age status of respondents, 12 (20. 7 1 %) were found wi thin 

the age range of 18-29, while 36 (44. 82 %) are found in the age range of 30-39, I I ( 18.96%) wi th 

in age categories 40-49 and 9 ( 15.5 1 %) are in the age group of 50 and above years. From this 

figure one can understand th at the majority of the respondents 49 (84.48%) are found within the 

age range of 20-49 years, so it can be understood that the business sector of MS Es incorporates 

the active and productive age group of the societies in the study woreda. But attent ion should be 

given about the participation of adult and even e lder groups o f the community. 

With respect to mar ital status, as shown above in the tabl e 35(60 .34%) of the respondents 

are marri ed, 17(29.3 16%) are sin gle and 6( I 0.34%) are divorced or w id owed. Though most of the 
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owners/ managers o fMSEs in the study woreda are married, single and unm arried individuals are 

a lso participating in the activit ies. 

A fa mil y size seems an important factor in assessing the level of poverty. Accordingly, in 

the study area, as the data shown in table above, the respondents have different famil y househo ld 

s izes . As indicated in the table above, 8 (13.73 %), have below 2 famil y members, 24 (41.37%) 

have 3-5 fam il y members, 16 (27.58%) having 6-8 and 10 (17.24%) 9 and above fam il y 

members. The data indicate that most of the respond ents have cons iderable number offamil y s ize 

that may be a cha llenge in the process of red uc ing poverty. 

One of the vari ables used to discuss the socio-economic profi le of respondents in thi s study 

is the educationa l level of the respondents. Managers/Operators of the business sector of MSEs 

are found at different education leve ls. According to their response about 4 (6. 89 %) are illiterate. 

6 (10.34 %) have a read ing and writi ng skills . Whereas 8 (13.79 %) comp leted primary schoo l, 

27(46.55 %) at secondary level of education, 3(5. 17 %) of respondents have a certificates, 8( 13.79 

%) have d iploma and 2 (3.44 %) with first degree. 

Generall y 48 (82.75%) of the respondents o f the business owners o f the enterprises 

completed the secondary school education and have not a proper hi gh leve l of education or 

qualificat ion. Therefore, it is clear that the business sector of MS Es is benefiting the less skilled 

groups of soc iety in the study woreda by creat ing job opportuniti es . 
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4.3 The contribution of the business sectors of MSEs in reduces poverty in the woreda. 
4.3.1 Respondents' job and income status before and after joining MSEs. 

The main objective of MSEs is alleviating poverty through creating job opportunit ies for 

the poor or unemployed members of the society. Thus, the role ofM SEs in whi ch poverty reduction 

has to be seen from perspective o f employment creation . 

Table 2. Respondents' job status and income before a nd afte r jo ining MSEs 

Major Indicators 

Job Types Duration in MSEs Income in birr per month In come in birr per month 
before MS Es aftc!· MS Es 

Dai Wer Stude Une 1-3 4-6 7-9 9& < 10 1 - 30 I - 600 < 60 1- 10 20 >40 Iy king nt mplo abo 100 300 600 600 1000 0 1 01 0 1 lab in yed ve - -
orcr enter 

20 40 
prise 

00 00 
s 

No. 6 4 18 30 14 2 1 16 7 19 19 14 6 13 36 6 2 I 

Perce 10. 6.89 3 1.0 5 1.7 24. 36.2 27.5 12 32.7 32.75 24. 1 10. 22.4 62.0 10 3. 1.7 nt 34 
13 8 5 8 24 I 6 .2 44 2 

4 

Source: (Own Study data, 20 15) 

The table shows that, 30 (68 .96 %) were unemp loyed, 18(3 1 %) students, 6 ( 10.34 % %) 

daily laborers, onl y 4(6 .89 %) working in s imi lar business before jo in ing the current occupation. 

Therefore, the business sector of MSEs creates jobs opportunity for th ose who a re either 

unemployed or unable to continue their education. As stated in the literature review the business 

sector of MS Es can bring development through im prov ing the income of the poor and so, it is 

considered to be a means of adjusting in come di stributions within the stud y loca lity. 

Concerning durati on of respondents in the business, as the above table ind icates, 14 

(24 .133%) fro m one to th ree years, 2 1 (36.2 %) from four to six years 16 (27.58 %) from seven to 
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nine years and 7 ( 12 %) stayed more than nine years. Staying for long period o f time in the 

bus iness of MSEs should not assume or beli eve that they are benefiting from the ir business 

act ivi ties. As they stayed w ithin bus iness for long time it can be assumed that they are show in g a 

good progress and gai ning bette r income. 

In o rder to see the contribution ofMSEs in chang ing the inco me of the business owners, it 

is very essentia l to assess the income of the respondents before and after the current business 

activit ies. 

As observed from the table most of the managers and owners of business MSEs before 

join ing MSEs seems the follow ing. 19 (32.75 %) earn in g was be low 100 Birr, 19 earning was 

between I 00-300, 14 (24.13%) w ithin the range of birr 30 I - 600 and 6 (10 .24%) used to earn 

above Birr 600 per month . 

Genera ll y as it was ind icated even though there seems a change in in come of the business 

owners and managers after join ing the business sector comparing to their prev ious statu s they said 

that their income should not be as such encouraging to show significan t changes in the ir life. Most 

of the respondents said that the reasons for the poor performance and income fro m their business 

were rel ated to the bus iness owners/ managers personal problem, lose of initi al capita, lack of raw 

material s, working resources and consumin g the business capita l or us ing the capital as income for 

family expenses. They al so menti oned weak government supports are also external factor that limit 

th eir income. These ideas are complementary to the challenges that menti oned in the literature 

revi ews that most of MS Es are facing in su b-Sahara Africa countries. 

T he above questi on naire responses are supplemented by FGD and interviews sess ions in 

whi ch most of the partici pants reacted that they are not ga ining major income benefit that enable 
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them to transfer to the middle level of enterprises. even to change their bus iness status and to show 

bas ic changes in their livelihood. 

4.3.2 Business MSEs in creating job opportunity 

Table 3. Business sector ill creating job opportunity 

sta tus Nu mber of people employed Nllmber Percent 

without payment For the owner and Fam il y members 38 65.51 
Out of family members With 2 12 20.68 
payment 

3 5 8.62 

4 and above 3 5. 19 

total 58 100 % 

Source: (Own Stud y data, 20 15) 

The above tab le describes that the jobs created by the busi ness sectors ofMSEs is considered 

to be minimal. So it is believed that most or the businesses sectors of MS Es are run by the owners 

/ managers by th emse lves and the ir famil y members. It can be expressed th at most of the business 

MSEs in the stud y woreda are creating jobs for the owners and thei r family members. 

Actually, creating jobs for the owners and the ir fa mil y members is one of the positive 

contributions of the business sector of MSEs, but their potential to create addit iona l jobs for other 

groups of soc iety is an expected results from the sector. But in spite of their years of estab l ishment 

their capacity to create employment opportunity is very low. 

Emp loyment opportun ity of the business sector of MSEs was another discuss ion issue during 

FGD and interviews sess ion. T he major points that the parti cipations stated about their income 

from the business and j ob creation was," let alone to employ add itional person, the income of their 

bus iness is not satisfactory to fulfill thei r basic needs , even some said the business is" k ije wede 

affe;" (from hand to mouth). They also said that, "we are hop in g a better Future s ince we do not 
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have other al ternatives, so we are still in the business". They stated the reasons for low capacity 

of creating emploYl11ent opportunity by say ing, "we don' t have suffi cient market, so our inco me 

and profit is low, and due to shortage of workin g capital we are not worki ng in full capacity. " 

Furtherm ore, they stated that, "we are ab le to work at th is level by collecting money from" Jqub" 

and even from by bringing commodities in credi ts from the whole se llers." 

4.4 Responses to iss ues that con trib ution of business MSEs in improving Liveli hood. 

In this section, questions that examines about the changing economic cond itions o f the 

respondents in relati on to MSEs contribution in reducing poverty are discussed . 

Table 4. The contr ibut ion of b usiness sector in related to t he dai ly life and job 

satisfaction of the b us iness owners/ managers. 

Issues Very high ( High Medium Low 
No&%) (No & %) (No & %) (No & %) 

To what extent your enterprise improved your life? 6 16 19 14 
( 10.34) (27.58) (32.75) (24. 13) 

How do you rate the improvement of your business 2 14 10 26 

enterpri se fro m time to time? ( 3,44) (24. 13) ( 17.24) (44.82) 

What is the level of your sati sfaction in participating 12 26 10 6 

in your business enterprises in bringing a better life? (20.68%) (44.82%) ( 17.24) ( 10.37) 

Source: (Own Stud y data, 20 15) 

The table above shows that only 22 (37 .93 %) individuals responded by sayin g very high 

and high wh ile 33 (56 .89) of the medi um and 17 ( 29.3 1 %) low and very low regarding the ir 

business MS Es enterprise in improv ing their life. 32 (55. 17%) respond that the improvement of 

thei r bus in ess enterpri se activities is low and very low about their satisfaction in their current 

business. 

From the questioners that asks the respondents about their satisfaction wether they want to 

stay in the business or not, 2 1 (36.20%) responden ts respond by saying" yes want to stay in the 

business", wh i Ie 14 (24 .13%) were undeterm ined and 24 (41. .37%) said " no, they don' t want to 
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stay in the business". From the response one can understand the level of sat isfactio n to work in the 

business was very low. They mentioned reasons for their d issatisfacti on in their current bus iness . 

Accordin gly, the major reasons mentioned by those who don' t want to stay in the business are, 

weak income, lack of market or profits, lack of secured working places, lack of proper support 

from governm ent and hi gh house rent. 

In spite of the di ssatisfaction among some respondent, they expressed that the bus iness 

secto r ofMSEs is still the source offu lfi ll ing the ir basic needs and it contributes in promoting the ir 

li fe. 

Some of the interv iewees and participants of FGD the group express thei r opinion on the 

above issues. For instance a woman having a coffee and tea shop duri ng the interview sess ion said 

about her current business that "my business gave me a chance to communicate with people, to 

say I do have a job. Even my ch ildren are happy I am being work ing here, having a job, they are 

ab le to say, my mother has a job." Accord ing to her opinions her business enterprise gave 

psycho logical sati sfaction besides fi nancia l and material benefits. Thi s outlook is a common 

fee ling among the participants of interv iews and FGD. 

4.5 The impact of the business MSEs in transforming the life of the business owners/ 

managers. 

The contributions of the bus iness sector of MS Es in reducing poverty are a lso analyzed 

us in g the li sted indicators in the fo llowi ng table. 
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Table 5. Poverty indicators related to business sec tor 

Basic strongly agree, untlecid e disagree stron gly 
categories agree d disagree 
of poverty 

indicators 
No. % No. % N % N % No. % 

Detail desc riptions o. o. 

Basic needs Better food or improvement in 23 39.5 12 20.68 10 17.24 8 13.79 5 8.62 
nutrition. 

Good Health care. 15 25.86 10 17.24 8 13.79 14 24.13 II 18.96 

Improvement of personal 12 20.68 13 22.41 6 10.34 15 25 .86 12 20.68 
sanitation and clothing. 

Better living places/ housing. II 18.96 9 15.5 1 10 17.24 16 27.58 12 20 .68 

Materia l Owning better house 12 20 .68 16 27.58 10 17.24 13 22 .41 7 

benefits equipments 

Better access to water and 2 1 36.2 I I 18.96 3 5. 17 14 24. 13 9 15.5 1 

e lectrici ty supply 

Better daily income. II 18.96 19 32.75 10 17.24 12 20.68 6 10.34 

Better caring of children and 12 20.68 13 22.4 1 - - 15 25 .86 18 3 1 

other fa mily members 

I-lav ing fixed assets (house, 5 8.62 8 13.79 - - 27 46.55 18 31 

machinery .. .) 

Attitudin al Hi gh level of part icipati on in 32 55.1 7 18 3 1 8 13.79 - - - -
C han ges decision making on family 

issues, such as on the 

utilization of income. 

Better entrepreneurshi p 26 44.82 25 43.1 7 12 - - - -

outlook. 

Developing Strong business 18 3 1 23 39.65 6 10.34 II 18.96 - -
mentality. 

A fe eling of independence. 19 32.75 22 37.93 4 6.89 13 22.4 1 - -

Source: (Own Study data, 2015) 
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From the above description, bus iness owners after join ing the businesses sector of MSEs, 

their life style has changed such as, food or nutrition intake are showing better improvement, 

wh ich is fo llowed by better hea lth care. Meanwhi le improvement related to persona l sanitation, 

c lothing and li ving places/ housi ng is not yet showing mu ch improvement. Thi s idea may be 

expla ined that the owners and managers of the bus iness sector of MS Es are more foc used in 

improving their nutriti on more than other basic needs. This may be interpreted in the fo rm of th at 

their income from the bus iness is not yet suffic ient to show major life improvement in every areas 

of the basic needs. 

From the second poverty measurement category indicators, the respondents responded that 

they do have better access to water and e lectric ity supply, the ir da il y income is increas ing; enable 

to have better house equ ipments after being partic ipat ing in the ir current bus in ess. Regarding, 

about the changes in caring children, other fami ly members and on hav ing fixed assets (house, 

machinery .. ) the improvement is very less. Generall y the bus iness sector of MS Es has a 

s ignifi cance role in changin g the life statuses of those participate at a certain degree. But still it 

should be grow strengthen to the extent of showing fu ndamental and susta inable changes in life of 

the bus iness owners in the long run . 

In the third category the ind icators re lated to atti tudina l changes indicators, one can 

understand that the business sector owners/ managers express improvements in outlook and 

attitude more than any of the above poverty indicators listed. Th is is important changes that enab le 

the bus iness owners/ managers to understand we ll the way to move out fro m poverty. Thus, they 

develop a behavior o f facing cha ll enges and finding solutions to prob lems which are other 

contri buting elements of allev iating poverty. 
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Generally from the above table and description of the data, we can understand that the 

bus iness sector of the wo/'eda is contributing in reducin g poverty. Because, especially from the 

first category th at covers the basic needs wh ich is the major indicators of poverty the responses of 

respondents clearly indicate that the ways of life of those in volved in the business sector ofMS Es 

is showing improvements. 

The contribution of business sectors ofMSEs in reducing poverty was the major di scussion 

idea during the interviews and FGD data co llection phases. Even though, there were differences 

and arguments during FGD among the parti cipants on the issue most of them accepted 

contributions of the ir business sector in improv ing their live li hood. Some of them said that, "we 

have to bless God , we have to look the past wh ich most of us are job less . Today at least we do 

have our own work, co llect our income and enable to provide food and ed ucational materials fo r 

our children." A young book store owner said at the interv iew described" I am see ing changes in 

may life and my fam ily members, such as getting better nutrition , increase in daily income, growth 

in confidence and capacity of interaction with others, able to fulfi ll my ch ildren needs better than 

before." 

On the same issue the government officia ls and experts advocate that in spite of the 

problems they are observ ing improvement in the life of those who parti cipate in MSEs including 

the business sector. According to the wo/'eda MSEs team leader " Ever s ince, I join the office of 

MSEs three years before, there are a lot of improvement in the life of owners/ operatorsMSEs in 

general. There are MS Es business owners transformed to the middle enterpr ise level and became 

who le sale bus iness owners". During the interv iew most of the offices work ing at MS Es offices 

an expert at \\Ioreda level stated that," we are observi ng changes not only in their dai ly life but 

also , we are seeing improvements in att itude, ways of comm un icat ion and confidence of th e 
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part icipants from tim e to time" , An offi cer at FeMS EA sa id that " I am observing encou raging 

changes related to the decline of dependency attitude on government among the MSEs part ici pants 

in general. " 
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4.6 Government support of MSEs. 

Th is section tries to analyze data gathered fro m vari Ous groups about the support of 

government to business sector o f MSEs in the study locality. 

Table 6. Types of s upport the gove rnment provid e to bu siness MSEs 

Types of support number Percentage % 

Cred it / financ ia l 5 8.62 

Counseling 19 36.2 

training 12 20.68 

Working places 14 24.13 

Working equipments 2 3.44 

Market 12 20.68 

none 23 39.65 

Source: (Own Stud y data, 2015) 

From the above table one can understand that governm ent is prov iding some sort of 

support for business sector of MSEs. Regardin g the types of support counse l ing, which is 19 ( 36.2 

%), fo ll owed by worki ng p laces 14 ( 24.13 %) while, 23 ( 39.65 %) respondents sa id that 

government is not providing any support. 

Table 7. Th e degree of the support by the government 

Level number Percentage % 

Very high 4 6.89 

high 8 13.79 

undetermined II 18.96 

low 13 22.41 

Very low 22 37.95 

total 58 100 
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Source: (Own St udy data, 20 15) 

According to the above tables the response regardin g government support is 35 ( 60.34 %) 

low and very low where as 12 ( 20.68 %) responds that government support is high and above hi gh 

and II ( 18.96 %) of them are undetermined . 

Regarding government support most of the parti c ipants ofFGDs and an in terviewee said ," 

we are not well supported by government bodies, no support regarding the prov ision of work ing 

places, credits; taxes as it was advocated. Government representatives so metimes ca ll us for 

meetings, usually on nati onal and other political party issues. Sometim es ex perts and indi viduals 

visit our working place, they asked us vari ous things about our business, including the problems 

we are facing and they fill or write our reposes on the form but still there are no fundamental 

support from government s ide. " during FG Ds one of the partic ipants stated that " let a lone 

prov idin g financial and technical ( facilitating credit and trainin g support) the normal servi ces 

provided to them for instance in the process of tax payment, renewa l of their business license is 

highly complex and time taking." 

In the contrary the government offi cials and experts who are working at vari ous levels of 

MSEs offices ex plained that government is providing every poss ible support for MSEs such as 

prov iding working places, faci litat ing market and market linkages, cred its, provid ing skill based 

training . However, they agree that the support system is facing var ious challenges such as shortage 

of resources, wh ich the government is unable to prov ide support since the numbers of MSEs are 

increas in g from time to time. MSEs owners/ operators dependency attitudes on government is 

another problem and high turnover of experts wo rking at MSEs offi ces are additional problems 

that hind er the government to prov ide effect ive support to MSEs inc luding the business secto r. 
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4.7 Response to the internal and external problems of the business sector of MSEs. 

In order to increase the contribution of MS Es in poverty reducti on it is important to 

understand the basic problems that affect its development. So the table be low shows the 

respondents response to the commonl y identified prob lems of MSEs. The table descri bes how the 

business sectors of MSEs in the stud y woreda are affected by the indicators which are categories 

under governance and government support, workin g places, facilities and infrastructure, 

availabi li ty of market, fin ancial, management skill and technology. 

Table 8. Response on the basic problems and their indicators 

Basic Detail descriptions strongly agree, undec ide disagree strongly 
issues agree d disagree 

No. % No. % N % N % No. % 
o. o. 

Governa High and unfair tax levied. 17 29.3 18 3 1 16 27.5 7 12 - -
nee and 8 
govern 
ment Bureaucracy in husiness - - 2 3.44 21 36.2 35 60.34 

support registration and licensing 
Lack of awareness and 23 39.65 22 37.93 10 17.2 3 5. 17 - -
information on government 4 
policy and regulations 
corrupti on within the 29 50 12 20.68 7 12 8 13.79 2 3.44 
government services 
weak follow up and support of 20 34.48 18 3 1 11 18.9 9 15.51 - -
government 6 

Absence of secured working 38 65.5 1 I I 18.96 9 15.5 - - - -

place. I 
Workin 
g places Inconvenient in working place. 2 1 36.2 25 43.1 10 17.2 2 3.44 - -

4 

High house rent. 19 32.75 17 29.3 - - IS 25.86 7 12 

Ava il abi Inadequate market. 28 48.27 14 24.13 6 10.3 10 17.24 - -
li ly of 4 
market 

Difficul t to searching new 11 18.96 27 46.55 10 17.2 10 17.24 - -
market. 4 
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Dominat ion by big business. 14 24.13 13 22.41 8 13.7 16 27.58 7 12 
9 

Poor customer re lationship and 6 10.34 7 12 7 12 2 1 36.2 17 29.3 
handling 

Poor promotion of business. 8 13.79 II 18.96 8 13.7 22 37.93 9 15.51 
9 

weak forecasting new market 9 15.51 16 27.58 7 12 14 24.13 12 20.68 

Financia Inadequacy of credit 34 58.62 15 25.86 9 15.5 - - - -

I institutions. I 

Lack of cash management skills. 12 20.68 14 24.13 - - 22 37.93 10 17.44 

Shortage of working capital. 32 55. 17 21 36.2 5 8.62 - - - -

Hi gh coll ateral requi rement 22 37.93 23 39.65 13 22.4 - - - -
from lending instituti ons. I 

High interest rate requested by 33 56.89 25 43.1 - - - - - -
lending inst itution. 

Busines Lack of pers istence and courage - - 12 20.68 2 3.44 II 18.96 33 56.89 
s to take responsibility. 
Manage 
ment Lack of Entrepreneurial skill 7 12 7 12 6 10.3 26 44.82 12 20.68 

skill 4 

Lack of tolerance to work hard. 7 12 12 20.68 2 3.44 16 27.58 21 36.2 

Lack o f motivation and drive of 5 8.62 10 17.24 9 15.5 22 37.93 12 20.68 
employees I 

Poor selections of business 7 12 9 15.51 6 10.3 21 36.2 15 25.86 
partners 4 

Technol Lack of appropriate working 19 32.75 18 3 1 7 12 10 17.24 4 6.89 
ogy equipment. 
utilizati 
on Lack of skills to handle new 8 13.79 7 12 4 6.89 21 36.2 18 31 

technology. 

Facil iti~ Power interruption 23 39.65 26 44.82 - - 4 6.89 5 8.62 
s and 
in frastru Insufficiency of water supply 14 24.13 13 22.41 8 13.7 19 32.75 4 6.89 

cture 
Lack of sufficient transportation 9 15.5 1 14 24.13 12 20.6 13 22.41 10 17.24 

Source: (Own Study data, 2015) 
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From the first problems under governance and government support category, 45 (77.58%) 

of the respondents sa id that there is lack o f awareness and information on gove rnment poli cy and 

regulations, 38 (65 .5 1 %) of the respondents respond that poo r fo llow up and support o f 

government, 35 (60.34 %) high and un fa ir tax levied, 3 1 ( 53.44 % ) corruption symptoms in 

which of the respondents reacted by saying strongl y agree and agree on the issues. 

These issues are very criti cal and important element that affects the prog ress of any MSEs 

activities. So they are considered to be that most serious problem that affects the business sector 

of MS Es in the study woreda. More than any of the above issues corrupti on issues effect the 

government serv ices and support provided to MSEs thereby cause a multi dim ensional negat ive 

effects on the progress and contribution of bus iness sector ofMSEs in reducing poverty. 

Regarding the responses of the respondents on the issues listed under working places, 

respondents respond seemed that, 49 (84 .48% ) absence of secured work ing places, 46 ( 79.3%) 

inconvenient of work ing place and 36 (62 .%) high house rent by saying strongly agree and agree 

that affects the ir busi ness activ ities. 

Response to the indicators about the availabi lity of market, Based on the above descri ption, 

respondents respond by say ing strongly agree and agree about inadequacy of market 42 (72. 1 %) 

fo llowed by difficu lt to searching new market accounts to 38 (65 .5 1 %). A prob lem of being 

dominated by big enterprises is not yet considered as the ir bas ic problems in th e study loca lity. 

Th is indicates that such efforts should be d irected to tack le the market related prob lems in the 

study woreda. Th is idea should be related to the fact that these challenges might be a factor that 

hampered the progress and effecti veness of the business sector of MSEs in red uci ng poverty and 

creating j ob opportu nities for others. 
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From the above data regarding fin ancia l issues, most respond ents reacted that fin ancial 

problems are a ffecti ng th ei r business. That is 53 (9 1.37 %) responded by saying strongly agree and 

agree on shortage of working cap ita l. T his impli es that major problem described in the literature 

revi ews about MSEs are fi nancia l related issues are a lso a challenge fo r a lmost a ll bus iness sector 

of MSEs in the study woreda that hinder to show significan ce impact in reduc in g poverty. 

Regarding to the iss ues o f business management skill respondents do not accept the ir 

man agement skill gaps. But as described in the personal pro fil e most of them lack bas ic ski ll and 

are in low education leve l and they also indicate the need of capacity building training in the fi e ld 

of business. 

T he responses to the deta il indicators regardin g, technology utili zati on seems that since 

most of the business sector MSEs operators / owners are not in need of modern o r advanced 

technology to run the ir business, they responded that still they don ' t have proper workin g 

equipments to thei r business properly. The problem might be related to lack of motivat ion and 

innovati on among the business owners/operato rs of the business sector o f MSEs. 

Respondents' responses towards facilities and infrastructure these days power interru pt ion 

appears to be a major nati onal problem. So According to th e data above most of the respondents 

49 ( 84.48 %) responds that power interruption is another facto r that affects their busi ness. 

Genera lly from the above discussion governance, workin g places, market and fin anci al 

issues are major constrai nts to run the business sectors of MS Es in th e study woreda. These 

problems are comm on threat to MS Es projects in all devel oping countries, as descri bed in the 

literature rev iew. On the other hand, from the above basic cha ll enges, technology factors have 

little effects on the progress and development of the bus in ess secto r of MSEs in the study loca lity. 
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This may indicated that for the time being by their current statu s, most of the business sectors of 

MSEs in the stud y woreda are at low level of development. 

During the interview and FGD the participants described the major problems, that hinder 

their business grow and reduce its impact in alleviating poverty was well di scussed. Related to the 

business sector of the woreda, the interviewees and the FGD participants describe various 

problems on their business were arose both from the owners themselves and from government s ide 

also . Accordingly, most of them described that "we lack working security due to the current urban 

renewal projects which affects our business existence and security." During an interview a retailer 

and vegetable and fruits shop owner sa id that" we are not fairl y treated by the woreda and kijle 

kelema MSEs offices, for instance, some new business owners are provided working places but 

we are not allow to have even we are the sen ior business owners." 

During the FGD some of the participants expressed that some of the problems were arose 

from the business owners/ managers themselves. The main issues they described by saying " we 

lack commitment, experience, knowledge to run business, and poor utilization of business income 

are our major problems." 

The respo nse of government offi cial and experts regarding problems of the bus iness sectors 

ofMSEs revea led that some of the problems orig inated from the beginning of the implementation 

of MSEs strategy in the 1990s. At that time for the purpose of encouragin g and promoting MSEs 

strategy, various incentives were promised, such as providing working or market places free ly, 

facilitating loan or business initial capital were the major examples. These initial positive 

motivational measures created thinking that government should always support MSEs activities. 

This attitude sti ll rema ins in the minds of most ofMSEs owners/operators. 
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Government representati ves working at various levels indicated that most ofMSEs owners/ 

managers lack entrepreneu rsh ip and business management sk ill. They also indicated that some of 

the business owners are working in illegal manner. For example, some of the business owners pass 

over th ei r working places provided by government to other individua l or they may run another 

bus iness which they are not allowed/ li censed. Some business owners al so expanded and occupied 

add itional government land / space beyond the a ll owed to uses . One of the officer from kirkos 

kifle kelema MSEs office said " when we try to take corrective measure based on the supervision 

reports of MSEs official s and experts, business owners began complain ing, accusing and blaming 

us in various ways, even some of them want to bribe or corrupt us and the experts at the time of 

supervision. " 

The lVoreda MSEs o fficers and expert mentioned that some of the problems also arose frol11 

government itself. For instance, frequent admin istrative structura l arrangements, low salary and 

high workload cause hi gh turnout of employees at MSEs offices. These factors were hindrance to 

conduct properly fo llow up and to provide the necessary technical support to the business owners 

in the study lVoreda. 

4.8 Mechanisms of boosting MSEs. 

Respondents expressed the ir views about the role of various groups 111 the process of the 

development of MS Es in the following table. 
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Tab le 9. Responses about the mechanisms in boosting MSEs 

No. Organs strongly agree agree undecided di sagree strongly 
disagree 

No. % No. % No %. N % No. % 
0 

I Government offices at various 24 41.37 26 44.82 - 8 13.79 - -
levels. 

2 MSEs owners/ operators 30 SI.72 28 48.27 - - - - - -

3 Society 12 20.68 13 22.41 - - 16 27.S8 17 29.3 

4 Financial institutions 16 27.S8 18 31.0 9 IS.S 12 20.68 3 S.17 

S NOOs 6 10.34 S 8.62 20 34.48 2 1 36.2 6 10.34 

Source: (Own Study data, 2015) 

As shown in the table , from the response above, it is clear that governm ent 58 ( 100%) and 

MSEs owners/ operators 50 ( 86.2%) respond by saying strongly agree and agree, so that these 

organs are considered as the main actors in advanc ing MS Es strategy in reducin g poverty. The 

other organs that have contribution arc financia l institutions that cou ld playa role re lated to 

providing and faci li tating credit schemes. 

Regarding the kinds of support to be provided by the above organs, most of the 

respondents stated that government should provide working place, access to the market, facilitating 

credit, reducin g tax and fair treatment. Meanwhi le, MSEs owners/ operators shou ld develop good 

work habi ts and work in co ll aboration with govern ment bodies, deve loping business culture such 

as taking ri sk in conducti ng business were the main ideas mentioned. Concerning the role of the 

society they menti oned that the perception of considering MSEs as an agent of the ruling party 

should be improved. 

The interviewees and FGD participants said that, " we have a contact with the 

government bodies at the woreda and sub-city level, so we believe and know that the government 
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offi cials and experts' workin g at the offi ce ofMSEs have a great responsibiliti es in providing and 

fac ili tating support for us." They a lso descri bed the types o f support by say in g that " we are ask in g 

governm ent to fac ilitate stable working spaces, pl aces, cred it at low rate, tax re lief or exem ption 

for short peri od, remedi es, " Duri ng the interview an indi vid ua l reta il ers sa id that " we the business 

owners our selves a lso have a responsibility to expand and grow our business, some of us have 

behaviora l prob lems. Some of us are not hard working, we are not wo rking properl y, we are not 

str ive to make our business grow, some of us always compla in on government. " 

During the FGD the part icipants described the society has an im portant role but they said 

that "the society/ commun ity do not have a pos iti ve att itude towards MSEs in general." One of the 

retailers owners said that" Some of the society inc luding my ne ighbors are assum ing me as being 

a spy / in formants or labeling me as a agent for the governm ent or the ruling party by being 

partici pating in the MSEs business" They all a lmost sa id "we expect and fea r that thi s outlooks 

may have a negat ive impact on our busi ness." 

Government offi cials and experts' respond that government has th e power and 

responsibi lity to gu ide and shape every po lic ies and rules necessary in boosting MSEs activ it ies. 

It should design the necessary means and system in boosting MSEs. As the public relation head 

of Addi s Ababa c ity ad ministration MSEDA " I believe government has a certai n share to help 

the MSEs to grow but it is not poss ible to provide every support as some MSEs owners expect. I 

know that we are fac ilitating train in g in various fi elds for MSEs, fo rmulating and imp lement ing 

regulations and guide lines, providing coun se ling services, fac ilitating market lin kages and makin g 

c lose ly fo llows up and monitoring to so lve their problems." 

He sa id that "we are here to provide techn ica l ass istance and to be a br idge between 

government and MSEs owners, so I beli eve that the bus in ess MSEs owners themse lves shou ld 
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have stron g moral comm itment and develop a culture of hard wo rk and the capacity of resolving 

cha llenges by themselves, dependency attitudes, the att itudes of gett in g every support from 

government should be changed. They should respect rules, regulat ions and keep their lega l 

comm itments s igned with MSEs government offices." 
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CHAPTER FIVE: - DISCUSSIONS OF THE MAJOR FINDINGS 

5.1 Summary of Findings 

The role o f micro and sma ll enterpri ses in employment creation and inco me generation is 

increasingly recognized and has become a major po licy direction by governm ent po li cy makers 

and NGOs with objecti ves of enhancing growth and a llev iating poverty in deve lop in g countri es 

(M ini lek & Chi nnan , 2012, p.2 1 ). Therefore, governments and international agencies gave great 

attenti on and support for the expansion of MSEs and tried to address the problems of MSEs 

(Gebrehi wot & Wo lday.2006, p. II ). 

From 1990s the Ethiopian government implementing MSEs pol icy and strategy as one of 

the development strategy to allev iate poverty and creating jobs opportun ities especially in urban 

areas (MoTI, 1997, pp . 8-27). 

There are various academic researches and surveys conducted in the areas of MSEs at 

internationa l and national level that describe the s ignificance, th e types, problems and the ways of 

addressi ng problems that the MS Es are faci ng. 

As it was mentioned in the previous chapters the major themes of the stud y is to assess the 

contribution of the bus in ess sector of MSE's in poverty reduction and in creatin g emp loyment 

opportunities and the prob lems the bus iness enterprise face in kirkos sub ci ty in Woreda 7. 

The find ings revea led that most of the respondents of the business sector owners ofMSEs, 

38 (65. 5 1 %) whi ch found w ithin the age range of 18-39, out of these 30 ( 53.44%) were 

unemployed whi le 18(31 %) were students who did not have proper jobs before jo ining the business 

sector of MSEs. Based on th is find ings the stud y revealed that the business sector of MSEs have 

some co ntribution in chang in g the li fe standard marri ed, divo rced, widowed , s ingle, ed ucated , and 

uneducated youth and ad ult who j oined the business sector o f MS Es. 
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So from the above description it is to be sa id that the business sector of MSEs create 

employment opportunity fo r the most productive and unemployed groups of the society. And yet 

the participation of women in the business sector ofMSEs is low comparin g with that of men . 

The study also tri ed to assess the improvement and changes that the sector brings in the life s those 

pal1icipate in the business in the study lVoredo. According to the findings 48 (82.75 %) sa id that there is an 

increase in their daily income which results to an improvement in the qua lity of li fe. It can be taken that the 

business sector makes some contri butions in fulfi ll the basic needs and improving the awareness and atti tude 

of the business owners about government policies and business. During interviews and FGDs the majority 

asserted that participating in MSEs gave various advantages in changing their economic cond itions, fo r 

example, their income increase, this in return he lp to spend more to ful fill their basic needs such as, food , 

health, schooling for their ch il dren, which were difficult to get before involved in their business sector. 

Thus, findings shows that the business sector of MSEs increase the income of the poor and contribute to 

alleviating the leve l of poverty in the communi ty. 

The findings also revealed that the business seclors of MSEs in the study local ity are 

facing with many problems that limit their progress and contributions in reduc ing poverty. 

Accord ingly thee major constra ints or prob lems examines and explains by the findings of the study 

are interna l, from the business owners themselves and external eminent from the externa l 

environment. The major identified problems in the business sector are shortage orcapital , lack of 

credit facilities, inadequate training, and lack of, market, lack of proper working places, lack of 

motivation, experience and working culture, inadequate support from Government. For effective 

functioning of the bus iness sector of MS Es and in achieving the intended objectives of creation or 

jobs and alleviating poverty, efforts shou ld be made to reduce the above mentioned problems 

wh ich are occurred either at the beginning of the business or during operational leve l. I f such major 
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problems are so lved, business sector of MSEs ability to absorb large labor force and its 

contribution in allev iate poverty wou ld increase. 

According to the MSEs nati onal strategy, Micro and Small Enterpri ses within their 

estab lishment of three to five years, they are ex pected to promote to the middle leve l o f enterpri se 

due to the increase of their profit and economic power. But as it was described in the 

questionna ires 44 (75.86%) individua ls stayed in the MS Es business sectors for more than 4 years. 

So it ind icates that the busi ness sectors of the MSEs are not ab le to grow and promote to the next 

level. So their contributions in creating additiona l j ob employments were very low. As it was stated 

in the find ings most of the bus iness sectors 50 (86.20%) are unable to create job fo r more than two 

person. 

Respondents were a lso suggesting possib le so lutions to cope up with the identified 

problems in the sector. Acco rdin gly, they suggested that government has the power to enhance the 

potential of the business sector in the study woreda. Government should facilitate easy access for 

cap ital with appropriate interest rates, market spaces or places at normal rent. Genera ll y, creating 

conducive environment for the business sector of MSEs is significance for the soc io-economi c 

deve lopment of the co untry and for the benefit of the partici pants in the sector as we ll . In thi s way, 

MSEs can playa major role in improving the socio-economic status of the less skilled and poor 

section of the o f the society by creating employment opportunity whi ch enable them to generate 

the ir own income that leads to better access to nutrition, hea lth , housing and ed ucat ion. 

The findings indicate about the ro le played by various organs, governm ent and vario us 

stake ho lders are very im portant to improve the effic iency of the business sector o fMS Es. These 

organs could provide the necessary support to the business sectors of MS Es wh ich the ir 

productivity or pro fitab ili ty are constrained by number prob lems. 
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The study not only identified problems to that hinder the progress of business MSEs in the 

study loca lity, it a lso exp lored so lut ions in whi ch government should act. The most frequ ent 

suggesti ons are providing working places, fac ilitating markets and credi ts . Bes ides, th e business 

owners and other stake ho lders has th eir own share to accompl ish in order to boost the ro le of 

bus iness sector of MSEs in red uc ing poverty and creating jobs fo r th e community of the study 

woreda. 
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CHAPTER SIX: - CONCLUSIONS AND IMPLICA nON TO SOCIAL 

WORK 

6.1 Conclusions 

It has already been observed from the discuss ions that the role played by MSEs in reduci ng 

poverty has long ga in recognitions both in the deve loped and deve loping countries (Vandenberg, 

2006, p. 24) . Parti cularly MSEs contribution toward s both employment creati ons and income 

generations for the large poor sections of less sk illed and semi-sk ill ed labor fo rce in develop ing 

countries has stimulated s igni fica nt interest among po licy makers and practi ti oners a like (Zeleke 

Worku,2009, pp.I-9) . As a result, various supportive pol ic ies and strategies along with 

multifaceted intervention schemes have been designed. 

The study tried to investi gate the roles played by busi ness sector of MSEs in improving the 

life of those who were less skill ed, in need of job and w ith low leve l of income. T he sector helps 

to show some improvement in the income of th e parti cipants' comparin g with their prev ious soc io­

economic status. It is possib le to deduce that when the incomes of indi vid uals are growing there 

would be an improvement in nutriti on, clothing, housing fac ili t ies, med icati on and schoo ling. 

Even though the ir part icipation is low, it has given a chance for women to partic ipate in MSEs 

acti vities. So women are a lso considered as the benefi ciaries from the employment opportunities 

and it enable to empower women to acti vely participate in the utilization of fami ly reso urces and 

in deci sion making. 

The changes that are observed on the bus iness owners/ operators are not onl y limited to 

financ ial and material benefits but also it has an impact on the changes of att itude and outlooks of 

these parti cipate in the sector, which would have a long las ting pos itive contributi on in reducin g 

poverty. 
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Although the business sectors of MSEs in th e stud y locality is contribute in red uci ng 

poverty, the sector faces a multi-dimensional problems both at start up and operational levels. 

According to the study the prob lems of the business sector of MSEs in the study lVoreda are 

internal and externa l 

The most identified prob lem is shortage of financial such as lack of start up and working 

capital, lack of c redit, market re lated prob lems, house rent, and inadequate support and fo llow up 

by government officia ls are the major identi fied challenges fo r those who part icipate in the sector. 

The ro le of the business sector ofMSEs in reducing poverty is expressed in the creation of 

job opportuni ties in the sector. But the business sector is not ab le to create employment opportunity 

beyond the business owners/ managers themselves and their family members. So the sector only 

remains an area of job center for the business owners and their fam il y members. The sector 

capacity to create jobs should grow in order to enhance its contri bution in reduct ion of poverty in 

the study locality. 

According to the response of the respondents, some of the problems observed in the 

busi ness sector ofMSEs are originated from th e business owner/ managers th emse lves. They said 

that most of the bus iness owner/managers usuall y seek government ass istance, such as work ing 

places, to be free from tax and unable to respect their agreements with government bodies. These 

dependency att itudes on government support negative ly affect the progress of the sectors and its 

contribution towards poverty reduction as it was expected. 

In order to overcome the constraints observed in the sector the lVoreda administration and 

hi gher levels of government offices and the busi ness owners them se lves are the major actors that 

co uld find solut ions in order to enhance its capacity for growth. 
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In general , in spite of the various problems encounters, the business sector of MSEs is 

contributing in improving the li fe s of these partic ipants at a certain degree. Most of the 

owners/managers of the business owners described that their current change and improvement on 

their li fe' s should be seen in comparison with their previous soc io-economic status before jo ining 

in business sector of MS Es. Thus, all stake hold ers should give attention and play their own ro le 

in advancing the role of the business sector of MS Es in a lleviat ing poverty in the study lVoreda. 

Accordi ngly, a substantial number of th e business sector of MSEs involved in th e study 

areas are not yet effective to meet the overall objective ofthe MSEs strategy o f allev iating poverty 

and job creation opportunities. 

6.2 Implication to social work 

MSEs Sector is generally believed an important development issue in our country, by 

providing wide range of opportun ity for the poor and less skilled groups of the society to move 

out of poverty and to be self su ffici ent economically ( Yared Amare, 2010 p. 28). In these regard s 

MSEs is considered an important area in wh ich the field of socia l work cou ld actively operate and 

make a s ignificant contribution in the process of a lleviating poverty in the society. 

Therefore, MS Es strategy is an area of intervention for social workers to effecti ve ly 

practic in g their know ledge and sk ill that can make great professional contri buti ons in the process 

of reducing poverty in the community in genera l and in the study loca lity in part icular. 

Thus, the study has so many implications to the fi eld of social work which are described in the 

followin g perspectives. 
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1. Policy:-

• Advocacy for the formulation of credit schemes, polic ies and rules both at the start up level 

and durin g operat ions, Therefore, finding so lut ions related fina ncial issues are an area of 

intervention fo r Soc ia l Work conducting advocacy or lobby government and nongovernmental 

bodies to formu late pol icy related to access to cred it. 

• The number of women partic ipants in the business sector ofM SEs fo und at low compared with 

men, So there is a profess ional adv ice and lobbying fo r government officia ls and needs an 

affirmative po li cy or rules to makes an effort to increase the partic ipation of women in the 

sector. 

• Advocate for the des igning of rules and di rections to show a d irection for those affected by 

urban renewal whi ch is conduct ing in the woreda, Accordin g to the new Add is Ababa c ity 

master plan, most of the central parts o f the woreda is to be a financial center, whi ch creates 

fear and lack of security on the bus iness owners ofMSEs, 

• Advocate for the formu lation of transparent rules about the a ll ocation of working place and 

working s ite perm iss ion for bus iness ownersl operators at low price, 

2. Practiccs:-

• Prov iding adv isory services and playing a med iator ro le in order to smooth commun icat ion 

between the bus in ess owners of MSEs and government offic ia ls and experts worki ng at 

vari ous MS Es administration levels, Because, as it was mentioned in the findings that the 

business owners complai n about lack of proper support from the respected govern ment 

offices, On the other hand, government official s and experts blame some of the bus iness 

owners for various miss conducts and illegal act. So the area needs soc ial work practi ca l 
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interventions that enable to create favorable communication between business enterpri ses and 

government offices. 

• Exercisi ng a mediator and moderator ro le between governm ent bodies, financia l institutions 

and business owners of MS Es, regardin g faci litating services such as cred it and capacity 

building trainings. 

• Needs professional s coul1seling service ta the owners of the business owners and government 

o fficial s and· experts a like, 

• Needs a referra l services by being a bridge between business owners and services providing 

institutions 

3, Ed ucatioll;-

• Strength Based Approach Perspective could be exercised in the form of educati on or training 

for the busi ness owners and the community of the study local ity. T hese perspectives focus on 

the client' s dignity, ri ghts, uniqueness, commonali ties, abi li ties, capacity to learn, grow and 

change. It is an empowering strategy that the clients can understand hav ing the strengths, 

resources, capacities and abilities. There are a lot of rooms through medi a, face to face 

discussion forums and workshops and trainings to educate and empowering the bus iness 

owners about various issues rel ated to their business activities. 

• Promoti ng awareness and trainin g programs re lated to MSEs po li cy and strategy, rights and 

ob ligations of business owners ofMS Es participants, about business and entrepreneurial. 

• Providing trainin gs for the government offici a ls and experts working at MSEs level, about 

counse ling, (about supervi sions, communication, etc.) 
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4. Research:-

• Conductin g survey and study about the real co ntributions of the bus iness sector of MSEs in 

reduc ing poverty among the poor secti on of the community and on the problems observed in 

the sector. 

• Advising governm ent organs at vari ous levels, to co ll ect feed backs or to make a stud y about 

the implementa tion of and the draw backs o f the ex isting rul es and regulations on MSEs 

strategy in general or on business sector in parti cul ar. 

• Making a survey about government resources di stributi ons and utilization by bus in ess owners 

by MSEs, for instance, whether th e ri ght owners are working in the worki ng pa lace or 

transferred to the third party. 

Finally, the research want to show the contribution of MSEs in reduc ing poverty related 

to the life of those partic ipated in the business enterpri se secto r. But the overall poverty reduction 

cannot be achi eved in the study area onl y by looking business sector of MSEs in the study locali ty. 

Hence, integrated development programs have to be developed and furth er research should be 

conducted on di fferent areas which directly or indirectl y have a contribut ion on poverty a llev iat ion. 
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Annex 

Annex 1. Questionnaire 

Addis Ababa University School of Social Work Masters Program 

Introduction 

Dear respondent, 

I am a graduate student in the School of Social Work, in Addis Ababa University. Currently, I 

am working a graduating research thesis entit led 'The Contribution of Micro and Small 

Enterprises in Poverty Reduction, the case of the Business Sector of MSEs of wor{/a 7, 

Kiroks Sub City". You are one of the respondents selected to provide information and ideas for 

the study through this questionnaire. I confirm you that the information that you provide to me 

will be kept confidential and only used for the purpose of this study. 

Thank yo u in advance for your kind cooperation and dedicating your time. 

Instructions 

• No need of writing your name 

• For multiple choice questions and likert sca le statements indicate your answers with a 

check mark (,J) in the appropriate block. 

Section 1 : General Socia-Demographic Information 

I. Sex:- female 

2. Marital statu s 

C=:J male 

married C=:J s ingle 

3. Age:-

A.20 -29 c=J B. 30 - 35 

C.40-49 c=J D. 50 and above 

4. How many fami ly members you have? 

A.2 c=J 
C. 6-8 c=J 

B. 3-5 

D. 8 and above 

5. Where is your birth place? ----------------------------

6. What is yo ur ethnicity? ----------------------------

c=Jc. Other divorce/ separate 
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7. Educationa l status 

A. Not read and write B. read and write only 

C. Elementary D. Secondary 

E. Certificate F. Diploma 

H. First degree and above. 

8. Where is the location of your enterpri se? ----------------------------

9. What is the main activ ity of your business enterprise? ------------------------

10 . What is your position or duties in the enterprise? ------------------------

II . How many persons are owner of the enterprise yo u participate? --------------------------

12. For how many years you are working/ operating in the present enterprise? 

A. 1-3 years c=J B. 4-6 years c=J C. 5-8 years c=J 

D. Above 9 yearsc=J 

Section 2: Questions related to the contribution of Micro and Small 

Enterprises regarding poverty reduction. 

I. What was you r previous work or job, just before starting you r present enterprise? 

A. Daily laborers D B. unemployed D C. Student D. employed 

E. Other ----------------------------

2. What was your daily income just before starting your current enterpri ses business? 

A.IOO birr D B. 101-300 birr D 

D 

C. 301-600 birr D D. above 600 D E. I don' t have any D 

3. For how many people your enterprise creates j ob opportunity? 

A. I B. 2 C. 3 D. 4 and above. 

4. What about your dail y income after you r participation in your bus il~terpri se? 

A. > 600 D B. 601-1000 ~ 

C. 1001-2000 D D. 2001-4000 DE < 4001 c=J 

5. To what extent your enterprise improved yo ur Ii Fe? 
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A V. hi gh B. hi gh 

C. medium D.low 
c:J 

E. Very low c:J 

6. How do you rate the improvement of your business enterprise from time to time? 

A V. hi gh c:J B. hi gh 

C. medium c:J D. low E. Very low c:J 

If your answer is "0" and "E" above, please describe your reasons? 

7. What is the level of your satisfaction in participating in yo ur business enterpr ises in bringi ng 
a better life? 

A. V. high C=:J B. hi gh c:J C. medium c:J D. low c:J 
E very low CJ 

Why? Please desc ribe reasons? 

8. Do yo u want to stay in your current business enterpri se? 

c:=::J 
A. Yes B. Undetermined C. No 

Why? Please describe reasons? 

Section 3:- Questions related to improving pove rty 

Illstruction:- Indicate the degree to which you benefited and ga ined due to your parti cipation in 

the business enterprises by putting a ti ck mark CY) on the corresponding detail issues. 
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Basic Detail descriptions strongl agree, undecid disagree strongly 
categories of yagree ed disagree 
poverty 

indicators 

Basic needs Better food or improvement in 

nutrition . 

Good Health care . 

Improvement of persona l 

sanitation and cloth ing. 

Better I iving places! hous ing. 

Material Own ing better house eq uipm ents 

benefits 
Better access to wate r and 

electricity supply 

Better daily inco me. 

Better cari ng of chi ldren and other 

family members 

Having fixed assets (house, 

mach i nery ... ) 

Attitudinal High level of participat ion in 

Changes deci sion maki ng on family issues, 

such as on the utilization of 

Income. 

Better entrepreneurship outlook. 

Developing Strong business 

mentality. 

A feeling of independence. 

9. Please, wou ld you mention any benefits you gain which are not descri be above in the table? 
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Section 4:- Ideas about the support of governm ent orga ns. 

10. How do you rate the support of government organs in running bus iness MS E? 

A. Very h~ CJ B. Very hi gh CJ C. med iu m CJ 

D low. ~ E Very low CJ 

I I. If your answer is « low and very low» please mentions the reasons for the low support of 

the government organs. 

12. Rate the types of support that the government organs provide. 

Types of support range 

Very high high medium low Very low 

Credit / financial 

Counseling 

training 

Working places 

Working equipments 

Market 

other 

none 

13. Mention the kinds of support the government shou ld provide. 

Section 5: Questions relate to challenges that affect the performance of the Micro and Small 

Enterprises. 
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14. Based on the factors listed, please indicate the degree to whi ch the following problems affect the 
performance of your business enterprise. Put a tick mark <") under your choices. 

Basic issues Detail descriptions strongly agree, undecide disagree 
agree d 

Governance and High and unfair tax levied. 
government 
support Bureaucracy in business 

registration and licensi ng 
Lack of awareness and information 
on government policy and 
regulations regarding MSEs. 
corruption within the government 
services 
weak follow up and support of 
government 
Absence of secured working place. 

Working places Inconven ient in working place. 

High house rent. 

Availability of Inadequate market. 
market 

Difficult to searching new market. 

Domination by big business. 

Poor customer relationship and 
hand ling 

Poor promotion of business. 

weak forecasting new market 

Financial Inadequacy of credit institutions. 

Lack of cash management ski ll s. 

Shortage of working capital. 

High coliateral requirement from 
lend ing institutions. 

strongly 
disagree 
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High interest rate requested by 
lending institution. 

Business Lack of persistence and courage to 
Management skill take responsibility. 

Lack of Entrepreneurial skill 

Lack of tolerance to work hard. 

Lack of motivation and drive of 
employees 

Poor selections of business partners 

Technology Lack of appropriate working 
utilization equipment. 

Lack of skills to hand le new 
technology. 

Facil it ies and Power interruption 
infrastructure 

Insufficiency of water supply 

Lack of sufficient transpOltation 

15. Please, would you mention any other problems you face whi ch are not describe above in the 
able? _________________________ _____ _ 

Section 6: Questions related to the means of boosting the performance of the 
Micro and Small Enterprises. 

16. List down an important organs that you assume have a ro le in increas ing the contributions of 
MS Es in yo ur locality? 

17. What kinds of measures should be done to boost or increase the contri bution of MSEs in the 
country's economy or in poverty reduction? · 
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18. What types of support to be done to strength and boost MSEs in their role in reduc in g 
poverty in you r loca lit ies? 

Rank the fo ll owing organs according to their roles and mention the kinds of ro le they could play 

to boost MSEs. Put a tick mark CV) under your choices. 

No. Organs very high med low Very 

high ium low 

I Government 

2 NGOs 

3 MS Es operators 

4 Society 

5 Financ ial inst itutio ns 

6 Other 

19. Menti on what types of support the above organs shou ld play. 

• Government 

• NGOs 
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• MS Es operators 

• Society 

• Financia l in stituti ons 

20. If you have any addit ional information, rel ated to th is research, please describe below. 

Questionnaires distribution and co llection Guide 

The distribution of ques tioners wou ld be based on the follo\ving various categories of business enterprises in the 

study warda 7. 

( The currenl registered and operated MSEs in the study \\Ioredo in 20 14) 

Types of business nu No of questionnaires distribution/ zone Noor Time of Remark. 
enterprises / mb 

Zone 1:- Zone 2:- Zone 3:-
question testing 

activities er naires! and 
Legehar or Around National aroundJel- business distributi 
previous theater and woha ang activity on --
Adamo bus Ethiopia hotel Ghandi coll ectio 
station n 

Retai lers 70 II 8 2 33 • questionnaires 
cloths shop I I 3 2 I 9 would be 
fruits and vegetable 10 2 2 2 7 Feb 5-10 distributed in 
shoo (test ing) col laboration 
book shop 8 2 6 - 6 with the study 

woreda 
massal!e 7 -- -- 3 4 

MSEs office. 
coffee and tea house 5 2 - - 3 Feb JO- • 70Questionnaires 
Small shops 4 I - I 2 25 (56.45 %) wou ld 
electronics 2 I - - I be distributed . 
Jewel ry shop 2 I - - I Testi ng would 
cosmetics shop 2 - - I I conduct surrounding 
eve class shop I - I - I my working place on 
Shoe and leather I I - - I similar business 
Tradit ional I -
commodities shop 

I - I categories of MSEs. 
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I Total number 16 10 
124 

Focus Group discussion and interview questions and Guides 

Part one:- Focus Group Discussion with operators of MSEs/ 
owners. 

1.1 List of questions 

I. Questions related to th e contribution of MSEs in reducin g poverty. 

• Why do you want 10 organ ize and work with in MS Es? 

• Would you please describe the changes observed in your life (i mprovement related to basic needs and 

other life, fa mily life issues) due to your panicipation in MSEs? 

• Would you descri be the difference in the ways of li fe bin you and people who were with your slat us 

but are not panicipated in business MSEs? 

• Tell me about your happiness in your business or enterpri se? Why? 

• What is your opinion about job creations of MSEs? 

• What do you hope or aspi rations on MSEs? 

2. Basic challenges that hinder MSEs coutributiou in reducing poverty taking the case of th e 

business secto r of the study JVorer/a 

• Wou ld you describe the major internal and external challenges you face while runni ng MSEs 

in its role in reducing MSEs. 

A. Externa l fac tors 

• Government suppon, governance ( fair treatment, and corruption cases) 
• Politico-legal factors [goverrunent policy, bureaucracies (in relation to registration and li censi ng), 

taxat ion and like] 
• Premises factors 
• Technology factors 
• Infrastructure (elect ri c power, transportation, water supply and like) 
• Marketing factors (relationship with suppl iers, customers and others) 
• Financial factors (i nterest rates, collateral req uirements, etc) 
B. Inte rnal factors 

• Management and related factors 
• Entrepreneurial atti tudinal factors 

• What are other problem(s) you are facing overall fu nctioning of your MSEs business sector 
act ivity? 

3. Measures to be taken to boost MSEs in reducing Poverty. 
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Group 

o What should be done to boost MSEs in reducing poverty? 
o Who are the major actors in boosti ng MSEs in reducing poverty? 
o What would be the ro le of MSEs owners / operators in boosting MSEs? 
o What kinds ofrole should government play in boosting MSEs in the study local ity? 

1.2 Participants on Focus Group Discussion 

Co mposition and location of members on Tentative time Remarl<s 
classificati the discussion. 
on. 

Group one: - zone one:- Legehar or prev io us 
Adama bus station. 0 Selection and arrangement of the 

7 members operate in business enterprise in the bus iness enterprises for the 

study wareda . discussion would be hel d in 
0 5 retailers Feb 20-30 collaborati on the wareda MSES 

0 I fruits and vegetable shop owners office. 
owners of 

0 I cloths shop owners 0 Selection of the location business 
business sectors for the program is made 
enterpri se 

Group two: - zone two:- Around Nationa l based on the data taken from the 

theater a nd Ethio pia hotel. 6 members operate 
wareda MSEs department. 

in business enterprise in the study wareda. 
0 Business owners or experts and 

0 4 reta ilers 
offic ials wou ld participate only in 

2 book store owners 
one of the three research 

0 
instruments.( interview 0)' 

0 I coffee and house owners. questioners or FGD) 
Group three: - zone three:-around fel-waha ang 
Ghand i 6 persons operate in business enterprise 
in the study waeda. 
0 2 cloth shop owners 
0 2 massage shop 
0 2 reta ilers 

Part two:- Interview Guide:-

2_1 Issues to be raised at the Interview with MSE operators or owners. 

I. Questions related to the contribution of MSEs in reducing Jloverty. 

o Why do you want to organize and work wi th in the business sector of MSEs? 

o What was your occupati on or work before participating in your current enterprise? 

o Would you please describe the changes observed in your life (improvement related to basic needs 

and other life, family life issues) due to your pal1icipat ion in MSEs? 
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• Would you describe the difference in the ways of li fe bin you and people who were with your 
status bllt are not participated in MS Es ? 

• What are the SliPPOrtS of government MS Es? 

• What is YOllr opi nion abollt the s ignificance of MSEs job creations? 

• How do YOll describe YOllr satisfaction, happiness, hope and asp irations om MSEs? Why? 

2. Problems, that hinder MSEs contribution in reducing poverty ta ldng the case of of the business 
sector of the study ,"oNkl. 

• How do YOLI describe the support of the woreda administration? 

• Would you describe the major internal and external problems that cha ll enges YOll face whil e 
running MSEs in relation to: 

A. Externa I factors 

• Governance and corruption cases 
• Polit ico-legal factors [government poli cy, bureaucracies (in re lation to registrat ion and 

li censing), taxation and li ke) Premises facto rs 
• Technology factors 
• In frastrllcture (power, transportation, water supply and like) 
• Marketing factors (relat ionship with suppliers, customers and others) 
• Financial factors (interest rates, collatera l requirements, etc) 

B. tnte rn a l factors 

• Management and related factors 
• Entrepreneurial attitud inal factors 

• What are other problem(s) you are faci ng overall funct ioning of your MSEs business sector 
act ivity? 

4. Measures to be taken to boost MSEs in reducing Pove rty. 
• What should be done to boost MSEs in reducing poverty? 
• Who are the major actors in boosting MSEs in reduci ng poverty? 
• What wou ld be the role of MSEs owners I operators in boosting MSEs? 
• What kinds ofrole should government play in boosting MSEs in the study locality? 

Members for the Interview. Tentative time 

2 1 business owners of the woreda MSEs.( at three woreda 
:Jroup one:- zone) Feb 15- 20 

• 8 retailers 

• 3 fru its and vegetable shop owners 
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• 3 cloths shop owners 
• 4 book shop owners 
• I coffee and tea house owners. 
• I electr ic shop owners 
3 employees from bus iness enterprise 

2.2 Issues covered at the Interview with MSE with government experts and 
officials. 

I. Questions related to the contribution of MSEs in reducing poverty 

• What are the supports of government MSEs? 

• Describe to me about the life improvements or the people operate in MSEs? Specifi cally those 

organized and work ing in the business sector. 

• Would you describe the d iffere nce in the life of those pal1icipate in the business sector and those 

are not organized in MSEs? 

• Wou ld you believe the business enterprises contri but ing in reduci ng poverty in the woredo? How? 

• What is the reacti on of those operates about the contri bution in MS Es towards thei r life? 

Specifica lly those organi zed and working in the business sector. 

• Have you remember studies that show the contribut ion of business section ofMSEs in reducing 

povel1y? 

• How do you evaluate the interest of the people to register and partici pate in the MSEs program? 

Why? 

3. Problems, that hinder MSEs contribution in reducing poverty taking the case of in the 

business sector of MSEs, (at >voreda, sub city and federal level) 

• What looks like the supp0l1 of the government? 

• Wou ld you describe the major internal and external challenges about MSEs in relation to the 

busi ness sector of MS Es . 

A. Exte rnal factors 

• Governance and corruption cases. 
• Politico-legal factors [government policy, bureaucracies (in re lation to registration and 

licens ing), taxation and like] Premises factors 
• Technology factors 
• Infrastructure (power, transportation, water supply and like) 
• Marketing factors (relat ionship with suppliers, customers and others) 
• Financial factors (interest rates, collateral requirements, etc) 

B. In ternal factors 

• Management and related factors 
• Entrepreneurial (att itudi nal) factors 
• What are other problem(s) you are faci ng overall functionin g of your MSEs business sector 

act ivity? 
5. Measures to be taken to boost MSEs in reducing Poverty. 
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• What shou ld be done to boost MSEs in red ucing poverty? 
• Who are the maj or actors in boosting MSEs in reducing poverty? 
• What would be the ro le of MSEs owners I operators in boosting MSEs? 
• What kinds of role shou ld government play in boosting MSEs in the study loca lity? 

Group Members for the Interview. 
government office working in the 7 person. 
office of MSEs at woredo and • 3 experts ( at woreda and sub city) 
sub city administration level s • 2 team leaders ( at woreda and sub 

city) 
2 official s (at woreda and sub city level 

Annex 2. Questionnaire in Amharic 
r(J·u·~ oom.e,}':-

Tentative time 
Feb 15-25 

7,'1. /1~,P,.l1 MfJ ~'I.ilC{H: l''''1U/1lf'l·/1 ')'9u UC')- h~A I'.!'.-Ul rl;J' ') '9"UC')- '/-"'1t. flit'} i 

/1AW} f'lq .)- 1'0000l'I!J' 1''1;J-'e Ou·~ /1 "'1 I 1;J;e:·)- I).e h?<;'(W':: 1'1''1,1; CoM" "/1<tC.f1'l h~1I 

h.,."'1 /1rolP, 7 /1n.1I~1'l 1'1"l.l'.' (I' ~,:HCT t-1/) 1'1' .4'.p')'1 A ~I'l"';;: 1'1"l.l'.' HC~ M:U~')- .p~<'I 

J'I)(J}o') M"''I'o~ h'1 /ll'lt-(J}o I).e 'h)h'i' 1''''1 • .1'<'1.1'.'<;' '/-"l-'lC'T'!'-'}" l''''I.A ',0)':: hCI'l?'9" 

t'ltl.u oom.eq, 1''''1.l'lm..)- u<'I'/1 / ool)1 N1''1'" oJ·m,;J''''1'd· M •. I)? oo!f'/-'} /1oo?,}tl'/1 

oom.e4<·} /11"}.4"k /10000-1) ·) · h·}P'.'''fJ/1<;'~ hm.e.4'IIU·:: 1''''1.l'lm .. )- ool)1 "'1.I'l1't-'e~'/' 

1"/-m/1'/''1 t'IH.u 1''1.). ql)"'1 '/1~' 1''''1.ro·A .e!f'1A:: 

• /1oom.e'/, I).e MU oo~<j; M'M.A "lr: 

• /1oom.e.J'··r- ro'I'l1' 1'<'I1"} rAh'}' I) I) 't'ro· ~,"'lt-'T' 1'J"I!?,)'- 1'(" ) 9u Ah')- J'.!'.-C?-:: 

h~A A').I'.':- oom.e4<,) 1''''l.'l''I)(J}o AIJA oo"lll""l.: 

1. J';J':- an.!'.- D 
2. I' ;JM' U-'b;J-: -,P1fJ CJ J'I)?fJ 

3. 7,.1'.''''/.:- U. 18-29 CJ II. 30-35 CJh. 40-49 CJ 00. 50 7,'1 /11).e CJ 
o 0 
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4. in:" ,'n."·fl'fI 'lilA I'd·: - II. 2 

n'lJ'. 

II. 3-5 .I, . h 6 -8 D a". 8'" D 

6. 'flUMq· '} It lAO·A '}? ----------------------

7. " :"Y"lIe:,' ~~:<1:-

U. "nn'fI'J .m'/r,: l,lI·m;FA D II.'THI'flr, au 'I 'I: D ,h. l,'}~<;' ~af :"Y"lIe '} D 
m,. 11'11 " '>" ~a' D "'. {)(;.,·r,:It:,· D ~. ,<t.·TII""'l D 
fl . . <t. ... ,t. ~,r, h ,( ·"It. n'\.!', D 

9. ,"'-fl "H.n·} f '}"! .1': flt.·9' fI?"'} '},('. ~ ,} '1 ,e ~m·?-- ----------------------------------

1 O. W} "I .1': il t.. 9' .PiI" ,} ;)",(. ~ ,} 9" '} .1': '} ~ OJ·?-------------------------------------------------
11 . Oil'},}' ilfP:r- i]1\n.'h ,}· !",-001l70 ~O)·? ________ _ 

11. hl-3 '}o,,:" n;J' :-"· D 
,h. h5 -8 '}.m'} 0 

II . h 4-8 '}o,,:" D 
00. h9 '}.m,l· n'lJ'. D 

Ilr,:A IN'l-'l' :- '1':1'''''') h'l MM';;: n. ')'}'CT&-J',lI 1:U~'r') Ooo4'~f'l- 'U.-'I- '''rID- 4.J',1I 
!''''LooM: 'I' '<f1P'T:: 

1. M,.')·)·CT&-J',11 ,'il&- II Cr,: hrJUil"'lt. .. I'· O,{,,)· M"'} '}J','I')' il&- 'I J', " ·flo'IC'/·m· 'Inc? 
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