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Abstract 

Extreme poverty and youth unemployment have been critical problems and concern for developing 
countries. Cognizant (j/ this, Technical and Vocational Education and Training (TVET) institutes 
are particularly viewed as major instruments to attain the desired development and employment. In 
this regard, Micro and Small Enterprise (MSE.I) are the main income generating activities of youth 
operating enterprises in Ethiopian cities and towns thereby contribute to unemployment reduction 
and poverty alleviation. Overall. allention needs to be given to the neglected area, especially, such 
as the role orthese MSEs ' in slIslCiinable employment creation./or youth TVET graduates. 

The objective of the research was to identifY the role of MSE in reducing youth unemployment or 
creating employment opportunities for rVEr graduates in Addis Ababa City Administration, 
speci/ically in the Cooperatives Induslry Areas (CIAs) and to provide possible solutions. rhe 
Similarity o/training and current j ob orMSE operators, the fac tors of self-employment, the causes 
of unemployment. the assessment 0/ underemployment, the contributions 0/ the MSE sector, the 
provision 0/ credit services. and the stanis o/BDSfacilitation were the major themes of the study. In 
order to gather relevant in/ormation/i'om MSEfacilitators and rVEr graduates, descriptive survey 
method was employed. Moreover, jive Cooperative Industry Areas (CIAs) was included in the study 
that had highly concentration of both types o/formal and non-formal rVEr graduates who are 
operators o/MSEs in Addis Ababa CIAs. The selections (j/those CIAs were based on 'one CIAji-om 
one Sub city ' basis using purposive sampling technique. Since both types of rVEr graduates are 
highly concentrated in those jive sub cities. 52 formal rVEr graduates, 30 non-formal rVET 
graduates and 20 MSE/ aeili'ators (/iJllr Regional MSE faCilitators, eight Sub city MSEfacilitators, 
eight Kebele MSE officer.l) were taken using availability sampling technique. 

Based on Ihe basic questions or Ihe study, the coliected data through two main groups of 
questionnaires were analvzed Finally, summw)' of major jindings, concluding remarks and 
recommendations have been made based on the major themes of the research. The research results 
revealed that the majority or the TVET graduates' present job was completely di./Jerent /ronl their 
training area. In addition. among them the majorilies were not self-employed ajier graduation and 
didn't obtain wage employment alier graduatiOn. Moreover, the current production capacity (j/ 
their enterprises ' was/ound being under production capacity and most of the rVEr graduates are 
currently looking .lor other jobs. Consequently, most of the TVET graduates joined in to the MSE 
business because 'hey could not have any other options. Above all their production was in problem 
due to lack of loan. Currently , they need assistance or BDS and market place .lor their products. 
Overall, the sustainability 0/ employmel1l 0/ those yauth rVET graduates was critical. There./ore, 
thefol/owing recommendations are drawn : (I) faCilitate advanced short and long term trainingfor 
those misplaced graduotes Ihrough on-the~job training (the training, the trainer and the trainee in 
the workplace): (2) iv/icro Finance Institutions (MFh), rVEr institution offiCials and MSE 
jilcilitators should recogniZl! and make a conducive environment by considering the major 
determinanl/ilctors o(sel/:emploYlllent'/or youth TVET graduates a/ier graduation; (3) to minimize 
unemployment afier graduation, tminees should be involved in part-time work at least in voluntwT 
service term while they were allending their training in line with the apprenticeship program; (4) 
the f ederal government should also intervene more on the expansion of CIAs for sustainable 
economic basement as well as business incubators should be expanded in evel), sub city level; (5) 
regional MSE and!vlFl oUicials wi,h col/ahoration of TVET institutions should apen branch onlces 
in evel), TVET centers; (6) MFfs l1Iith col/aboration of government Banks and Private Banks should 
creale reasonable rate 0/ loan interest ./01' !viSE operators in the CIA .1'; and (7) in order ta provide 
BDS faci lity , other thlln gOl'ernl71el7l. non-governmental and private organizations should 
participate lhrough in :tee IlCr se/'lliec 'procedure. 

VI 



CHAPTER ONE 

THE PROBLEM AND ITS APPROACH 

1.1 Background of the Study 

A number of researchers have attempted to identify relevant outcomes linked to youth 

unemployment problems world wide. Schoof (2006: 1) emphasized that to reduce yo uth 

unemployment is one of the major global chall enges for decades to come. While bound up 

wi th the overall employment situation, thi s chall enge has its own dimensions. 

Extreme poverty and unemployment have been critical problems and concern for developing 

countries. Many of these countries have been economicall y dependent on subsistence 

agri cultu re, wh ich is characterized by low productivity, underemployment and disguised 

unemployment. Coupled with the risi ng population and limited industrial sector, the 

economy is not be able to absorb the mu ltitudes of youth unemployed people. 

Acco rding to Haftendorn and Salzano (2003: 1 0), in many countri es, espec ially III Sub 

Saharan Afi'ica (SSA), the issue of yo uth unemployment and underemployment remains as 

one of the maj or chall enges for governments and development partners . In these countries 

youth unemployment can be class ified into two groups: the first group is primary school 

leavers not se lected for secondary school education and the second group is vocational and 

secondary school leavers who are unable to gain employment in the forma l sector. 

Similarly, as noted by White and Kenyon (2002: iv), the absence of capital, access to credit 

and business know-how is the major hamper for youngsters. Many young people also face 

the chall enge of limited life and work experience. In line with thi s, as Okojie (2003:5) stated 

some of the consequences of the prob lem, the majority of youth in Africa are engaged in 

informal sec tor acti vities as shop ass istants, clerical assistants, typists, stewards in hotels, 

cooks in restaurants, street trading, casua l labor and illegal activities such as touting, 

steali ng, armed robbery, dea ling in rrohibited substances such as drugs, and prostitution. As 

a resu lt, on ly a small proportion of yo uth are engaged in the formal sector. 



[n fact , most of the times youngsters are strive to contribute to their fa mili es and societies; 

they seek to beller the ir situations; they have dreams and aspirations that they are eager to 

fu[fill. The route to achiev ing these is through decent work . If thi s door is closed, the fu ture 

of young people, their families, communiti es and societies is miserable (ILO, 2005b:7). 

Ethiopia, as one of the highest youth populated nations, is among the poorest and [east 

developed countries in the wo rld wi th a per capita income of $ [IO in 200 l. According to 

MEDaC (2002: 17), 44 percent o f the tota l population of Ethiopia is categori zed as 

abso[ute ly poor and new job opportuni ties have not kept pace with the labor force growth. 

Likewise, as noted by the recent [LO 's report of 2007, Ethiopia, for example, is a country 

conside red to be one of the poorest in the world. Yet, it has the potential to reduce its 

poverty and unemploymen t. as do other countri es. The question is ' How?' (ILO, 2007:2). 

To avert the above prob lcm, many scholars have put forwa rd di ffe rent methodologies. 

Hence, di fferent development theories have been proposed to indicate the ways by which the 

deve loping coun tries includi ng Ethiop ia can come out of the vicious circle of poverty. 

[n thi s regard , Technica[ and Vocational Education and Training (TVET) institutes are 

particularl y viewed as major instruments to allain the desired development through strong 

linkage with the needs of the labo r market and the prerequisite of the nation's economy. As 

stated by Yekunoam lak (200 1: 83), TVET program has its role to play in fostering aspired 

national and regional economic deve lopment. 

UNESCO and ILO (2002:53) have also exp lained the contribution of TVET in manpower 

deve lopment, sign ifi cantl y to promote the interests ofindividua[s, enterprises and the soc iety 

at large . Moreover, by producing employable graduates, training contributes not on ly to 

economic deve lopment but also to gain access of decent employment and good jobs. As a 

result, education and training could lead to reduce the amount of unemployment. 

[n thi s respect, employabi [ity is a crucia l outcome of any institution. As clearly di sclosed by 

r oste r ( [ 966: [46) , absence of employment is wastage of resources including the workfo rce. 

Such wastage in the case of many underde ve loped countries is particularly undesirable. 
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Hence, the capac ity of the economy to absorb TVET graduates must be overhau led . In thi s 

regard , MOE (2003:3) stated that, the TVET strategy in Ethiopia underscores demand driven 

or counter suppl y approach and pronounces that graduate's self-employment is crucial. 

On the other hand, one o f the packages in the economic development process of any country 

that used to acce le rate economic growth as we ll as to reduce poverty and unemployment 

could be industri ali zati on. It can be pursued either by promoting the development of large­

scale and cap ita l- intensive enterpri ses or small-scale and labor- intensive enterpri ses. 

Although, large-scale industrial ization is very relevant and des irable for growth, it has little 

applicabi lity for the present-day in less-developed countri es like Ethiopia because of its 

large initial or start up capita l and high ly sk illed manpower requirements. 

In thi s regard, the ro le played by Micro and Small Enterprises (MSEs) is very cruci al in 

many standards. The sector, besides accelerating the strength of the national economy, it 

could create job opportuniti es for the mass of people including youth TVET graduates. 

In Ethi opia, it is wide ly accepted that the MSE sector has the potential to provide a 

livelihood for a considerab ly large number of peo ple (Zewde and Associates, 2002:1). These 

enterpri ses use available rcsources, create more jobs, and employ locally labor. Moreover, ..-
they are bases for a large industrial development. Th is is an encouraging strategy that labor 

markets are working, young people are find ing o pportuni ties to practice their ski lls as well 

as contri bute their part for their country in ways that empower themselves and nourish their 

fam ili es; otherwise most remained disadvan taged. 

A very good example for Ethiopia's case is the Indonesians survey study. The relationship 

between educati on and unemployment in Indonesia is widely known with the level of 

education and the rate of unemployment increase. The most frequently mentioned reasons 

are the following: (a) the rap id increase in the level of education of youth ; (b) the poor 

quality of higher education and the consequent mismatch between supply and demand, and 

(c) the soc ial background of ed ucated yo uth (they often come from better-off families, 

enab ling them to search fo r a job for longer). The survey findings have revealed that a 

similar re lat ionsh ip between the leve l of educati on and the duration of job search, with those 

with technica l and vocationa l education (Sziraczki and Reerink, 2005:29). 
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Although the MSEs, in relati on to large firm s, are relatively more labor-intensive, more 
e ffi cient, more equitable in d istributing the income they generate, and more nurturing of 
yo uth entrepreneurs; there seems no economic and political cond itions favorab le to develop 
them . For instance , the MSE sec tor in Ethiopia appears to be filled with a number of 
constraints that suffocated its rapid growth and development as a means of overcoming 
poverty and unemployment (Zewde and Assoc iates, 2002: I) . 

Overall , appropri ate entrepreneurship and business development servIces for thi s spec ial 
gro up 0 r potential new entrepreneurs are necessary. Any proposed project should tries to 
find appropriate answers to the d ifficu lt tas~ of preparing young TVET graduates for a 
successfu l career in se lf-employment (Lachenmaier, 2002:41). However, massive expansion 
of the educatio n system. particularl y TVET, in the absence of parallel economic 
development will lead to surplus 01" labor force beyond the capacity of the economy 
(Yek unamlak, 200 1 :85). 

Due to this fact that there IS urgenl need to examll1e strategies and implement in the 
d irection of the advancement of thi s sector in order to reduce youth unemployment. This 
requires base line information about the linkage between the ex isting activities of these 
enterpri ses and TVET institutions. As a result, continuous collection of data rel ated to the 
ex isting economi c and soc ia l situations in general and MSEs in particular are important for 
the success of the sector deve lopment. 

All in all , the situation in Ethiopia in general and in Addi s Ababa City Admini stration in 
particular call s for an appropriate option of development and employment strategies. 
Especially, attention needs to be g iven to the neglected area, such as the role of these MSEs' 

(" 
development in employmenl crea tion for youth1TVET graduates. 

Thus, it seems crucial to conduct a research that aims at investigating some of the major 
opportunities and constraints that have great impact on reducing yo uth unemployment or 
creating employment opportunities in the sec tor and come up with recommendations that 
wi ll promote the sector in order to support yo uth TVET graduates. 
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1.2. Statement of the Problem 

In the Ethiopian context, yo ung peo pl e, described as those between 15 and 29 year old , lack 

in most instances suffi cient education and training, work experience, job-search know-how, 

and the skill s that are in demand in the labor market. They suffer the most in the labor 

markets, which are typifi ed by an excess of jobseekers competing for comparatively few 

vacanc ies. In thi s regard , unemployment re mained in Ethiopia in the double digits from 

1999 Labor Force Survey (LFS) to the 2004 Urban Based Employmen t/Unemployment 

Survey (EBEUS) (World Bank, 2006:46). 

In line with thi s, lLO (2004) stated three general youth problems. Firstly, young people 

confront many of the same labor market prob lems as adults but often greater in the case of 

the young. Secondly, they are affected by certain age-specific difficulties, which are of a 

different nature than those faced by adults, which further aggravate their disadvantaged 

position. Third ly, and most signi fica ntl y, young people are one of society' s most important 

assets, a powerful source of energy, creat ivity, and innovation. As such, if allowed to do so, 

young people can make cruc ial contri butions to the well-being of the societies they li ve in. 

Accord ing to Zewde and Assoc iates (2002:6), only a limited number of graduates of formal 

TVET will find employment in the fo rmal sector. Consequentl y, the new training programs 

( 10+ I, 10+2 and 10+3) exp licit ly aim to address the needs of self-employment. However, 

trai ning modules in business stream a lone do not necessaril y create success ful entrepreneurs. 

Currently high growth rate o f school graduates and its negati ve effects on resource and 

knowledge use would intcnsi Iy the uncmployment problem (Getachew, 2002: 1) . Moreover, 

the high share o f the job-seeke rs and self-employed who left or unable to continue further 

education for financi al constraints ca ll s for further research on the real cost of education to 

fam ilies (Sziraczki and Reerink. 2005: I 7) . 

Even though the roles of MSEs in the Ethiop ian economy are better recognized, there is no 

adequate base line data on the sub sector. Although significant strides have been made to 

allow MSE to be crea ted, there are fo rmidab le constraints militating aga inst the development 

of both ex isting MSEs and/or those that aspire to start up a new business. 
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As noted by Getachew (2002: 14), the young and educated Ethiopians are hardl y hit by 

unemployment. School leavers, are forced to take menial jobs that could be performed by 

less educated persons. Thi s has resulted in the frustration of the aspirati on not only of the 

young and better-educated people, on whom the future of the development of the country 

rests, but also o f their pa rents and fa mili es who have invested in their education. 

In this regard, the opportunity of' employment in Addis Ababa city administration for any 

relati ve job, not on ly frustrates the youth TVET graduates of the city but al so incur costs to 

the overall economic and soc ial acti vit ies. Consequentl y, youth TVET graduates who are 

unempl oyed seem stri ve to attend other than their fi elds of professions. 

Perhaps, the problems of yo uth unemployment could be reduced to a reasonable degree in 

the city. In thi s regard , the number of researches that covered the issues around performance 

and role of MS Es in reducing unemployment and expanding employment opportunities in 

these new industry areas of the city was very few. 

In Add is Ababa, studies tha t exp lore practices of MSEs III providing cooperati ve, self­

employment, finan cial support and market development concept has been limited. 

Moreove r, the process of thi s intervention in developing good employment practice was not 

we ll documented. In add ition, it is not widely known to what extent these interventions 

resulted in increased impact and sustainabi li ty of future job to support growth o f MSEs in to 

Medium and Large Elllcrprises (MLEs). Furthermore, in Addi s Ababa, there are no reports 

on ex isted programs that used to eva luate their process in terms of employment creati on 

espec ially fo r the youth TV ET graduate operators. As a resu lt, there is a huge gap in having 

better insights on the practi ce of the new industry areas and its status in Addis Ababa city. 

There fore, the major objective of the research was to identify the role of MSE in reducing 

yo uth unemployment or creating employment opportunities for TVET graduates in Addis 

Ababa City Administrat ion, specilically in the MSEs Cooperatives Ind ustry Areas (CIAs) 

and to prov ide possible so luti ons. 
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Moreover, the study has the following specific obj ectives: 

I. Identify the similarity of the curren t job ofTVET graduates to the area which they 

trained for in Add is Ababa City Admini stration Cooperative Industry Areas (CIAs); 

2. Identify the major determinant facto rs ofTVET graduates to start their own business 

(se lf-employment) in Addis Ababa Ci ty Administration; 

3. Ident ify the factors that expose TVET grad uates to unemployment after graduation in 

Addis Ababa City Admi ni stration ; 

4. Assess what determines the worki ng condition ofTVET graduates underutili zation 

or underemployment in Add is Ababa City Ad ministration CIAs; 

5. Investigate the contributions of the new mechanism of employing TVET graduates 

under the industry areas and supporting in finance and business trainings. 

[n accordance with the abo ve major and specific objective, the research attempts to address 

the following basic questions. 

I. [s the current job ofTVET graduates similar to the area which they are trained for in 

Add is Ababa City Admini slrHli on CIAs? 

2. What are the factors that affect TVET graduates to start their own business 

(sel f-employment) in Addis Ababa City Admi ni stration? 

3. What factors expose TVET graduates to unemployment after graduation in Addis 

Ababa City Admini stration? 

4. What determines the currcnt worki ng condition ofTVET graduates underutili zation or 

underemployment in Addi s Abaha City Admini stration CIAs? 

5. What are the contributions of the MSE sector in terms of income generation and 

employment creation for TVET graduates in the industry areas? 

6. What are the major problems encountered in the provision of credit services for 

TVET grad uatcs in the industry areas? 

7. What is the status of Business Deve lopment Service (BDS) facilitation for TVET 

graduates in the industry areas? 
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1.3 Significance of the Study 

Poverty reduction and yo uth unemployment is a burning issue of Ethiopian Government at 

this moment. Thus, MSE have a unique position for the purpose of creating employment 

opportunity for the middl e leve l manpower, generating income to him/her self and 

improving nati onal economy. Therefo re, thi s study believed to have the following 

importance: 

.,/ The output of thi s study wo uld have some contributions to the deci sion makers in 

considering the ex isting problems as an input; 

.,/ It is al so assumed that the thes is may serve as a reference for those individuals or 

organizations and those who are interested in the MSE sector; 

.,/ The res ult o f the study may enable to strengthen the current MSE practices in CIAs 

thereby used as a tool to a ll ev iate youth unemployment and poverty; 

.,/ The study woul d also thro w some ideas for academicians, researchers, students and 

even to others as a stepping stone for further study; and most importantly, will 

encourage local researchers to examine the problem in a w ider scope. 

Thi s study, therefore, se rves as means to produce relevant information to policy makers and 

strategy formulators co ncerning the acti viti es of MSEs in general and facilitating the 

employment opportuniti es fo r youth TVET graduates in particular not only in Addis Ababa 

but also in other regions of the country. 

1.4 Delimitation of the Study 

In order to accomplish the study successfull y, in terms of magnitude, areas to be covered 

and resources required to conduct the research, delimitation is mandatory. 

The study is delimited to Addi s Ababa City Administration and on industry areas of MSEs 

that are found in vari ous sub cities . The study al so delimited into formal and non-formal 

TVET graduates who are operators o f MSEs. In addition, the study included under 

consideration of Addi s Ababa Regional MSE Development Agency (AAReMSEDA), Sub 

Cit ies ' and Kebeles' experts and staffs . 
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1.5 Limitations of the Study 

Researches requ ire adequate time, fi nance, cooperation and materi a ls to undertake 

successful study. The resea rcher has faced time constraints due to absence of adequate 

resource materi als of empirical literatu re on the issue. In addition, it was not possible to get 

a complete li st of enterpri ses opera ting in the study area and regi stered data from kebele 

fac ilitators regarding educati on level of those MSE operators' fil es. As a resu lt, the 

investigator was forced to conduct the total enumeration in person at the sampled CIAs. 

In addition, absence of cooperation to conduct interview from the respondents was also 

another chall enging event during the survey. Getting both types of TVET graduates was a 

great cha ll enge while the survey was conducted in the respected CIAs. Consequentl y, the 

researcher was ob liged to incur add itional costs to use mobile phones to get those graduates 

by appoin tment. Thus. the study was accomplished successfull y by defeating the above 

limitations except the absence of empi rica l literature and unable to conduct interview. 

1.6 Resea rch Design and Methodology 

The principal objecti ve of the research is to investigate the role of MS E in reducing youth 

unemployment or creati ng employment opportunities for TVET graduates in Addis Ababa 

City Administrati on, specifical ly in the MSEs Industry Areas. Therefore, descriptive survey 

method was empl oyed. It is se lected fo r, descriptive research helps to describe and interpret 

the trend of events that ex ist now and ex isted in the past and that have infl uences on the 

present (Seyoum and Ayalew. 1989: 59). 

1.6.1 SOli rees of Data 

The data for the stud y were obtained fro m primary and secondary sources. The prImary 

sources o f data fo r the study were secured from Regional MSE officers, Sub City MSE 

offi cers, Kebele MSE offi ccrs, forma l and non-formal TVET graduates of MSE operators. 

As secondary sources, relevant literatures were consulted to acq uire informat ion and insights 

in the area o r the study. In addition, vari ous availab le documents and publications were 

thorough ly reviewed and ana lyzed to acqu ire background information about the issue. 
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1.6.2 Pop ulatio n and Sampling Techniques 

In Addis Ababa City Adm inistration there are about 21 CIAs found. Among those 21 CIAs 

5( 1/4110
) were included in the stud y. The selections of those CIAs were based on ' one CIA 

from one sub city' basis. The refore, according to the above procedure there are 5 sub cities 

namely : Arada, Gu le le. Kolfe Keranyo, Lideta and Yeka sub cities were included in the 

study using purposive sampling technique. Those CIAs were selected purposively to be the 

research po int for three reasons. Fi rstl y, it is due to the geographical location of the CIAs 

that it has an advantage in terms of time and resource utilization. Secondly, each selected 

CIAs, according to the information secured from the MSE fac ilitators, had highly 

concentration of both types of successful and unsuccessful youth TVET graduates. Third, it 

is relatively convenient for the researcher to identify the problems in depth that the 

researcher had a prior ex posure during hi s career in the area. According ly, it is believed to 

obtain reliab le data that enable on the real causes of the problems mentioned above . 

Since both types of TVET graduates are highl y concentrated in those five sub cities, 82 

TVET graduates and 20 MSE facil itators (four Regional MSE fac ili tators, eight Sub City 

MSE facilitators , eight Kebele MSE officers) were taken using availability sampling 

techniq ue in order to include a ll items of composition into the sample size . By doing thi s, 

the researcher wou ld have re liable and adequate information on the issue under study. The 

fo llowing tabl e shows the total and sample population of both TVET graduates of MSE 

operators in the study with their respective ClAs and sub cities. 

TABLE I: Sample Size of TVE:T Graduate Respondents 

- --- - ---; -
mple C IAs Formal TVET 

r -:-:---.-::c'- ---
No. T he Sa .''lon- for mal Locatio n of the C IAs 

G rad uates TVET Grad uates (S ub cit ies) 
... _---~- 8 

Arada neru 8 
I I 4 L ideta 

Ras EI 
t--2=---J Ledeta 

10 2 Ko lfe Keranyo ._----3 Fli pose 
4 Mene n 8 12 Gu le le 

----_. 
5 Gurara 15 4 Yeka 

--------- -_._.- ----,:-::-
30 Tota l 52 -------- - --_. --- , 

Source: Author S sUlvey, 2007 
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1.6.3 Instruments of Data Collection 

The major instruments of the study were two categories of questionnaires. The fi rst category 

of the questi onna ire was prepared and employed to MSE officials. The second category was 

des igned and employed to the fo rmal and non-fo rmal TV ET graduates. A total of20 and 82 

co pies of question na ires were di stributed to MSE offi cials and both types of TVET 

graduates respectively. These structured and mainly close ended questionnaires were helpful 

to gather informatio n li·om the respondent s. 

1.6.4 Procedures of Data Collection 

The study incorporates different stages. At initial stage the data gathering instruments were 

drafted on the basis o f the rev iewed li terature and problems of youth unemployment related 

issues. The researcher had established the design of structured and mainly close ended 

questionnai res. Then the questionnai res were pre- tested on Lafto industry area, located at 

Nefas Si lk Sub City area, ten TVET graduates who are operators of MSEs to check fo r the 

consistency of the results when admin istered on subjects. As a result, some vague questions 

and three unnecessary question items were c1ari fi ed . Accordingly, some modifications were 

made for the fin al conduct of the survey. Following, the questionnaires were modified in 

accordance wi th re levant inp ut s obtained form thes is advisor, profess ionals, and friends' of 

the researcher in the fi e ld of labor econom ics sector. 

At the preliminary stage of questionnai re administration , the researcher made clear the 

obj ectives of the study to all respondents so as to avoid UlU1ecessary confusions. In order to 

maximize the rate of return , attempts were made to distribute the questionnaire at convenient 

time for respondents. Moreove r, a close follow-up was made to obtain reliable data return. 

In this procedure of data collect ion, both TVET graduates in the sampled CrAs were 

approached through questi onnaires. Accordingly, questionnaires fo r MSE fac ilitators and 

both types of TVET graduates were di stributed and co llected. A tota l of 20 copies to MSE 

facilita tors, 82 copies to both types of TVET graduates were distributed, fill ed in , returned 

and included in the stud y. 
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1.6.5 Data A nalysis 

Dependi ng on the nature of the co ll ected data and the questions of the study, different 

statistical techniques and tool s were employed for data analysis and interpretation. I-ience, 

based on the responses obtained from the sample respondents, frequency, percentage and 

spearman rank order correlat ion coeffic ient were employed. Furthermore, t-test and chi­

square were utili zed fo r further ana lysis in order to determine whether there is difference 

among respondents or not. 

The data analys is was done uSlllg the latest Version 15.0 software of SPSS (Statistical 

Package for Socia l Sciences). All the necessary tables were produced after clearing and 

editing the data. Some c lose-ended and few open-ended question items were directl y 

analyzed. Overa ll, anal ysis and interpre tation were made based on the basic questions. In 

analyzi ng the data, quantitati ve methods were used as governing techniques. 

1.7 Definition of Key Terms 

Business Development Service: as a ll external non-financial supports to MSEs that increase 

operational capac ity, access to markets, management ski lls, financial efficiency and access to 

networks that enable a number of MSEs to access markets, know-how, networks, information, 

etc. (Anderson. 200 1:5). 

Cooperatives: are autonomous associations of persons united vo luntari ly to meet their 

common economic, soc ial and cultu ra l needs through jointly owned and democratically 

controll ed enterp rises for the benefit of pa rticipating members (Mwaniki, 2006:7). 

C ooperative Industry A reas (C IAs): are clusters of sectoral and geograph ical concentration 

of enterprises, in particu lar, Micro. Small and Medium Enterprises (MSMEs), faci ng common 

OPPOliunities and threats (Finnegan_ 1999:37). 

Development: co ll ecti ve and sustainable soc ial and economic well being of a community, 

bringing about a dece nt standard of liv ing and equity within a society. It also refers in thi s 

context to thc reduction of' poverty. unemploymen t and underemployment to rapid 

industrialization ( ILO. 2005b). 
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Employa bility: is ones status which results in the ex istence of jobs, the enhancement of 

quality jobs, and sustainable employment (ILO, 2001 :30). 

Enterprise: - refers to a unit of economic organi zation or activity whether public or private 

engaged in the manufacture o f goods. In addition, the Central Statistical Authority, for the 

purposes of its surveys attached various de fin iti ons to enterprises in different sectors namely, 

the informal sector, cottage or handicrafts, small -scale manufacturing industries and medium­

and large-scale manufact uri ng industries (CSA, 2003). 

Micro Enterprises: Micro enterprises are business enterpri ses found in all sectors of the 

Ethiopian economy with a paid-Up capi tal of not more than Birr 20,000, ($2,500) but 

excluding high-tech consultancy firms and other high-tech establishments (Zewde and 

Assoc iates, 2002 :2). 

Small Enterpr'ises: are those business enterpri ses with a paid-up capital of above Birr 

20,000 and not exceeding Birr 500,000, and excluding high tech consultancy firms and other 

technology establi shments (Zewde and Associates, 2002:2). 

TVET: Refers to all forms and levels of technical and vocational educational process 

involving, in add ition to general knowledge, the study of technologies, business and related 

fi elds and the acqui sition of practi ca l sk ill s, know how, attitudes and understanding related 

to occupati on in the va ri ous sectors of economic and social li fe (UNESCO, 1999). 

Underemployed: A TVET graduate who does not use his/her full knowledge and skill or a 

graduate of TV ETS who works less than 40 hours per week. Moreover, according to the 

definition of Sugiyarto (2007:7) it is the underemployed compri se all workers who are 

involuntari ly wo rking less than the normal duration of work determined fo r the activity, and 

seeking or available for additional work. 

Unemployed: A TYET graduate, who does not get any job, be it wages employment or self­

employment. Ax mann (2004:ii i) also stated that, exposed to serious deficiencies in decent 

work, such as in te rms o f low wages. precarious worki ng conditions, lack of access to social 

protection, and lack of freedom o f assoc iation. 
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1.8 Organization of the Study 

The study consists of four chapters. The first chapter incl udes introduction of the study, 

statement of the prob lem, significance of the study, delimitation of the study, limitation of 

the study, research design and methodology as well as definition of terms. The second 

chapter deals with review of related literature. The chapter includes concepts and definitions 

of youth (un/self/under)employment, the role of MSE for youth labor utili zation, and 

education and training fo r youth sk ill deve lopment. The third chapter which is the heart of 

the study comes with data analysis and interpretation. The collected data through the 

app licati on of differen t instruments is di scussed in thi s part. The fourth chapter is dedicated 

for summary, conclusions and recommendations . Lastly, bibliography, map of Addis Ababa 

city and sample questionnaires are given as append ices. 

14 

J 



CHAPTER TWO 

REVEIW OF LITERATURE 

This chapter deals with three major sub-topics which encompass the concepts and definitions 

of (Un/Self/Under)employmcnt, MSE, and TVET wi th special reference to the educated 

youth, especiall y the one with vocat ional and technical training. 

2.1 Concepts and Definitions of Youth (Un/SelflUnder)Employment 

As the M illennium SUlll mit te ll s LI S, we must deve lop and implement strategies that 
give young people everywhere a real chance to find decent and productive work. 

Kofl An nan. UN Secretary-General , Global Empl oyme nt Forum, ILO, Geneva, November 200 I. 

Young people in their yo uth age group require soc ial , economic and politica l suppOt1 to realize 

their full potential. This is a time when most young people are going tiu'ough dramatic 

changes in their Ii fe circumstances as they move from childhood to adulthood. Therefore, it 

would be useful to sta rt with definiti on and concept of youth before looking at specific youth 

workforce parti cipation in labor forcc. cither employed (with work), unemployed (not working 

and looking for work) or underemployed (underutilized). This sub-chapter attempts to assess 

relevant and related literature review about the issue. 

2.1.1 Definitions of Youth 

Internationa ll y there is no generalized defini tion of the term "youth". Whilst age provides 

certain simplicity to dea ling with thi s issue, the influences of culture, economics, society and 

politics vary ti'om one country to the next. Therefore, each country or institution has 

established its own defi ni tion of youth in rcsponse to national circumstances. fo r instance, the 

United Nati ons defined youth age 15-24 years old and the Ethiopian Social Security and 

Development Pol icy defi ned youth age between 15-24 years old. 

According to MOLSA (2004:9). the word "Youth" is more inclusive than the word 

"Adolescence" as we ll as the vari eties of age-based group defi nitions. For instance, youth 

means in Mozambique 14-35 years; in Australia 12-25 years; in Nigeri a 16-30 years; in 

Botswana 12-29 yea rs; in Swaziland J 2-30 years; in Uganda 13-35 years; in Malaysia 15-40 

years; and in Zambia 15-25 years. 
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The age definition, despite its limitation, offers certain statistical utility as well as the practical 

convenience of a definitive social group that has its own specific problems or needs. For 

example, in Ethiopia, the Ministry of Labor and Social Affairs and the Ministry of Youth, 

Sport and Culture deal with the issues of employment and youth employment, respectively. 

The Ministry of Youth, Spol1s and Culture created the National Youth Policy in March 2004, 

defining youth as individuals aged between 15-29. Thus, youth includes those aged 25-29 in 

addition to the yo uth age defined by the UN (Brehanu , Abraham and Hannah, 2005:4). 

2.1.2 Definitions and Concepts of Youth Labor Utilization 

To start wi th , the employed and unemployed constitute the labor force. The standard labor 

force framework (LFF) defines work ing as conducting economic activities for at least one 

hour during a reference period. This working concept encompasses all types of employment 

situations: formal , informal, casual, short-time, and all forms of irregular jobs during the 

reference period, which is usually one week prior to a survey date. 

Sugiyarto (2007:2) exp lained that during the reference period, the worker could be working 

in se lf-employment (employe rs, own-account workers, and unpaid family workers are 

considered as se lf-employed), family business enterprise or even temporarily not working 

for a number of acceptable reasons such as because of illness or injury, vacation, strike, 

training leave; maternity, suspension of work, electrical breakdown, shortage of raw 

materials, other temporary absence with or without leave should be considered as in paid 

employment provided they have a formal job attachment. Nevertheless, the unemployed 

comprises those who are not working, are available for work, and looking for a job. 

Often, employment is defined by different authorities related with payment in cash or in kind. 

Getachew (2002: II) argues that, there is a minimal distinction between a person who is 

employed at vcry low income and one who is unemployed. 

The 1999 National Labor Force Survey by CSA cons iders people working in the government 

institutions or non-government organ izations as being working in the formal sector considered 

as formal employees. On the other hand , other employed workers whose employment statuses 

were employer, private employer, se lJ~employed , and apprentice were categorized as formal , 

informal or not-identi fied whelher the enterprise has a license or not (CSA, \999). 
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With regard to utilization of labor force in working hours, the National Labor Force of 1999 

reports that the mean number of hours worked (it has been computed based on the number of 

hours worked in last seven days) was about 23.3 per week in the Ethiopia. 

Likewise other sources also confirmed that, for instance as stated by Mulat, Fantu and Tadele 

(2005: I 0), in Ethiopia the majority of workers in urban areas working relatively longer hours 

(40- 48 hours per week) than workers in rural area (about 13-21 hours per week) reflecting 

that under-utili zation of the employed labor force in the country. 

On the other hand , one of the measurements of underemployment of workers in one country is 

productivity. According to the 2002 CSA survey about underutilization of firms in Ethiopia 

indicated that lack of capital as the major problem of the industry followed by the absence of 

adequate ski ll s and shortage of suppl y of raw materials were the main constraints for not fully 

using their working capacity. 

Some countries have an amazing cut off for working hours. For instance, according to 

O'Higgins (1997: I) the Netherlands have implemented a twelve-hour per-week rule. That is, 

using this definition , a person is defined as unemployed if they have worked less than twelve 

hours in the reference week. 

In Ethiopia, the definitions from the population census and labor force surveys are can be used 

for this case. According to the provisions of the Labor Code of the country 2004, normal hours 

of work shall not exceed eight hours a day or forty-eight hours a week. 

As stated in the National TVET Strategy Discussion Paper (2006:6), underemployment and 

unemployment has been a rervasive problem for dynamic growth of the private sector 111 

Ethiopia. Moreover, of particular concern is that unemployment among the youth IS 

significantly higher than the rest of the workforce. 

Sometimes, young people may be able to obtain only part-time work. But not all these 

persons are current ly acti ve at an y particular point of time. For instance in Pakistan, as noted 

by Majid (2000: I 0), the aCli ve labor larce comprises of all persons who fulfill the 

requ irements for inclusion among emp loyed or unemployed during the reference period that 

is one week preceding the date of interview. In addition, the underemployment is estimated 

as a ratio of the employed who worked less than 35 hours a week in Pakistani states. 
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2.1.3. Nature and Concepts of Youth Employment 

2.1.3.1 Youth Employment Challenges 

The primary goal of the J LO today is to promote opportunities for wom en and men to obtain 
decent and producti ve work, in conditions of freedom, equity, security and human digni ty. 

Juan SOl11a via, ILO Director-General 

I-Iuman beings are, by their nature more fl exible and there fore more easily trained when 

yo ung. Corollary to this patterns of behav ior establi shed at an earl y stage will tend to persist 

later in life . One fairl y obvious but important aspect of youth unemployment is the 

rel ationship between unemployment and labor force participation (O'Higgins, 1997:4) . 

Derebssa ( 1997:9) explained strai ghtforwardl y by comparing among nations that in many 

developing countries, attent ion is being focused on widespread and growing unemployment 

among young people, most of whom have attended schools varying lengths of time and cannot 

find works which match their aspirations or their potential abilities. However, richer nations in 

recent years have also had to contend with unemployed youth , but the magnitude of their 

problem has been much less. 

Often thi s problem is also directl y or indirectly connected with poverty. Any country 

wishing to reduce, if not reso lved, the negati ve e ffect s of poverty, must tind ways to provide 

decent and producti ve jobs lo r those a ffected. Thi s is relevant whether an entire country, or 

mcrel y a lew of its c iti zens, is affec ted (ILO, 2007:2). 

ILO (2006:2) revealed that, it is increas ingly understood that the access of young people to 

producti ve work that generates an adequate income at the time of their transition to work is 

crucial for breaking the vicious cycle of poverty. The second obvious gain to recapturing the 

producti ve pote ntial of underut ili zed youth is an economic one. Idle youth is a costly group. 

They are not contributing to the economic welfare of the country. Similarly, regarding youth 

education fo r productivity, Carnoy ( 1977: 17) al so argued that educated unemployment have 

lost the society's real resources greater than uneducated unemployed . 

Similarl y, the opportuni ties fo r young people to obtain decent work are influenced by a 

number of factors, including education and vocational training outcomes, work experience and 

entrepreneurship opti ons. In thi s regard, Todaro (2000) stresses that too much emphasis 

calmot be placed on the expansion or the modem industri al sector to solve the unemployment 
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problem in developing countries, especially in Africa. Echoing this view, Okoj ie (2003:6) 

argues that the causes of youth unemployment in SSA are complex and multidimensional. In 

general , they can be categorized into demand and supply side problems. They include 

inappropriate skills, poor economic growth, and growing youth populations. 

Regarding the efforts, Balkenhol ( 1998: I) stated that over the past few years, there has been 

an impressive increase in the number and vo lume of government programs that seek to 

encourage the unemployed, the young, we lfare recipients and di sadvantaged groups of the 

population to set up their own, very small business. However, accord ing to ILO (2005a), 

globa ll y the youth unemployment rate and level have increased during the past decade. 

In order to come up with relative solution to the above problems, as noted by ILO, meeting the 

yo uth employment chal lenge ca ll s for an integrated and coherent approach that combines 

interventions at the macro and microeconomic level , focuses on labor demand and supply, and 

addresses both the quantity and quality of employment (ILO, 2004b:2). 

2.1.3.2 Employment, Poverty and Labor Force Crisis in Ethiopia 

Youth development cannot be left to the young alone. We must all playa role. We are challenged 
to recognize the contribution we must all make to develop our young women and men. Ifwe are to 
ca ll ourselves a caring soc iety, then \ve Illust recognize the duty we have to the disadvantaged young. 

Nelson Mandela, Preface orthe National Youth Policy, 1997, Republic of So Lith Africa. 

Ethiopian's large labor force believed to be hardworking and productive as evidenced in the 

past archi tectural wonders of the Ax um, Lalibela, Harar and Fasiladas. However, Ethiopia is 

one of the poorest countries in the world wi th GOP per capi ta at slightl y over US$ I 00 a year. 

Its poverty incide nce is abo ut 45 percent and it was ranked 1701177 in the UNDP 's Human 

Development Index in 2005. Its popul ation is being inc reasingly hit by HIV reached about 4.6 

percent in 2004. Consequently, since the post-reform period, economic growth acce lerated and 

productivity rose, but employment creation was negative (Sab rina, 2006:2). 

Again, the Afri can Development Bank in 2006 declared that, with an estimated population of 

77.4 million , Ethiopia is thc second most populous country in Sub-Sahara Africa. Currently, 

36 percent of Ethiop ians live be low the poverty line of I US Dollar per day. Food insecurity at 

the household level is a defining characte ri sti c of poverty in Ethiopia. 
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Other studies reminiscence of Ethiopia show that, for instance, Dubois ( 1998:3) in hi s study 

Comparison of National Poverty Strategies in some selected African Countries, in Ethiopia, in 

1974, through a military coup a Marxist government came into power to establi sh an 

Ethiopian type of sociali sm. Then, a centralized development strategy was set up with the 

objective of reducing poverty and boosting economic growth through subsidies and public 

allocation of goods. Subsequently, the weaknesses of a regime were that neglected domestic 

problems such as rural underdevelopment, rampant inflation, unemployment in urban areas, 

inequality in the distribution of wealth, and corruption appear clearly. 

Likewise, the policy and administrative reforms that were undertaken in Ethiopia since the 

1990s they are expected to signi ficantly affect the conduct and performance of the labor 

market in general , and the yo uth labor market in particular (Brehanu et aI. , 2005:1). However, 

as stated by Mulat, Fantu and Tadele (2003:v) that in the begirming of the 1990's Ethiopia 

embarked on a turbulent period of transition from a command to a market-oriented economy. 

Nonetheless, in spite of thi s strong recovery of the economy, employment growth did not keep 

pace with the growth of the labor forcc. 

In line with thi s, Alemayhu (2002:22) affirmed that economic performance in Ethiopia is 

highly correlatcd with thc political process. Ethiopia's history is full of conflicts, drastic policy 

changes and reversal s . Such politica l processes do al so influence economic agents' behavior. 

In the recent Ethio-Eritrean war, ye t not resolved the boarder issue, a lot of youngsters who 

might be active labor force for this country were killed or lost. According to Sabrina (2006:2), 

the war with Eritrea (1998-2000) weakened the positive effects of economic reforms, but 

economic growth has been recovering quickly in very recent years. 

On the other hand , a country like Ethiopia the causes of unemployment are many. According 

to Zaudneh ( 1994:2 1), among them the first is economic backwardness and the other is 

variation between education system and the economic absorption of the labor force are the 

mains. The World Bank (2006:51 ) repo rt stated that many youth in Ethiopia seem to enter the 

labor market through low quality jobs in the informal sector or into unemployment. 
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Similar discovery was dec larcd by Wolday and Gebrehiwot in 2006 the study in Ethiopian 

MSEs operators about their current top three business problems. While they identified quite 

diverse types of problems, capital constrai nts, inadequate business premise, and high 

competition were identified to be among the main problems respectively. Moreover, a 

significant number ofMSEs reported a decrease in the volume of their business because of the 

Ethio-Eritrean war and the draught suggesting thei r vulnerability to exogenous shocks. 

As noted by African Development Bank ana lysis, even though Ethiopia has to date approved 

seven International Labor Organization conventions on core labor standards, the level of 

unemployment in Ethiopia is high and poses major challenges in the context of poverty 

reduction. Consequently, the unemployment problem is particularly severe amongst the youth 

as employment opportunities for schoolleave rs are limited (ADB, 2006: 16). 

Regarding Ethiopian traditional beliefs and attitudes to work, as clearly stated by Mulat et a!. 

(2005:22) are discouraged savings. encouraged wasteful conslU11ption and tolerated C01Tupt 

publi c administration. Moreover, the number of holidays observed by refi·aining from work is 

ex tremely high runong fol lowers of the Coptic Church. Therefore, education and enabling 

environment are required to transform old cultures and make Ethiopia labor force productive. 

The above all prob lems seem may lead up to the extent of bloodshed of thousands, if not 

resolved instantaneous ly. as the coun try experienced in the past. For instance, as stated by 

Brehanu et a!. (2005:2) , the structural unemployment and widespread poverty were believed 

to be the basis for the riots and violent demonstrations by youths in Addis Ababa in April 

2001 , upsetting the seemingly peaceful and stable political situation . The incident resulted in 

many deaths and destruction of property worth millions of dollars. 

In abso lute terms, Ethiopia is amongst the largest recipients of aid in SSA (ADB, 2006:28). It 

is therefore important to address how to mobili ze the youth for creating employment and the 

issue of inadequate aggregate demand, and find ways of stimu lating economic growth (ILO, 

2005b:9). 
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2.1.4 Youth Self-employment 

Many factors influence yo ung men and women in their thinking about self-employment. 

Frequentl y, the most popular mot ivat ion fo r self-em ployment is to "make my own job" . 

UnfOltunately, for many, this decisio n seems because of unemployment. 

In thi s regard, se lf-e mpl oyment for the unemployed is not controversial. Some authorities 

related it with se lf-reli ance others don' t. According to Balkenhol (1998:2), some argue that it 

leads to se lf-exploitat ion and creates unsustainable business; others see it as an instrument of 

we lfare reform. For some it is the bridge to more and better entrepreneurship in the private 

sector whil e to others it on ly increases the pool of working poor whose wages are too low and 

who end up taking on other income-generating activities. In addition, Zaudneh (1994: 12) has 

stated that self-employment is somehow related to lack of basic needs fulfillment. 

The dom inant view in the literatu re is that young people in Africa have a negative attitude 

towards self-employment, espec ia ll y in the informal sector. It is generally argued that young 

Africans prefer formal employment to self-employment because of the 'white collar ' 

mentality that they acqu ire from schoo l (Okojie, 2003:8). 

Sziraczki and Reerink (2005:9) on thei r pM stated that it IS often assumed that self­

employment in developing countries is a last resort fo r those unable to secure stable wage 

employment but are in need of income. However, most of the people are either youth 

unemployed because of the economic cri sis or restructuring of the state-owned enterprises . As 

a result, according to Dubois ( 1998: 18), through its various forms the self-employment, micro­

enterprises, and small industri es appea red as the best answer to unemployment. 

Derebssa (1997: I 0) also stated that employment is commonly understood to mean work on 

hire fo r wages and sa laries. Yet in most developing countries only a small portion of the labor 

fo rce is employed in that sense. However, most of it is self-e mployed. 

There are also many reasons why enterprise interests young people. This includes to avoid 

unemployment and poverty; to be my own boss; to create my own lifestyle; to help my famil y; 

to make money th rough business pro fi ts; to help the local conmlllnity by providing a good or 

service that is required ; to ac hieve another goal, e.g. to save money for further studies; or to 

fu lfill a want, need that cannot be met with in the community (White and Kenyon, 2002: 12). 
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As Dubois ( 1998: 19) explains that in the meantime, incentives could enJlance the creation of 

new businesses that direct new initiatives and provide information on the market oppol1unities 

to help youth swi tch, later on , through duration and experience, from micro-enterprises or self­

employment to the small and medium industries. 

2.1.5 Cosmetics Employment (Underemployment) 

Underemployment is a situation wherei n a worker is employed but not in the desired capacity, 

that is in terms of compensation. hours, skill level, and experience. Furthermore, as stated by 

ADB/OECD (2005:222) from a slightl y different view, underemployment can take four 

forms: worki ng less than fi.t11 time , having higher skills than needed by the job, overstaffing, 

and having raw labor with few complimentary inputs. 

Underemployment is typicall y categorized and defined into visible and invisible 

underemployment, where the fortner consists of work of inadequate duration, that is, both 

involuntary part-time employment and temporary short-tel1n work, while the latter 

encompasses work of inadequate productivity. However, most of the time attention tends to 

focus on visible underemployment rather than " inadequate" productivity (Brewer, 2004: 1 0). 

Concerning the measurement of underemployment, as the 16th ILO 's resolution in October 

1998, recommended that underemployment, which is defined as all persons in employment 

who satisfy the fo llowing tlu'ee cri teria of (i) working less than a threshold relating to working 

time, (ii) willi ng to work addi ti ona l hours, and (iii) available to work additional hours. 

In thi s contex t, Sugiyarto (2007:v ii) proposed hi s cut-off point in hi s recent book entitled 

"Measuring Underemployment: Estab li shing the Cut-Off Point", the underemployed comprise 

all workers who are invo luntarily working less than the normal duration of work detelmined 

for the acti vity. Moreover, the recent approach at the international level is the promotion of a 

40-hour workweek as a standard to be rea lized by ILO member states, and resu lts indicate that 

the proposed cut-off point of 40 hours pe r week is the best one. 

Genera ll y, the reduction of unemployment and underemployment is one of Ethiopia's 

importan t deve lopment goa ls for reducing persistent and ex treme poverty (ESOP, 2002: 14). 

However, in Eth iopia, hidden underemployment has now become a serious problem. One 

indicator of underemployment, among those classified as employed, is the percentage of 
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workers who were availab le for working additional hours. Moreover, the mean hours worked 

by employed population is far from the standard hours per week, that is only three and half 

hours per day, re nect ing hi gh level 0 I' underempl oyment in Ethiopia (Mulat e t a I. , 2005: I 0). 

FIGURE 1 
THE ILO LABOR FORCE F RAMEWORK FOR MEASURING U NDEREMPLOYMENT 

Labor force framework 
(economicalty active population 

aged 15 to 65 yea,,) 

I Employed I I Not employed I 
Wor1cing hou " I Part-time dll FuU-time (~uat Or I Full-time I I Part-time I I (less than threshold more than threshold 

Wanting to 
more hours 

work 

I Looking to work I I Not looki ng to work I 
for more hours for more hours I Looking I I Not looking I 

for job for job 

Available Not available Available Not available 
to work for to work for to work for to work for I Full-time I I Part-time I 

additionaL hours additional hours additional hours additional hours 

Ava ilability 

I{ Underemployed l.l 

Source: Adapted from Hussman ns et al. (1990) in Sugiyarto (2007:8) 

2.1.6 Youth Underemployment 

Terribly large number of youth in many countries may underemployed, working fewer hours 

than they woul d like. Since people in developing countries calmot afford to be unemployed, 

young peoples take up any available job to survive because it is a win-win situation. 

Birchall (2003:28) argue that underemployment is a particular problem in the informal 

economy. However, according to the ILO (2003 b) estimation around 74 million young people 

are unemployed th roughout the world and many young people are working long hours in the 

info rmal economy. Moreove r, there are an estimated 59 million young people between 15 and 

17 years o ld who are engaged in hazardous forms of work. 

AxmalUl (2004: iii) also stated that, man y young people in countri es across the worl d often 

work unacceptab ly long hours under info rmal, intermittent and insecure work arrangements. 

They can be exposed to serious defi ciencies in decent work, such as in terms of low wages, 

precarious worki ng condit ions, lack of access to soc ial protection, and lack of freedom. 
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Regardi ng the consequences , youth unemployment and underemployment impose a heavy 

cost upon governments and soc ieties (Brewer, 2004: 13). Moreover, many are under-employed 

and cannot raise their li vi ng standard . So they remain relatively poor (Nwagwu, 2005:8). 

All in all. in relati on to employment, accord ing to Birchall (2003:28), there is a need to tackl e 

those related prob lems o f low returns to labor and under/unemployment. Moreover, there are 

three causes of low returns to labor: competition from potential entrants to the labor market 

which dri ves down wages; poor productivity because of low level of ski ll ; and adverse terms 

of trade that make it not worth whil e for people to earn more even if they could. 

2.1.7 Misconceptions Concerning Youth and Youth Labor Markets 

Youths mentioned many spec i fic problems that they face in thei r day to day lives. It IS 

increas ingly understood that the access of young people to productive wo rk that generates an 

adequate income at the time of their transition to work is crucial for breaking the vicious cycle 

of povelty that is inadequate educati on and training, leading to poor jobs, and the 

intergenerationa l transmi ss ion of pove rty (ILO, 2006:3). 

Regarding mi sconception of TVET after graduation Mulat and Wolday (2000) stated that 

forma l vocationa l training programs offer introductory technical courses to young labor 

market entrants. Until recentl y. al most every graduate of formal vocation training programs 

in develop ing countries expected to be absorbed in to wage-employment in the formal sector. 

Because of sluggish growth in the economy and inappropriateness of the training, the 

expected jobs have fai led to materia lize . Trainees with di plomas were more interested in 

pursuing white-collar employment. 

Seyo um ( 1996:30) on his part stated that the negati ve atti tudes of individuals and 

government instituti ons towards practical skill s are still an open secrete in Ethiopia. 

Furthermore, according to ILO (2006:6), misconceptions, such as those identified below, often 

result fro m insuffici ent labor market info rmation or inadequate analyses of labor market 

information for yo uth. 
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Box I ; Misconceptions 

Misconception I : Access to ed ucat ion is no longer a problem for young people. 
Misconception 2: Because young people today are better educated than ever they will have less trouble 

finding work. 
Misconception 3: Young people like to "shop around" to find the best job. Therefore, they will choose temporary 

posts in order to gain experience and find the "best fit". 
Misconception 4: Unemployment is the key labor market challenge for youth. 
Misconception 5: Youth unemployment rates give an accurate picture of youth labor market challenges. 
Misconception 6: Youth are a homogenous group and strategies to tackle youth labor market challenges can be 

uniformly applied within and across coulltr ies. 
Misconcept ion 7: With many young peop le migrating to urban areas, there is no pressing need address the labor 

market cha llenges of yo ling people living in rural areas. 
Misconcept ion 8: Young people are poor because they do not work. 
Misconception 9: It is better to gear job creation programs toward adult jobseckers rather than youthjobseekers 

because adultjobseekers will need the wages more than the young to support the ir famili es. 

Source: ILO (2006:6) 

2.1.8 Major Factors Affecting Youth Job Creation 

Choices about jobs and careers are rarel y freely made. They are enabled and constrained by 

numerous factors, including qualifications, interests, abi lities, strengths and weaknesses. They 

are influenced by famil y, fri ends, teachers, social and cu ltural factors. Therefore, individuals 

can make their choices through in ga ining ajob or the necessary education and training (Rolfe 

and Nadeem, 2007: I ). 

Some authori ties connected the youth unemployment problem with demand-supply 

perception. However, according to fLO (2005b:8), the factors that affect yo uth employment 

can be seen along three dimens ions such as those which influence job creation, which 

encompass aggregate demand and economic growth ; those which affect the working 

conditions, such as legis lation, regul ations and the business cyc le ; and those which address 

employability, including educati on and training, work experience and labo r market services as 

we ll as the capacity o f institutional structures to integrate youth into the growth process. 

Finnegan (1999:4) emphasizes among some alternatives that a large num ber of youths 

attempt to estab li sh their own businesses is in the form of MSE. However, to some extent 

those small enterpri ses use the ir own sav ings for establi shing a business or their 

accumulated profi ts for expanding an existi ng one. They do not attempt to obtain finance 

from external sources. Furthermore. MSEs are often di scouraged by banks fro m applying for 

finance. 
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Accord ing to Whi te and Kenyon (2002:20), limited access to finance can have two results. 

Fi rst, it may prevent a you ng man or woman from initi ating their business idea. The second 

result is that people who start a business do so under-capitalized. Given the difficulties that 

young men and women experi ence when it comes to obtaining commercial finance for their 

business, many are required to find finance from "alternative sources". 

However, O ' Higgins (200 I) li sts the following typical components of altemative programs 

which intended to enable se lf-e mployment initiati ves: (I) promoting and introducing the seif­

employment opti on; (2) trai ni ng in the necessary skill s for self-employment; (3) mentor 

support; (4) access to finance; (5) access to work space; (6) business expansion support; and 

(7) access to support network. 

2.2 Role of Micro, Small and Medium Enterprises for Youth Labor Utilization 

2.2.1 Definition and Concepts of Micro, Small and Medium Enterprises 

There is no generall y accepted definition of micro, small and medium-sized enterprises. 

Asseghedech (2003) stated that different countri es define MSEs as to fit their circumstances; it 

is thus difficult to de fine MSEs neatl y. Accord ing to USAID (2006:26), most international 

organizations have adopted a non-definitional policy, although many also employ a working 

definition of MSEs. 

MSE "Micro and Small Enterpri se;· SME ("Small and Medium Enterprise") and MSME 

("Micro, Small and Medium Enterprise") are all widely used in different literatures. The 

stati stical definition of enterpri se size vari es by country, and is usuall y based on the number of 

employees (Biggs, 2002). 

In Ethiopia, different government institutions adopted different official definitions to MSEs. 

The Central Statistical Authority (CSA), fo r the purposes of its surveys attached various 

defi nitions to enterpri ses in different sectors namely, the informal sector, handicrafts, small­

scale manufactu ring industries and medium- and large-scale manufacturing industries. 

However, according to lLO (2004), for operational purposes, it is often agreed that micro­

enterprise incl ude sel f-em ployed persons and ente rprises with up to l O workers including paid 

and unpaid fami ly wo rkers; small enterprises which compri se up to 50 workers. But, ILO 

proposes that these defi nitions have to be adapted to specific conditions in various countries. 
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In Ethiopia, accord ing to Ethiopian Ministry of Trade and Industry (MTI, 1997), and also for 

the purposes of thi s thes is, unl ess indicated otherwise, the term 'MSE' groups enterpri ses 

normall y class i fi ed as Micro, Small and Medium Enterprises is defined as fo llows but 

excluding hi gh-tech consultancy firms and other high-tech establi slunents:-

a) Micro enterpri ses are business enterpri ses fo und in all sectors of the Ethiopian economy 

with a paid-up capital of not more than Birr 20,000. 

b) Small Enterprises are business enterprises with a paid-up capital of more than Birr 20,000 

($2,500) but not more than Birr 500,000. 

2.2.2 The Role of MSEs for Youth Employment 

Governments need to encourage a broad and dynamic concept of entrepreneurship to stimulate 
both personal initiative and initiati ve in a broad variety of organ izations wh ich include but reach 
beyond, the private sector, smal l and large enterprises, soc ial entrepreneurs, cooperatives, the 
pub lic sector, the trade union movement and youth organ izat ions. 

Kofi Annan, Report to the General Assemb ly of the UN, Sep. 2000, New York. 

MSEs play an essential role in secu ri ng income and employment for mi llions of people and in 

creating new jobs (Sievers, Hallendorn and Bessler, 2003: I). Furthermore, the development of 

MSEs by and for young peoplc represents an essential source of employment creation for 

youth. According to Todaro (2000) , MSEs play a great role in the formation of human 

cap ital by providing access to train ing and at substantiall y low costs than that provided by 

the formal sectors . Thus, the importance of MSEs has no question because they are crucial 

in path for poverty all eviat ion. 

In the same way, the Kenyan experi ence, as stated by Kimuyu and Omiti (2000:3), revealed 

that, small-scale acti vities and sma ll firms are important in creating employment and they 

therefore hold an important key to reducing poverty in developing countries. For instance, 

MSE sector in Kenya is important for employment generation, wealth creation and welfare. 

Desta (2002:5) on hi s part stated that recogni tion of the importance of MSEs in development 

led many countri es to proactively support and fac ilitate their growth and development. The 

objective fo r their intervention varies. Some see it as a means fo r poverty reduction, others see 

it as a means fo r achievi ng gender equality among poor households, and others see it as a 

means for reducing youth unemployment. 
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Asseghedech (2003: 143) also stated the advantages ofMSEs over other ventures is that: ( I) it 

gives the benefi t of cont inui ng family business; (2) it grants the advantage of exploiting 

acquired sk ill ; (3) it requires fairl y less capi tal; (4) it invo lves fewer inventories; (5) it can be 

run with less sophisticated technology; and (6) the owner enjoys being herlh is own boss. 

Other study related to this subject in Ethiopia, the African Development Bank report in 2005 

stated that the latest approach that has been taken to li nk MSEs to medium-sized in order to 

develop value chai ns seems successful in Eth iopia. The number ofMSEs nearly doubled from 

1997 to 2003. For instance, in 2003, it was estimated that there were about 1.2 million micro­

enterprises and about 65,000 small enterpri ses active in Ethiopia (ADB/OECD, 2005:229). 

In Ethiopia, unfortunately most of the CSA surveys on MSEs don 't have information on 

wages. Thus, it is diffi cult to capture the structure of wages in the sector. However, according 

to MTJ (1997) and other avai lable evidences estimated that the number of people earning their 

li velihood from the MSEs and the informal sector activiti es is eight times larger than others. 

Mkandawire ( 1999:38) summarizes the most frequently asserted specific contributions of 

the sector in general as fo llows: ( I) increasing of flexibil ity of lhe economy; (2) employment 

generation ; (3) innovati ve entrepreneurial development; (4) stimulation and democratization 

of capital accumulati on by; (5) redress ing reg iona l or ethnic imbalances; (6) regional 

deve lopment; (7) poverty alleviation; (8) e ffi cient utili zation of resources. 

a) MSEs lire fl exible and adapt to market changes quickly. MSEs have great reliance on 

indigenous raw materi als. MSEs generally show less need for costly infrastructure. 

b) MSEs create substantial job opportunity. The sector is characterized by highl y 

di versi fi ed activities, wh ich can create job for a substanti al segment of the population. 

c) MSEs are seedbeds for entrepreneurial development. MSEs offer excellent 

opportuniti es for entrepreneuri al and manageri al talents. 

d) MSEs offer potential for resource mobilization . MS Es are to mobili ze the unutili zed 

and underut ilized sav ing so as to make productive. 

c) MSEs are sources of income for many people. Since MSEs offer a remarkable capacity 

to absorb labor, there by alleviat ing the problem of unemployment, MSEs provide income­

earning opportuniti es for a large portion of the population . MSEs generall y tend to 

contribute to a more equitable di stribution of income. 
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I) MSEs add to the variety of consumer goods. MSEs produce relatively cheaper goods 

and services locally using labor- intensive methods sati sfying the needs of parti cularly the 

poor peo ple-hence contributing to the variety of consumer goods. Besides, MSEs develop a 

pool of sk illed and semi-skilled workers that will be a basis of future industri al expansion. 

g) MSEs facilitate tJ·ansfer of knowledge. MSEs facilitate effecti ve technology transfer as 

a resu lt local awareness increases. 

2.2.3 The Significance of Cooperatives for Yonth Employment in MSE 

What potential does the cooperative form have in practice to reduce poverty and youth 

unemployment? The questi on is an important one. May be it is palt of a wider question , about 

what forms of social organizat ions the yo uth need in order to help themselves be out of 

poverty. This is also part of an even wider question about what teclmiques should be used by 

local governments to achieve development that is targeted on the youth (Birchall, 2003). 

To start with, cooperatives are associati ons of persons united to meet their economic, social 

and democratically controll ed enterpri ses for the benefit of its members. There are about 800 

million cooperati ve members in 9 1 countries worldwide (Mwaniki, 2006 :7). 

As a matter of fact, some authorities wrote that, from the stand point of the socialist theory, 

cooperatives have hi storica ll y emerged fro m market failure, from producers ' inability to 

market their crops efficientl y, or struggles with monopo listic and exploitative intermediaries. 

Generall y speaking the existence of a Cooperative as an altel11ative mechanism for purchasing 

and marketing helps to redress those market fa ilures by introducing an element of cooperation 

and competition. Sometimes, as stated by Birchall (2003:25), some might use different names 

fo r cooperatives such as community self-help groups, farmer-owned businesses, and so on, but 

essentiall y as member-dri ven business organi zations they are building blocks of development. 

Often, cooperati ves are an attractive opt ion to many young people, particularl y if they are 

unable to get the formal employment or do not wish to do so. As noted by ILO (2005b:81), the 

double nature of a cooperative as an enterpri se and an association contributes to making them 

congenial workplaces for youth. In addi ti on, the group so lidarity in a cooperative reduces the 

risk that the individual must take to become an entrepreneur, and is a means of overcoming the 

problem of access to start-up capital required to start a business and that of securing collateral. 
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Furthermore, business incubators are in the fo rm of cooperati ves provide affo rdable 

workspace, shared fac ilities, counse ling, training, and access to external networks fo r youth 

entrepreneuri al groups, thereby helpi ng promote venture creation (Finnegan, 1999:3 7). 

Hence, cooperati veness is often a survival instinct of MSEs to try to combat inequitable 

distributions of market power. It can also be used to develop capital and market power of their 

own (Yunus, 1998).Therefo re, as stated by Birchall (2003:69), if cooperati ves did not exist, 

they would have to be invented for the sake o f youth employability. 

2.2.4 Opposing Views on the Role of MSE Sector 

The role of MSEs to the creation of jobs and to the alleviation of poverty has increasingly 

been appreciated by many deve loping countries. However, despite their large numbers, 

MSEs are often seen as low-income acti viti es that do not contribute to the economy. 

While the broad magnitudes of MSEs structure are reasonably clear, there has been much 

less understand ing o f the process thro ugh which employment in MSEs grow. Many criti cs of 

MSE support argue that even though the sec tor is a significant employer, the jobs it offers is 

onl y parts of a surviva l economy not parts of a dynamic process of economic growth. 

Mead (1994) classi fi ed these oppos ing views on the basis of the deri ving forces leading to 

growth in employment. According to him for many individuals engagement in MSEs is a 

kind of surviva l acti vity to sustain them until something better comes along. 

On the other hand, some authors argue on the role of this sector in unemployment reduction. 

According to Biggs (2002), MSEs are neither necessaril y more nor innovati ve, job creating, 

supporti ve of worker welfare or envirorullcnta ll y friendl y than larger enterpri ses. However, 

according to the I LO (200 I : I 00), in deve loping countries large sector enterpri ses employ onl y 

a small fracti on of the wo rkforce. Thus, MSEs have great contribution for employment. 

In Ethiopia also there seems to be negative attitude and positions towards MSE operators. 

Wolday and Gebrehi wot (2006:5) on their part state that although there are some pos itive 

developments taki ng place currentl y. they are still harassed and evicted from their premises on 

the pretex t of " urban development" . The micro enterprise operators are disadvantaged tlu'ough 

increasing unequal competition in markets on which they depend for survival. An additional 

barrier is the overarching mindset that entrepreneurship cannot be taught, that it is a creative 

way of th inking that comes inheren tl y to some people and not to others. 
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However, according to Assefa ( 1997), MSEs, being labor intensive and capital saving, have 

great potential to absorb the growing number of unemployed and under-employed 

population. I-lenee , the important ro le of MSEs in economies like that of Ethiopia cannot be 

underestimated. 

2.2.5 Financial and Non -Financial Service Facilitators for MSE 

According to Finnegan ( 1999:2), MSEs require two types of services: financial services and 

non-financial services. Financial services help existing or would-be entrepreneurs acquire the 

means for establi shing or expanding a business (e.g. production premises, and working 

capital). In this regard various established youth-based programs have significant values for 

MSEs. As stated by White and Kenyon (2002:8), effective enterprise development 

programmes for youth shou ld focus on two aspects: First, they address areas of potential 

weakness or need. Second, they maximize potential and draw on the capacity of young men 

and wo men. 

a) Federal Micro and Small Enterprise Development Agency (FeMESDA) 

According to the Nationa l MSE Development Strategy, the role of the Federal Agency is to 

assist, encourage and support regional MSE development agencies. In particular, the Federal 

Agency focuses on the training of trainers, dissemination of developed prototypes, information 

and consultation, faci litation of se rvices, marketing and maintaining technological databases to 

be used by regional MSE development agencies and other concerned institutions. 

FUlthermore, FeMSEDA mainly prov ides training and marketing services to potential and 

existing MSE operators. In the training aspect, it provides vocational and technical ski lls in 

various fields such as ceramics, bamboo, foundry, woodwork, handicraft and leather. It also 

provides bus iness skill s such as the GTZ's Competency based of Enterprises. 

b) Regional Micro and Sma ll Enterprises Development Agencies 

Regional MSE Development Agencies were estab li shed to co-ordinate SUppOit serv ices for the 

implementation of the Regional MSE Development Strategies. According to the National 

Strategy, the major role of ReMSEDAs is to provide MSEs at Regional , Zonal and local levels 

with services in relation to business expansion and carrying out special actions on behalf of 

the govenU11ent. Overall, it gives supports for MSE operators that enable them to create self 

reliance and the capacity to run their busi ness for the future. 
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C) Bilateral/Donor Assisted Progt'ammes in Ethiopia 

i) GTZ-MSE Development Programme 

One o f the leading supporters of Ethiopian MS E sector is GTl. This is a bilateral program 

with the German Government and implemented by GTl . The maj or objective of the program 

is to support the promoti on o f MSEs by providing capacity building suppOl1 to intermediary 

organi zations such as FeMS EOA, ReMSEOAs, Chambers of Commerce and private sector 

associations. Its services include: training in business and management skill s; training of 

trainers; capacity build ing in terms of equipment and training materials; support in organizing 

exposure trips and study tours loca ll y as well as abroad; providing experti se suppOl1 at both 

local and international levels on undertaking studies; training; and also providing small 

amounts of direct financial support requi red to strengthen the teclmical support scheme that 

implemented on a step-by-step basis. 

According to lerihun (2004) the GTl accounts for much of the impetus and resources behind 

BOS in recent years. For instance, an impact study conducted in 2004 looked at 45 businesses 

that had partic ipated in BOS program found that 23 had subsequentl y increased their income 

and 12 hired new workers. 

2.2.6 Constraints Facing the MSE Sector 

[n most developi ng countri es, MSEs face a wide range of constraints and they are often unable 

to address the problems they face on their own even in effectively functioning market 

economies. Some researches, for instance UNCTAO (2005:8), tri es to persuade about access 

to credit is not a major constraint fo r micro-enterpri se at start-ups for youths because the 

majori ty of interventions directed at credit faci li tation are in the area of microfinance. 

However, lack of access to medium or long-term credit is a major constraint for those 

enterprises that wish to expand their acti vities. 

In addition, the obstac le to promote this valuable sector, as Fantahun (2003: 16) clearly stated 

that, is the absence of an elaborate strategy that addresses the multifaceted problems of the 

MSEs in Ethiopia was one of the impediments to the promotion of the sector. 

All in all , as noted by AOB (2006: 19). MSE businesses constitute the largest segment of the 

private sector and are important sources of income and employment opportunities fo r a vast 

number of Ethiopians in major urban centers. 
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2.2.7 Spccific Problems and C hallenges of the MSE Sector 

The economic growth of Eth iop ia cannot be attempted without the active involvement of the 

MSE sector. However, in Ethiopia , form idable constraints militate against the sector 's 

development which are structural in nature. As a result, as evidentl y stated by Mulat et al. 

(2005 :70) the majority of operators have joined the MSEs for lack of better opportunity. 

Furthermore, according to White and Kenyon (2002:23), young people in business often 

experience six common problems, namely: - (I) starting a business without enough funds 

(lead ing to under-cap itali zat ion); (2) managing cash flow, especially dealing with bad debts 

and late payments; (3) coping with stress, espec iall y who understand the demands of self­

em ployment ; (4) empl oying the ri ght staff and managing other people for the first time; (5) 

managing the expans ion of thc business; and (6) expanding their share of the market. 

2.2.7.1 Lack of Access to Finance 

Most owners o f MSEs face great difficu lti es in accessing loans fro m banks which enable 

them to invest in new equipment that is more productive. The available micro credit 

schemes do not provide suffic ient fi nanc ial resources for thi s purpose (Firmegan, 1999:45). 

Similarl y, MSEs tend to suffe r from hi gh input, transaction and investment costs. This is in 

part due to poor bargaining power and lack of collateral (Biggs, 2002). 

Assefa ( 1997) has also stated that the most serious problem facing the MSE sector has been 

rising of investment capital and lack of credit access. Moreover, small-businesses have been 

always constrained by lack of cap ital for buying machinery and for the day to day running of 

the business . The finan cia l institutions loan poli cies have not been conducive and attractive. 

According to ADB/OECD (2005:229), the source of capital for MSEs is personal savings or 

borrowing from relatives or fri ends. Nevertheless, considerable progress has been made during 

the last two years in the provision o f finan cing for MSEs tlu'ough MFls in Ethiopia. 

2.2 .7.2 Poor Acccss to Work Space and Land 

Lack of premises and sui tab le locat ions are major problems for MSEs. Moreover, the 

transacti on cost of securing premises is also a constraint for MSEs. Furthermore, the land 

lease promulgati on, wh ic h has been effective in most urban areas have an impeding impact 

on MSE en trepreneurs w ho wish to start up a business (Andualem, 1997) . 
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Lack of approp riate premises tends to force many youth entrepreneurs to operate their 

businesses unsuitable and sometimes unsani tary working conditions. Similarly, fi nding a 

secure place to work on we ll -located is a prerequisite of many youths who are establ ishing 

their own business. On the other hand , shared workspaces such as cooperative industry areas 

or business incubators are property developments accommodating the start-up and 

development of small nascent businesses. 

Although, shared workspaces can be fo und in different forms in many countries, there appears 

to be few which addresses the needs of the young (White and Kenyon, 2002:22). 

2.2.7.3 Shortage of Raw Materials 

In Ethiopia, specifica ll y MSEs have shortage of raw materi als and it is the most important 

and press ing problem faci ng MSEs. According to the CSA (1995) report, the major obstacles 

were the irregu lar supply of raw materials and a shortage of suitable working premises. 

Likewise, according to CSA (2003a), the major problems faced by small establislunents 

incl ude absence of market demand fo llowed by lack of supply of raw materials. 

2.2.7.4 Market Problem 

Marketi ng problem is a serious constra int that hi nders small enterprises' gro wth and their 

product diversification. Ledholm and Mead ( 1999) emphas ized that the inability to develop 

new product types can be seen as a problem of markets fo r the products MSEs do make. 

Irrespect ive of any other advantages or di sadvantages that they might have, market failures 

disproport ionately affect MSEs. Accord ing to Biggs (2002), such inequi ty deserves 

appropriate support. Therefo re, govenUllents, donors, and teclmical agencies have been trying 

to overcome constraints on MSEs to boost their employment creation and growth potential by 

appl ying various measures suc h as fi nancia l schemes, interventions to improve the business 

envi ronment at locallevcl and increasi ng access to Business Development Services (BDS). 

2.2.7.5 Infrastructure Problem 

The major reason why MSEs are concentrated in urban areas is because of the relative 

ava il abili ty of in frastructure compared to rura l areas . Water, electricity market and roads are 

vital inputs to small -sca le industri es. However, shortage of such infrastructure has been one 

of the majo r constra ints to the development of the sector in many urban areas of the country. 
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Furthermore, according to the CSA (2003a) survey, the infrastructural fac ilities such as 

electricity and telephone; inadequate production and distribution; lack of information; and lack 

of proper poli cy and strategy fo r the development of the sector were the problems. 

2.2.7.6 Lack of Information and Information System 

MSEs essenti al ly require information related to market raw material s, utiliti es, technology, 

business opportuniti es and information about government policies and regulation. For 

instance, accord ing to hi s survey in Ti gray Region, Desta (2002:3) stated that one of the 

problems of MSEs in the Region is infrastructure, information and technology. 

The World Bank (2006:53) also stated that the Addis Labor Market Survey (ALMS) probed 

the MSEs constraint issues and found that about three-fourths of small business operators had 

never sought help in running their businesses. The majority said they did not know where to 

go for help. Likewise, most of the unemployed said that they were unaware of any 

government program in Addis Ababa that could help them to find ajob or start a business. 

2.2.7.7 Lack of Adequate Work Experience and Entrepreneurial Skill 

In fact, lack of opportuni ties for work experience, whether it is through internships, 

apprenticeships. combined with the absence of vocational guidance and counseling aggravate 

the problem of gett ing a decent job for youth. This may be at the root of other problems. The 

World Bank (2006:54) report stated that lack of proper education and lack of experience were 

the major inOuential obstacles to yo uth respondents in the Addis Labor Survey in 2006. 

According to Sievers et al. (2003: 19), lack of managerial skill s and marketing knowledge as to 

how to access them are the major problems in MSEs. Though, a lack in entrepreneurship, 

which is partly due to traditional values, fo r MSEs is considered to be the most constraint on 

MSE development (ADB/OEe D, 2005:230). For instance, lack of adequate skills is one of 

the seven major problems revealed on the national survey by CSA in 2002 in Ethiopia. 

2.2.7.8 Inadequate Consultancy and Advisory Services 

In competiti ve and constantl y changing business environment, every business requires 

techn ica l know how. In th is regard , consultancy services, whether NGO or governmental, 

can be seen as tools to enab le entrepreneurs to diagnose their business. In addition, 

coordination among the variolls fac ilitators in the provision of the MSE sector is also essential. 
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However, as noted by Zewde and Associates (2002), although there was establ ished 

FeMSEDA at the national level and ReMSEDAs in some of the regional states, there is lack of 

coordinat ion among the vari ous actors in the provision ofBDS to MSEs in the country. 

2.2.7.9 Technological Problem 

The technological problem a lso has another dimension. Assefa (1997) noti ceably stated that 

technological development is very low in the country. As a result, most of the small-scale 

enterpri ses use obso lete technologies of production. Moreover, the technology used by 

small-scale enterpri ses is ou t dated, unhyg ienic and inflex ible. 

In addition , the issue of accepting appropriate technology has been a seri ous problem of 

MSEs in Ethiopia. Twenty percent of the small sca le manufacturing enterprises among the 

entrepreneurs approached by the CSA survey (2002) on small scale industri es reported that 

frequent machinery fai lure to be their major reason for not being fully operational. 

2.2.7.10 Legal and Regulatory Environment 

In order to improve forma lity and on the way to reduce informality improving legal system is 

mandatory. According to Sievers et al. (2003: 19), often regi stration procedures are complex 

and burdensome for MSEs as well as the tax systems are complicated. Likewise, the CSA 's 

survey result in 2002 revealed that of the total establi srun ents approached , some owners 

reported that government regu lations were obstacles for starting their business operations. 

2.2.8 MSEs in Addis Ababa 

Addis Ababa, which is on the way to be the capital of Africa in the com!l1g Ethiopian 

millenn ium, is head of pol it ica l, economical and the sit of the Federal Government of 

Ethiopia. In the city MSEs playa ve ry important role for the economy and its dwellers. 

According to the city' s government 2005 plan, 60 percent of its dwellers depend on the 

informal sector; whereas 100,000 dwell ers of the city earn their livelihood from MSEs. 

The Addi s Ababa Region MSE strategy paper highlighted three main issues which cover the 

role, the constra ints and the situati on o f MS Es. The strategy gives also a short description of 

the tasks of sub city instituti ons, whi ch are responsible for the provision of MSEs. 
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Since 2002 MSEs promotion initiate by establi shing the Addis Ababa MSE department in sub 

city level with the aim to create enabling enviromnent of the private sector and self­

employment. According to the 1996 Trade and Industry Bureau's city business plan for MSEs, 

there were about 127,000 MSEs in Add is Ababa. This indicates that most of the business 

activities in the city depend mainly on these enterprises. 

Cognizant of the multiple role of the sector, the city's administration has tried to identify the 

constraints and offer various services. The World Bank (2006:76) report stated that the 

AAReMSEDA, for example, provides a one-stop shop for entrepreneurs, offering training, 

micro finance , ass istance with registering and accessing work places and equipment. Thus, so 

far it has served about 200,000 clients and created 150,000 jobs. FUl1hermore, the rep0l1 stated 

that an analysis of the employment creat ion impact of Addis Ababa Integrated Housing 

Program, which integrates employment creation through support of MSEs in construction. 

Brehanu et ai., (2005:30) stated that the MSE Development Agency in the city have 

undertaken market support, BDS, training and counseling support for MSEs. The results of the 

support provided to MSEs are encouragi ng. For instance, among all six regions, a total of 

72,577 new jobs were created in MSEs, nearly 6] percent in Addis Ababa. Support was 

provided to a total of 32,872 existing jobs to ensure their sustainability. However, the data do 

not reveal the age distri bution of the employed. But, as the program particularly targets 

yo uths, it is to be expected that yo uths have been one of the prime beneficiaries. 

However, as the same authors also stated that the problem of working space constrains the 

performance of most MSEs. For this reason, the all Regional States including Addis Ababa 

have prepared and arranged worki ng spaces for a number of enterprises during the same 

period. In total, the six Regions have supplied 1,045,7 17 m2 of working space to MSEs and 

more than 62,4 17 operators of MSFs have benefited from such arrangements. 

On the other hand, as stated by the World Bank (2006:77) that with the new urban land lease 

proclamation issued in 2002 , it was ex pected sign ificant changes. However, recent studies 

indicate that the vo lume of info rmal land transaction is high. While targeted interventions 

via AAReMSEDA that a im to help ent repreneurs find working premises is a best so lution. 
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2.3 Education and Training for Youth Skill Development 

Taday's you ng people are the best-educated and trained generation ever. In term s of employment, 
the expected inflow of young people into the labor market, rather than being viewed as a problem, 
should be recognized as presenting an enormous potential for economic and social development. 

Juan Somavia, D ireC1DrMGeneral, ILO, interviewed by the Financia l Times, 23 January 2004 

Education and training are essential requirements of a strategy to promote employability. They 

give to the youth an opportunity to take advantage of job opportunities and income earning 

possibilities. However, it is important to identify vital training areas as well as necessary skills 

that enable to bring about economic progress of a nation (MOE, 2003:21). Hence, 

employability is not only a function of training but it also requires a range of other instruments 

such as the enhancement ofquality jobs and sustainable employment (ILO, 2001 :22). 

Training may mean a number of th ings. It may refer to technical , and vocational training for 

school leavers. Training may also concern people who have worked all their lives. Some 

training programs link directly with the informal labor force, while others constitute indirect 

routes to informal sector employment and self-employment (Mulat and Wolday, 2000). 

Cognizant of developing young people 's employability is central , education uses to ensure 

their successful transition to the labor market. A note by IOE (2005:3) shows that youth need 

to acquire the skill s, knowledge, competencies and attitudes that will allow them to find work 

and to cope wi th unpredictable labor market situations. For that reason, education is perhaps 

the most effective mechanism to improve employment prospects. 

In Ethiopia, like in rnany other least developed countries, education was considered as the 

most profitable form of investment in human capital (Zaudneh, 1994:7). Also Tekeste 

(1990:86) stated that education to be an investment in human capital , it must in the first place 

be to have comfortable work environment where most of those graduates have some 

opPOliunities to put forth what they have in practice. Similarly, according to the ILO, the 

benefit of education declared as follows. 

Ed ucat ion, training and lifelong learn ing contribute sign ificantly to 
promoting the interests of indi vidual s, enterprises, the economy and 
soc iety as a who le, espec ially considering the critical challenge 
of attaining full employme11l (ILO, 2005b:84). 
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Derebessa (1997) ex plai ned that a basic assumption about education and its link with 

development strategies is its role in creat ing a skilled and viable work fo rce, However, if it is 

fa iled to do so the probable consequences will be, as noted by Getachew (2002: 10), generall y 

devoid of practi ca l ski lis needed by school graduates in the work place, 

Regarding the ro le of education fo r decent employment fo r the young generation, Sziraczki 

and Reerink (2005:9) on their part stated that educati on is not only the start ing point for the 

school-to-work transition but also it can influence the age when young people enter the labor 

force, the extent to which they are prepared fo r work they obtain for their future career. 

As confi rmed by ILO (2005a), there is a higher number of youth who are in education today 

than during the past generation, Perversely, in many developing countries youth 

unemployment can be higher for the more educated youth , This mismatch appears to be the 

resul t of education systems not meeting the needs of the labor market and, pattly, to the 

attitude of those at the highest end (JOE, 2005:4), Thus, as Blaug (1 973) argued that education 

is defini tely responsible fo r one of the problems of structural imbalance that of matching 

employment oPP0l1unities and expectations, 

2.3.1 Role of TVET for Employment 

rVEr can provide an opportunity to acqu ire a basic ski ll and knowledge to an individual 

who had or had no bas ic educat ion to jo in the worl d of the work: be it in the formal of 

in forma l sectors orthe economy (Askale, 2005:25), 

[n this consideration, many underdeveloped countries have regarded TVETs as a major means 

of strengthening their human resource development that enable them to meet the demand of 

public and non-public institution (MOE, 2003:3), Moreover, in her research about poverty 

red uction tlu'ough rVET in Nigeri a, Nwagwu (2005:2) stated that one possible avenue to 

poverty reduction is through vocational education, However, the productive value of TVETs 

can be put into effect on ly where employment oppott uni ties are avai lable and market 

conditions are conducive. 

On the other hand, Carnoy ( 1977) argued that the secondary education, TVET and higher 

education provision is not soc ial demand as that of the primary education, They are rather 

perceived as the key element in the contribution of education to economic growth. 
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However, as Zaudneh ( 1994:36) stated that, there is a common understanding that education in 

general and training in particul ar accelerates economic growth that working as a promoter of 

both the formal and non-fo rmal training sectors. 

Similarl y, as stated by Atchoarena and Esquieu (2002), no country can give up on training 

young people as their teclUlical skil ls are needed to increase productivity in both fonnal and 

informal sectors and to contribute to economic growth. Contrary to thi s, in some SSA 

countri es, for example, in Eritrea there are 89,000 pupils in publi c secondary educati on 

system, however, of which only 674 are in teciUlical schools. 

As stated by AxmalUl (2004 :vii ), governments that aim to introduce a vocational training 

system have to develop a common understanding of all partners to support such a system. 

Although, there is an extensive and di versifi ed TVET system is underway both at the Federal 

and Regional levels in Ethiopia, self-e mployment and demand dri ven approach have been paid 

attention by the TVET strategies (MOE, 2003). [n thi s view, the Education and Training 

Policy (TGE, 1994) articulates that the necessity of TVET is for the requirement of middle 

level workforce. Moreover, as clearl y stated by Mulat et al. (2005 :92), it is important to 

aggressively promote TVET not only fo r the MSE sector but also for middle level acti vities. 

In this regard , TVET in Ethiopia has been fragmented and delivered by different providers as 

various levels. As stated in the Nati onal TVET Strategy Discussion Paper (2006:7), public and 

private institutions concentrating on middle level at post grade 10 levels. Meanwhile, in non­

formal TVET programs. publi c institutions, NGOs, and private schools offer employment­

oriented training to vari ous groups incl ud ing school levers. 

Currently, both public and non-public agencies provide short and long-term technical and 

vocational training, using form al and non- formal approaches. First, there are higher 

education institutions, which train top-level professional and technical personnel. Second, a 

number of technica l and vocationa l trai ning schools, institutes, and colleges train personnel 

at the middle and lower occupati onal leve ls . Third , training centers attached to public and 

parastatal agencies provide training to meet primarily their own internal manpower needs. 

Fourth, informal on-the job apprentice training takes place in non-farming occupations at 

work ' places. However, the non-formal training constitutes another important and yet entirely 

seems un-researched area. 
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2.3.2 Role of Non-formal TVET for Employment 

Training covers vocational , teclmical, managerial , entrepreneurial, social and other useful 

skill s. In short, training could be di vided into: (a) formal training, which refers to the 

"hierarchicall y" structured and chronologicall y graded educational system; and (b) non-formal 

training which re fers to a varied assortment of organized and semi-organized educational 

activiti es operating outside the regular structure of the formal system. The latter is aimed at 

serving the needs of different subgroups (Coombs, 1974 cited in Mulat and Wolday, 2000). 

In addition, Zaudneh (1994:6) on hi s part broadly stated that non-formal training may be 

directed to peopl e who neve r we nt to any school , school dropouts and school-Ieavers for 

whom there was no room at the next level, graduates who never obtained the job they hoped 

for, women so lely responsible for feedin g their family but never trained because men were 

supposed to do the earn i ng, peasants pushed off their land, workers replaced by machines or 

redundant civil servants, handicapped people, refugees and so on. However, the infonnal 

training for se lf-employment. unlike the formal training for wage-employment in the formal 

sector, is characterized by its intimate relationship with production, and its delivery of 

immediate outcomes. 

Training offering towards IIlqUlry into instant world of work enables trainees to appreciate 

their work skill s. However, many young people, particularly in developing countries, are 

training in sk ill s for which there is little or no demand. In her research , Nwagwu (2005: 1) 

noted that well-articu lated TVET policy and programs will ass ist in employment generations 

and poverty reducti on. As a result, TVET, even though it prepares individuals for gainful 

employment, it has had little or no positive impact on the pover1y status of Nigerians. 

Therefore, graduates of vocational schools undergo further training before they are employed 

in industries or companies . 

Various government reports most of the time declared that the expectation from training only 

could not be able to create competent graduates. As the Education Sector Strategy Program 

(ESDP) [[[ outlined in its analys is that TVET graduates are currently not meeting the 

expectations and demands of economic sectors. Therefore, as the strategy paper advocates, a 

consistent system including formal and non-formal initial and further training is vital (ESDP 

111 , 2005 11 ). 
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Moreover, the educational system in Ethiopia is heavily biased in favor of the formal sector, 

appropri ating the enti re budget or leaving vi rtually nothing for non-formal educational 

training. Accord ing to Mulat and Wo lday (2000), fo rmal training institutions usually suffer 

fro m poor quali ty of education and reach only few people. Different types of training methods 

are needed to train people cost-effectively in a wide spectrum of skills and to offer incentives 

fo r self-employment , and these have been lack ing. It should also be noted that NGOs can 

provide training and other services, but have so far done so on a relatively limited scale. They 

may also suffer fi'om a te ndency to put more emphasis on "welfare" than on "business". 

On the other hand, the curren t education po li cy introduces a separate TVET system parallel to 

the academic stream. Hence, there are tlll'ee levels of training programs that are indicated in 

the poli cy for those who want to join the TVET system from di fferent entrance points, namely 

the basic, the j un ior and midd le level TVET programs. In addition, the existing education 

system envisages the prov ision of extens ive training (lasting 6 months up to I year). 

However, the current situati on seems li ke the basic and the junior levels are not yet 

acknowledged. [n the absence of such considerati on, no TVET could play much to the 

country's deve lopment because expansion and di versification of TVETs Call110t be an end in 

itse lf(Walll1a, 1992:4 I). 

2.3.3 Youth Employment and TVET Linkage 

Trai ning hoped to enable individuals to join the world of work. However, as stated by 

AXmalll1 (2004:6), traini ng alone never creates jobs. When it comes to demand-related issues 

of training, there is almost always an interesting case of inter-dependence between suppl y and 

demand. Normall y, one would argue that levels of unemployment cannot be remedied by 

improving supply. Provid ing youngsters with "employable skill s" when no work is available 

is both economicall y and sociall y unproductive. What is reall y imp0l1ant is the development 

of industry-specific trai ning for employment programs, because there is often a sh0l1age of 

appropriate skill ed manpower ex isted. 

Derebssa (1997: I 0) clari ned that in many developing countries, the problem of unemployment 

is different, more complex and more critical in the high proportion of educated young people 

involved. Although the economy is fa irly increasing it is not open up enough to absorb them. 
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In this regard, the World Bank (2006:78) report stated that the most vis ible government efforts 

to improve youth employability lies in the creation of TVET program in Ethiopia. Regarding 

the efficiency of TVET in Ethiop ia a pilot tracer study of TVET is currently underway to 

determine if the new system is effecti ve. 

It is fact that employment and product ivity are important economic and social indicators of 

efficient TVETs (MOE, 2003). However, the grad uates of vocational schools are not sure of 

their employment destination (Nwagwu, 2005:4). Therefore, close connection of training to 

such themes is unden iable and stems from its original mission preparing persons for the work. 

Based on that mission, there is then, at least in theory, a ' matching up ' of what a job requires 

and those that vocational trai ni ng deli ve rs or passes on. 

On one hand , the lack of appropri ate manpower plam1ing, on the other hand , qualified trainers, 

vocational counseling and well equipped workshops are the major factors that contributed for 

under efficiency of TV ETs (Psachropoulos, 1987:325). As an effect of this ' matching up' 

process, as an answer has been sought in vocational training to the problem of unemployment. 

On the other hand , if the rate of deve lopment of the economy is insufficient to absorb the 

grad uates of massively expanded educational system, the employment situation will become 

desperation. Speci fically graduates cannot create employment for them (Foster, 1966: 147). 

As al so clearly stated by Getachew (2002: I), although, there were several factors which 

caused unemployment in Ethiop ia, the young graduate workers from vocational schools have 

far exceeded the avail able job opportun ities in the formal modem sectors. Yet, the modern 

sector has continued to attract job seekers in greater numbers that demanded high wages. 

According to MOE (2003), the TVET program in Ethiopia is currently undergoing a major 

reform process. Moreover, thc program is aiming at creating a TVET system to be wage Iselfl 

employment oriented, demand driven and appropriate to the development needs of the 

Ethiopian econom y. However, in thi s search the fact is often overlooked that training can only 

directl y adapt its methods to a productive, technological and labor reality (lLO, 200 1:37). 

Therefore, linkages between educat ional institutions and enterprises, then, allow graduates to 

explore the opportuniti es of se l f-emplo yment through the practical and direct invo lvement of 

local businesses is unquestionable. 
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2.3.4 Labor Market Information (LMI) for Youth Employment 

Labor market informati on is something that many young people need in pali icular and at the 

same time have less access to get the turn ing point of their li fe in order to decide and establish 

their successful business. For example, as stated by IOE (2005:7), in the sphere of training, 

yo ung job seekers do not know: What are the most profitable skills to acquire? What are the 

secto rs that are likely to grow in the coming decade? What are the sectors that could come 

under pressure in the com ing years? The answers to these questions are essenti al in helping 

young people make choices fo r the future. 

In some developing countries Like Ethiop ia, there ex isted too many unemployed school 

leavers wi th out appropriate skill s. Nevertheless, there is severe shortage of skilled labor force 

which necessitates government offic ials to import appropriatel y trained work force from 

abroad (Derebssa, 1997: I I). Thi s variance shows that there is a lack of LMI in the country. 

In Ethiopia, the Mini stry of Labor and Social Affairs (MOLSA) is responsible for registration 

of job seekers and vacancies. It also recruits candidates to employers. In addition, the Ministry 

maintains data on employment and industrial re lati ons. However, labor market information is 

scarce, and moreover is not available to all job seekers (Brehanu et aI. , 2005:34). 

According to the World Bank (2006:53) repOli about the Ethiopian case suggests that the 

performance of Eth iopia's urban labor markets has been di sappointing and employment 

services are probably not a good tool fo r reaching the unemployed. Moreover, open 

unemployment has been persistently very high and average duration is long to have a job. 

Consequently, for 2.4 million urban youth employment rates, in 2004, stood at onl y 42 percent 

that is more than half of youth at work in the informal sector. In addition, frequently 

MOLSA's data suggested that there is a mismatch between the registered jobseekers and the 

posted jobs. Therefore, as stated by Ax mann (2004:4), new approach should be established, if 

the system is unable to meet the required goal. 

All in all , as ILO (2005b:22) clearly stated that LMI and counseling can play an important role 

in providing the effi ciency of the labor market. Such targeted career guidance assists young 

people to overcome their limited experi ence. However, young people frequentl y lack adequate 

in formation, guidance and counseling about labo r market oppOliunities. 
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2.3.5 Guidance and Counsel ing for Youth Employment 

In order to fit their future job. apprenticeship, counse ling and guidance is mandatory for 

trainees. As stated by Ziderman (2003: 148) , Apprenticeship Training is a key method for 

employment. Moreover, counseling and guidance fo r schoolleavers and first-time job seekers 

are important in order to make informed dec isions (Sziraczki and Reerink, 2005:52). In 

addit ion, good counse ling and guidance services could play an important ro le in encouraging 

di sadvantaged youth to embark their subjects. However, most youth do not get vocational 

guidance (Brewer, 2004:22). 

[n relation to counse ling and guidance, apprenticeships are not only can be seen as initial time 

preparations that last for occupat ional liFe but also as bridges to further life-long learning. 

Brehanu et al. (2005: 35) stated the success of the TVET program will partly depends on the 

extent to which the graduates be adequatel y counseled regarding the labor market. 

[n many educational institutions, the va lue of career counseling and vocational guidance has 

played an important part in the self-emp loyment promotion. In their study, Wolday and 

Gebrehiwot (2006: i) revealed that MSE operators had very li mited vocational and technical 

training or received few short-term training and counseling services before starting a business. 

All in all, the imp li cation is that, as Brehanu et al. (2005:34) explai ned that unless the 

economy concomitantly expands to absorb the increasing number of young graduates, young 

educated unemployment could preva il as a new Feature of the youth labor market in Ethiopia. 
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CHAPTER THREE 

PRESENTATION AND ANALYSIS OF DATA 

This chapter dea ls with the ana lysis and interpretation of the data gathered from the sample 

respondents. Re levant data and information collected through two categories of questiOimaires 

were presented and ana lyzed. or the two catego ries of questiOimaires, the first category was 

employed to forma l and non-forl11al TVET graduate respondents who are operators of MS Es. 

The second category was employed to gather information from MSE facilitators such as the 

Regional, Sub-City, and Kebe le MSE officers. 

Out of the total 113 questionnaires di stributed, 102 (90.3 percent) were filled and returned. 

Accordingly , responses of four Regional MSE officers, eight Sub-City MSE officers, eight 

Kebele MSE officers, fifty -two formal and thirty non-forl11al TVET graduates of MSE operators 

are presented and analyzed using tab les and statistical tool s by using the latest SPSS Version 

15.0 for Windows. Hcnce. based on the responses obtained from the sample respondents, 

frequency , percen tage, t-test, chi- square and spearman rank order correlation coefficient are 

employed . Interpreta ti on and analysis are made based on the basic questions raised in chapter 

one of the study. 

3.1 Characteristics of Respondents 

This section is conce rned wi th the description of the personal backgrounds of the sample 

respondents. [t provides data on scx di stribution , age structure , educational level, marital status, 

type of industry and list of the Cooperative Industry Areas (CIAs). Therefore, it is believed that 

the responses and othcr rel evant data are organized and analyzed in order to determine the 

outcome of the study. 
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TABLE 2: Respondents by Sex, Age, Address and Marital status 

MSE Formal TVET Non-formal TVET Total 
No. Variables Facilitators Graduates Graduates 

Count % Count % Count % Count % 

I Sex: 

Male 18 90 49 94 .2 28 93.3 95 93.2 
Female 2 10 3 5.8 2 6.7 7 6.8 

Tota l 20 100.0 52 100.0 30 100.0 102 100.0 
2 Age: 

15-24 - - 3 5.8 16 57.5 19 18.7 
25 -29 10 50 46 88.4 11 36.7 67 65.7 
Above 30 10 50 3 5.8 3 5.8 16 15.6 

Tota l 20 100.0 52 100.0 30 100.0 102 100.0 . 

3 Address: 
Arada Sub C ity - - 23 44 .2 12 40.0 35 42.7 
Gule le Sub C ity - - 8 15.4 13 43.3 21 25 .7 
Lideta Sub City - - 10 19.2 4 13.3 14 17.0 
Kolfe Sub City - - 11 21.2 1 3.3 12 14.6 

Tota l - - 52 100.0 30 100.0 82 100.0 
Marita l status: - -

4 Married - - 9 17.3 3 10.0 12 14.6 
Unmarried - - 43 82.7 27 90.0 70 85.4 

Tota l - - 52 100.0 30 100.0 82 100.0 
The symbo l ( % ) IIldlcates Percentage III all Tables 

As indicated on item I of Table 2, the proportion of female MSE faci litators, formal and non­

formal TVET graduates we re 10 .0 percent, 5.8 percent and 6.7 percent respectively. On the 

other hand, 90.0 percent from MSE facil itators, 94.2 percent from formal and 93.3 percent from 

non-formal TVET graduates were found to be males. Thus, the responses of the subject in this 

study have represented predominantly males' idea. It also indicates that females ' invo lvement in 

both MSE fac ili tation positions and MSE business operation is ins ignificant. Possible 

explanation, thi s may have an adverse effect fo r larger number of female TVET graduates to be 

inspired by their role mode ls in MSE bus iness. 

As can be seen on item 2 of the same Table, more than 50.0 percent of the MSE faci litators are 

aged 25 and above, whereas more than 94.2 percent of formal TVET graduates and 94.2 percent 

of non-formal TVET graduates are 29 and below. From the tab le one can understand that most 

of the TVET graduate respondents are young enough, since they are found in the youth age 

group, it is possible to deduce that the majority of young TVET graduates (both types) are 

engaged in MSE business. The data seem to be representative of those who are expected to be 

in their active age in production and invo lvement in establ ishing MSEs. 
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Regarding their add ress, both types ofTVET grad uates were under the study Sub-Cities; that is, 

84.2 percent fro l11 Arada. 58.7 percent frol11 Gu lele, 32.5 percent from Lideta and 24.5 percent 

from Kolfe Keranio Sub-Cities. This asserts that the majority of both TVET graduates did attain 

in their CTAs under their respecti ve sub c iti es. 

The marital status of the sample shows that 82 .7 percent of forma l TVET graduates and 90.0 

percent of non-formal TVET graduates were unmarried whi le on ly 17.3 percent and 10.0 

percent we re marri ed respectively. This might show that young people who were attempting to 

create self-employment were mostly unmarried. 

TABLE 3: Description of Respondents by their Type of Industry, Field of Study 

and List of the Cooperative Industry Areas (CIAs) 

Formal TVET Non-formal 
No. Items Graduates TVET Graduates 

COll nt T% Count % ._---
Li sl of lhe CIAs: 

f-.-.-. -
Ras Emeru 8 154 8 26.7 
f-. 

Lidcta 11 21.2 4 13.3 
---------_. --------- --_ .. 

I Filipose 10 19.2 1 3.3 
~- ._------

Mcnen 8 154 13 43.3 
Gurarra 15 28.8 4 13.3 1--- -------_._----

Tota l 52 100.0 30 100.0 
2 Respondents by Ihe ir type of induslry: 

1--'. 
Building Construction 17 32.7 2 6.7 

1---- ---.-----. 
Metal and Wood work 35 67 .3 28 93.3 

f-
Olhers 0 0 0 0 

Total 52 100.0 30 100.0 -_. __ .- _._. _-,--- -
3 Fie ld of s tud~ : 

M etal and Wood work 17 32.7 7 23.3 
f-------. 

Building Construction " 2 1.2 12 40.0 
---- -_. 

General Mechani cs 4 7.7 I 3.3 

Auto mec han ics I 1.9 0 0 
~. 

Plumber 0 0 I 3.3 
1----- -- ---

Acco unting 3 5.8 0 0 
- - --------- --
Computer 0 0 2 6.7 

1------'. 
Surveying IDraft ing 2 3.8 0 0 - _ .. 
Electric i lyl E I eel 1"0 nics 3 5.8 I 3.3 
----~-- --

Others " 2 1.2 6 20.0 
---

Total 52 100.0 30 100.0 _ L __ .. ______________ . ________ L-. 
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As indicated on item I of Table 3, the proportion of both TVET graduates accord ing to their 

respective ClAs were 19.6 percent from Ras Emeru , 18 .3 percent from Lideta, 13.4 percent 

from Filipose, 23.2 percent from Gurara, 25.6 percent from Menen. Concerning their type of 

industry, as depicted on item 2 of the same table, 32.7 percent of formal TVET graduates and 

6.7 percent of non- formal TVET graduates were engaged in building construction sector, 

whereas 67.3 percent and 93.3 percent were engaged in metal and woodwork sector 

respecti ve ly. This signifi es that almost all ClAs in Addis Ababa city are confined by the sectors 

of building construction , metal and woodwork enterprises. This indicates that the data 

represents the ideas of all those MSE operators who graduated from TVET. 

Regarding fi elds of stud ies of both TVET graduates, Construction Technology (Building 

Construction, Metal Work , Drafting, Surveying and Wood Work) constituted the significant 

proportion fo ll owed by Industri al Technology (Auto Mechanics, Electricity, Electronics, and 

General Mechanics) and Business streams (Accounting and the like). The proportions were 57.7 

percent, 15.4 percent and 5. 8 percent fo r formal TVET graduates, and 63.3 percent, 6.6 percent 

and 6.7 percent for non-formal TVET graduates respectively. 

This finding is consistent with the type of industry as depicted in item 2 of the same table that 

signifies the num ber of TVET graduates in the CIAs have been doing their MSE business 

because of the majority of the industry areas were reserved for construction, metal and 

woodwork sectors. On the other hand , very small propOt1ions of shades in the CrAs were al so 

reservcd by food process ing MSEs and the like. However, the other types of MSEs in the CrAs 

are beyond the scope of thi s research. Accord ingly, thi s finding was also consistent with the 

information that the researcher obtained through observat ion in the industry areas. 

3.2 Vocational Background of the Respondents 

Trai ning may mean a number of things . It may refer to formal , technical , and vocational 

training fo r school leavers. Training may also concern people who have worked all their li ves. 

Some tra inings link directl y with the informal labo r force, while others constitute indirect routes 

to informal sector employment and se lf-employment (Mulat and Wolday, 2000). 

In thi s respect, the vocati ona l background of the sampled respondents related to the area 

currentl y worki ng was described based on the responses obta ined on the following table. 
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TABLE 4: Similari ty of the Training to their Current Job of the Respondents 

Formal TVET Non-forma l 
No. Items Graduates TVET Graduates 

Count % COllnt % 
I Is there any simi larity of the train ino to your job? 

A. Ves 13 25.0 7 23.3 
B. A little 14 26.9 12 40.0 
C.No 25 48.1 11 36.7 

Tota l 52 100.0 30 100 .0 
2 I-lave you been trained with appropriate ski lls to carryallt your 

present job? 

A. Ves 38 73. 1 20 66.7 
B. No 14 269 10 33.3 

Tota l 52 100.0 30 100.0 
3 Did you gel gu idance and counse ling service wh ile you were 

_ in your TVET institution? 
A. Ves 18 34.6 8 26.7 
B. No 34 65.4 22 73.3 

Total 52 100.0 30 100.0 
4 Have you joined in apprenticeship program before or after you 

grad uated? 
A. Ves 34 65.4 0 0 
B. No 18 34.6 30 100.0 

1---. 
Total 52 100.0 30 100 .0 

.. 

As can be observed on item 1 of Table 4, only 25.0 percent of the forma l and 23.3 percent o f 

the non-formal TVET graduate respondents provided their responses that thei r current job was 

similar with their fi eld of stud ies. Contrad ictory to this, 75.0 percent of the formal and 76.7 

percent of the non-formal TVET graduate respondents answered that their present job was 

complete ly differen t and a litt le bit s imilar fro m the training areas that they trained for. This 

verifies Ihat the vocational trainings in both forma l and non- forma l training schools progress 

did not consider the demand of labor market and the trainees themselves. Furthermore, thi s 

findin g is consistent with 10E (2 005:4), which is briefly described in the literature rev iew. In 

many developing countries. yo uth unemployment can be higher for the more educated youth. 

This mismatch appea rs to be the result o f the ed uca tion systems not meeting the needs of the 

labor market and , partly. to the attitude of those at the highest end. 

On the other hand , respondents were asked to indicate whether or not they got appropriate 

traini ng to carry out their present job. In thi s respect, as depicted in item 2 of the same table, 

73. 1 percent of the fo rmal and 66.7 percent of the non-fo rmal TVET graduate respondents 

rep li ed that they have been trained with appropriate skill s to carryout their present job. Tn 
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connection to this issue, on ly 2 out of 52 the formal TVET grad uates and none of the non­

formal TVET grad uate respondents confirmed that they are currently attending further training 

to attain vita l ski ll s and knowledge in order to fu lfill their present job. 

As a matter o f fact, it is safe to state that their current education and training might help them to 

fulfill their sk ill gap. Moreover, the Education Sector Development Program 1II outline that 

TVET graduates are currently not meeting the expectations and demands of economic sectors. 

Therefore, as the program advocates, a consistent system including formal and non-formal 

initial and further training is vital (ES OP 111,2005: II ). 

On item 3 of Table 4, respondents were also asked to indicate that whether they got guidance 

and counseling serv ice whil e they were in their TVET institutions. To this end, only 22.0 

percent of the forma l and 9.8 percent of the non-formal TVET graduate respondents replied that 

they got guida nce and counse ling service. Contrary to this, 41.5 percent of the formal and 26.8 

percent of the non-forma l TVET graduate respondents answered that they did not obtained such 

a service while they were in their respective TVET institutions. From thi s finding, it is safe to 

state that, as Brewer (2004) revealed it, good counseling and guidance services could play an 

important role in encouragi ng di sadvantaged youth to embark on their subjects. However, most 

youth do not get vocatiunal guidance and counse ling. 

In cOlUlection to thi s, on item 4 of the same Table , respondents were also asked to specify 

whether they jo ined in apprent iceshi p program before or after they graduated . Accord ingly, no 

one of non-formal TVET grad uate joined in apprenti ceship program whereas, 41.5 percent of 

forma l TVET graduates responded that they joined in apprenticeship program. Overall, from 

the fi nding it is poss ible to deduce that relatively in non-formal TVET insti tutions the 

apprenticeship program was not practi ced properl y. This implies that a ll the resources 

(financ ial , hu'man, materi a l and ti me resources) allocated for non-formal training were 

absolutely wasted if improper apprenticeshi p was conducted for both types of TVET graduates. 

In add ition, these graduates in order to fit their current job, apprenticeship is mandatory, as the 

assumption provided in the literature part of this study by Zidennan (2003: 148), Apprenticesh ip 

Tra in ing is a key method fo r cmployment. 
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3.3 Descriptions Related to Self-employment 

TABLE 5: Respondents' Account as Self-employed or Unemployed 

Forma l TVET Non-formal 
No. [ tel11s Graduates TV ET Graduates 

Count % Count % 
I Were you self-employed before ens as ed into CIAs? 

A. Yes 10 19.2 6 20.0 
B. No 42 80.8 24 80.0 

Total 52 100.0 30 100.0 

2 If your answer is "Yes", what was the maj or source of 
income to start your previou s business? 
A. Micro financia l institu tions (banks) 1 10.0 0 0 
B. Selling household furni ture 0 0 0 0 
C. From your previous saving 3 30.0 1 16.7 

D. Rent part of house 0 0 0 0 

E. Support from relat ives 6 60.0 5 83.3 

F. Support from NG O or government 0 0 0 0 
--=----G. Others spec ify 0 0 0 0 

Total 10 100.0 6 100.0 

As indicated on Table 5 of item I, of the total respondents those who were self-employed 

before engaged into CIAs accounted for 19.2 percent of the formal and 20.0 the non-formal 

TVEr graduates. However, as the finding revealed it, the majority of the formal and non-formal 

TVET graduate respondents were not self- employed. That constitutes 80.8 percent and 80.0 

percent respecti ve ly. Thi s finding is consi stent with according to Derebssa (1997:9) explained 

straightforwardly by comparing among nations that in many developing countries, attention is 

being focused on widespread and growing unemployment among young people, most of whom 

have attended schools varying lengths of time and cannot find works which match their 

aspirations or their potential abilities. 

Moreover, those respondents who establi shed their own business were asked to indicate the 

major source of income at the time of start-up. To this end, as shown on item 2 of the same 

Table, support from re lati ves constituted the significant proportion followed by from their 

saving; the proportions were 60.0 percent and 30.0 percent for formal rVET graduates, and 

83. 3 percent and 16.7 percent for non-formal TVET graduates respectively. This finding is 

consistent with Finnegan ( 1999:4) and ADS/OECD (2005:229) stated that the main source of 

capital for own enterpri se start-up is personal savings or borrowing from relatives and friends. 
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TABLE 6: Determinants of Self-employment of TVET Graduates 

Formal Non-formal 
TVET TVET t- p-va lue 

No. Determinants of Self-employment Graduates Graduates calcula 
(N=52 (N=30 ted 
Mean SO Mean SO 

a Lack of loan facilities (poor access to credit) 2.21 .667 2.17 .379 .338 P> ex: 

b Insufficient skills and knowledge 
4.50 1.038 4.57 .504 -.329 P> ex: 

c Absence of job opportunities in your locality 1.67 .474 1.87 .346 -1 .95 P> ex: 

d Lack of working premises 
1.15 .364 1.00 .000 2.307 P> ex: 

e Biased what to do (lack of awareness) 3.90 1.718 4.80 0407 -2.80** P < ex: 

f Lack of work experience 4.04 .862 4.73 .52 1 -4.00** P < ex: 
0 Lack of capital to start business 1.25 0437 1.53 .507 -2.66** P < oc ~ 

h High market competition 3048 .939 3043 .568 .25 1 P > ex: 

i Discouraging local market conditions 2.21 .667 2. 17 .379 .338 P > ex: 

J High level of Taxes 1044 .502 1.67 .479 -1.98 P > ex: 

k (Electric, water, telephone) 3.44 .752 4.03 .556 -3 .75" P < ex: 

I Availabi lity of insufficient raw material 3.00 .863 3.43 .728 -2,31 P > ex: 

m Gett ing registration is tedious 4.56 .9 16 4.80 0484 -1.34 P> ex: 

n Government policy towards self-employment 4.46 1.146 4 .73 .640 -1.19 P > ex: 

0 Society attitude towards se lf-employment 4 .35 1.027 4.53 .776 -.865 P > oc 

p Lack of managerial experience(Entrepreneurship) 3.75 1.203 4.73 .521 -4.24*· P < ex: 

q Uncertainty about the economy 1.92 .436 2.00 .643 -.644 P > oc 
r Crime, corruption and theft 4.33 1.133 4.53 .507 -.943 . P > oc 

s I Political instability 3.48 .852 3043 .568 .272 P > oc 

( ** Significant at oc = 0.01 ) 

Choices about job and careers are rarely freel y made. They are enabled and constrained by 

numerous factors (Rol fe and Nadeem, 2007: I). In this regard, youths could mention many 

specific problems that they face in their day-to-day li ves . 

As can be seen on Table 6, the resu lts of t-test on the major determinant factors of self­

employment show that there was no stati st ically sign ificant di ffe rence between the fo rmal and 

non-formal TVET graduates at an a lpha less than 0.0 1 level for all items except e, f, g, k and p. 

Thi s indicates that there was no differe nt perception on the major determinant factors of self­

employment between Ihe respondents. 
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However, for the remaining items o f e, f. g, k and p, there was stati sticall y significant difference 

between the forma l and non-formal TVET graduates at an alpha less than 0.0 I level. 

Furthermore, when thi s diffe rence was examined, each mean value of items e, f, g, k and p were 

greater in the non-fo rmal TV ET graduates than in the formal TVET graduates. 

Therefore , from the aforementioned di scussion, the two groups (both TVET graduates) have 

onl y some signi fi cant degree of co rrelation in their evaluation of the determinant factors to start 

a business as self-employed. Furthe rmore, one o f the results is completely contrary to the 

explanation provided in the literature by UNCTAD (2005:8) which stated that access to credit is 

not a major constraint for youth 's business at start-ups. 

3.4 Descriptions Related to (Un)employment 

TABLE 7 : Respondents' Employment Background 

No. Ilems 

I Did you gel wage employment aft er your graduation? 

A. Yes 

B. No 
•.. 

Tota l 

2 W ere you ready 10 work other than in government 
organizations? 
A. Yes 

B. No 

Total 

3 For how long were you unemployed after graduation? 

A. Less than 3 monlhs 

B. Between 4-6 months 

C. Between 7- 12 months 

D. Greater than 12 months 
-----

E. NOlunemployed 
1---. 

Tota l 

4 Were you registered as ajob seeker ror vacanc ies? 
f-

A. Yes 
I-----c 

B.No 
1---- ._--_._-_. 

Tot al 
--

Formal T VET Non-forma l 
Graduates TVET Graduates 
Count % Count % 

19 36.5 12 40 .0 

33 63.5 18 60.0 

52 100.0 30 100.0 

50 96.2 28 93.3 

2 3.8 2 6.7 

52 100.0 30 100.0 

9 17.3 4 13.3 

9 17.3 6 20.0 

3 5.8 4 13.3 

21 40A 11 36.7 

10 19.2 5 16.7 

52 100.0 30 100.0 

16 30.7 10 33.4 

36 69.3 20 66.6 

52 100.0 30 100.0 

The pUlpose o f TVET is to prepare human beings to the world of work. Cogni zant of this, the 

training program also can be evaluated by the placement of its graduates to get job. 
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As presented on item I of Table 7, 63.5 percent of the formal and 60.0 percent of non-formal 

TVET graduates rep lied that they didn ' t get wage employment after graduation. This implies 

that the objective stated by the TVET strategy becomes dubious regarding employment. As 

clearly put in the literature review, self-employment and demand driven approach have been 

paid attention by the TVET strategies (MOE, 2003 :3). However, in the absence of such 

consideration, no TVET could play much to the country's development because expansion and 

diversification on-VETs cannot be an end in itself (Wanna, 1992:41). 

On the other hand , as ill ustrated in same Table of item 2, respondents were also asked to specify 

their readiness to be engaged in organi zations other than government wh ile they are searching a 

job after graduation. Accordingly, 96.2 percent of the formal and 93.3 percent of the non-formal 

TVET graduates replied that they were eager to be involved in organizations other than 

government ones. It is possible to deduce from this finding that there was some kind of 

attitudinal change in both TVET graduates that they are not expecting government employment. 

Contra ry to thi s, only 3.8 percent of the formal and 6.7 percent of the non-formal rVET 

graduates were never ready to work in government re lated jobs. This finding is also consistent 

to what Mulat and Wolday (2000) stated in the literature review that trainees with diplomas 

were more interested in pursuing white-co llar employment. 

As far as the status of unemployment of respondents is concerned, the status of both TVET 

graduates before engaging in to their current MSE business were assessed. Accordingly, as 

depicted on item 3 of Table 7, more than 46.2 pe rcent of the formal and 50.0 percent of the non­

formal TVET graduates repl ied that they were unemployed for about 7 months and above. 

Similarly, 34.6 percent of the formal and 33.3 percent of the non-formal TVET graduates were 

unemployed less than 6 months. Contrary to this, the remaining 19.2 percent of the formal and 

16.7 percent of the non-formal TVET graduates were never unemployed. 

From this finding, it is possib le to deduce that those never faced the unemployment problem 

were part time workers while they were learn ing the training. When they graduate, they directl y 

started a fu ll time job of their own or for wage. That's why they never faced such a problem. 

Moreover, thi s finding has positive correlation with the World Bank's (2006:53) report about 

the Ethiopian case which suggests that the performance of Ethiopia's urban labor markets has 

been di sappointing because of the average duration is long to have a job. 
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On the other hand , respondents were also asked to state whether they were regi stered as a job 

seeker for vacanc ies in public organi zations whil e they were searching for a job after 

graduation. Acco rdingly, onl y 30 .8 pe rcent of the formal and 33.4 percent of the non-formal 

TVET graduates replied that they were registered as job seekers for vacancies. However, the 

remaining 69.3 percent of the formal and 66.6 percent of the non-formal TVET graduates were 

never registered. In fact, in Ethiopia. the Ministry of Labor and Social Affairs (MOLSA) is 

responsible for registration of job seekers and vacancies. It al so recruits candidates to 

employers. However, labor market information is scarce, and overall is not available to all job 

seekers (Brehanu et aI., 2005:34). 

TABLE 8: Reasons for Unemployment 

Formal TVET Non-formal TVET 
No. Item Graduates (N~33 ) Graduates (N~ 18) 

Mean Value Rank Mean Value Rank 
I If yoll were unemployed after graduation, what was/were 

the major Three reason(s) for!!Q! gett illg job 
(unemployment) after graduati on? 
A. Lack of labor market information system and the 

5.00 2 4.06 2 
mismatch of demand and sueEh~ in the labor market 
B. Lack of access to vacancy adverti sements 4.00 3 4.17 3 
C. Absence of job opportunities in my district and 

5.77 1 5.17 1 
Misconce~ti on (underestimation) of my sk ill 

D. Lack of interest to '.!,lark 1.00 0 206 0 -
E. Lack of capi tal 3.00 0 2.78 0 
P. Insufficient ski lls and knowledge 2.00 0 206 0 

N. B: rs= Coemcient of rank correlation == I 

Okojie (2003:6) argues that the causes of youth unemployment in SSA are complex and 

multidimensiona l. As indicated in Tabl e 8, the respondents from both the formal and non­

fo rmal TVET graduates under the study had similar perception in ranking for the major tlu·ee 

reasons that hindered them from getting employment after graduation. Of the three major 

reasons, absence of job opportunities in their locality and misconception (underestimation) of 

their skill were the principal problem. Moreover, the lack of labor market information system 

and the mi smatch of demand and suppl y in the labor market were the second major problem 

followed by the lack of access to vacanc y adverti sements. This finding is also consistent with 

the misconception of youth definition by the ILO (2006:6). 
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3.5 Descriptions Related to (Under/Full)employment 

TABLE 9: Aspiration for Work and Level of Productivity of Respondents 

Forma l TVET Non-forma l 
No. items Graduates TV ET Graduates 

Count % Count % 
I For how many hours do you wan I to work per week? 

A G reater than 40 hou rs 39 75.0 23 76.7 
B. Between 30-40 hours 13 25.0 7 23.3 

C. Between 20-30 hours 0 0 0 0 
Tota l 52 100.0 30 100.0 

2 What is yo ur ente rprise's current progress of product ion 
capac ity? 
A. Full producti on capacity 4 7.7 0 0 
B. Lim ited prod uct ion capac ity 8 15.4 4 13.3 
C. Under production ca pacity 40 76.9 26 86.7 

Tota l 52 100.0 30 100.0 

3 Current ly, are you look ing for anothe r job? 

A. Ves 44 84.6 28 93.3 

B.No 8 15.4 2 6.7 
Tota l 52 100 .0 30 100.0 

As can be seen from item I of Tab le 9, 75.0 percent of the formal and 76.7 percent of the non­

formal TVET graduates repl ied that they desire to work greater than 40 hours per week. The 

remaining 25.0 percent of the formal and 23.3 percent of the non-formal TVET graduates 

repli ed that they w ish to work between 30-40 hours per week. Th is implies that youth TVET 

graduates are eager to wo rk if the job is ava ilable. Thus, accord ing to the 16
th 

ILO's resolution 

in October 1998 definition of underemployment, those TVET graduates were found in 

underempl oyment condition. 

One of the measurements o f underemployment of workers in one country is productivity. Item 2 

of the same Table deal with the current production capacity of enterprise 's in the CIAs. To thi s 

end , only 7.7 percent of formal TVET grad uates repli ed that their current enterprise was found 

in full producti on capaci ty. Contrary to thi s, all ( 100.0 percent) of the non-formal and 92.3 

percent of the formal TVET grad uates responded that their current enterpri se was found in 

under and li mited producti on capac ity. This result is associated to the CSA survey held in 2002 

about underutilizati on of tirms in Ethiopia indicated briefl y that the majority of enterpri ses ' 

working capac ity of in thi s country was under effi ciency. 
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Regarding the current desire fo r another work o f both TVET graduates, item 3 of Table 9 

asserts that the majority of respondents, that is 84.6 percent of the formal and 93.3 percent of 

the non-formal TVET graduates, repli ed that they are currently looking for another job. This 

finding shows that both types of respondents did not have adequate employment situations. As 

the 16th ILO' s resolut ion In October 1998, recommended that measurements of 

underemployment defined as all persons in employment who satisfy the following three criteria. 

(i) Working less than a tlu·eshold relating to working time, (i i) Willing to work additional hours; 

and (ii i) Available to work additional hours. 

TABLE 10: Status of Employment for the Last Seven Days (Before the Day of the Survey) 

Formal TVET Graduales Non-formal TVET Graduales 
Item (N~52 ) (N~30) 

Mean SO Min. Max. Mean SO Mill. Max. 
How many hours did you 
work for Ihe la51 seven days? 30.57 7.02 12.0 44 .0 30.56 5.58 16.0 40.0 

Mean - Mean Hour for the last 7 days, SO - Standard Deviation, Mm.- Min imum, Max.- MaXimum 

One of the measurements of producti vity is working hours of the labor force in the work places. 

In this regard, as can be seen from Table 10, the mean working hours of the formal and non­

formal TVET graduates for the last seven days before the day of the survey were 30.57 hours 

and 30.56 hours. furthermore, the minimum working hours in the work places fo r formal and 

non-formal TV ET graduates were 12.0 hours and 16.0 hours whereas the maximum working 

hours were 44.0 hours and 40.0 hours respectively. 

This finding also positively consistent with regard to uti lization of labor force in working hours, 

the National Labor Force of 1999 reports that the mean number of hours worked (it has been 

computed based on the number o f hours worked in last seven days) was under 40 hours per 

week in the Ethiopian contex t. Moreover, thi s ascertains that the sample respondents were 

working less than the standard ized wo rking hours for Federal Civi l Servants that is 40 hours per 

week. 
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TABLE 11: Factors that Lead to Underutilization 

Rated by Rated by 
No. Factors that Lead to Underntilization MSE Both TVET Di Di2 

Facilitators Graduates 

I Lack of in fra struelUre (Eleelr ie, Water, Telephone, 3 2 I I 

First Aid IClinic, Transp0l1 . Toilet , Fire Extinguisher, 

Road, Recreation center etc .. ) 

2 Inadequate skil l 9 10 - I I 

3 Lack of house or distance from residence 10 9 I I 

4 Inconvenience of working place 8 8 0 0 

5 Lack of Illarketing place 2 3 -I I 

6 Lack of modern technical instruments 4 4 0 0 

7 Shortage (low quality) of raw material supply 6 5 I I 

8 Ex istence of sim ilar products wi th least price. 7 6 I I 

9 Personal (health and related) probleill . II II 0 0 

10 Lack of will ingness of MSE facilitators 5 7 -2 4 

II Shorlage/lack of recurrent finance I I 0 0 

2:=0 2:=10 

N= 11, rs= 0.994, Significance at oc = 0_05, Critical Table value is ll..l.Jil! 

As shown in the spearman ratlk-order correlation coefficient of Table II, the observed va lue 

(0.994) is greater than the critical value (0 .168). Therefore, the two groups (MSE facilitators 

and both TVET graduates) have significant degree of correlation in their evaluation of the 

current factors that lead to underutili zation ofTVET graduates in the industry area. 

Accordingly, shortage of recurrent finance. lack of marketing place, lack of in frastructure and, 

lack of modern technica l instruments were ranked first to fourth respective ly. This concisely 

revea ls that out of all the current factors that lead to underutilization of TVET graduates in the 

industry areas shortage of recurrent finance was the prime determinant factor. 

The result supports the explanation provided in the literature that limited access to finance can 

have two results. First. it may preven l a yo ung man or woman from initiating their business 

idea. The second result is that people who start a business do so under-capitali zed (White and 

Ken yon, 2002 :20). 
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On the other s ide of the continuum, personal (health and related) problem, lack of house or 

distance from res idence, inadequate skill , and inconvenience of working place were ranked as 

least determinant factors that lead to underutili zation of TVET graduates in the industry areas. 

The other three factors were ranked in between the two ex tremes. 

The ranks made by the two groups of respondents genera lly assured that out of the current 

facto rs that lead to underuti li zati on of TVET grad uates in the industry areas particularly 

shortage of recurrent finance, lack of marketing place, and lack of infrastructure have a 

significant role to play in determ ining the proper utili zation or underutili zation of the TVET 

graduates in their respective CIAs. 

TABLE 12: Description of Sustainability and Future Employment 

Formal TVET Non-formal 
No. Items Graduates TV ET Graduates 

Count % Cou nt % 
I Is the market situation is .£.ood currently? 

A. Yes 6 11.5 1 3.3 

B. No 46 88.5 29 96.7 

Tota l 52 100.0 30 100.0 
2 If your answer is "No" for item " I ", what is(are) the 

reasonCs)? 
A. My product is not att rac tive 3 6.5 2 6.9 

B. Less product fini shing output (underutilizat ion) 19 41 .3 11 37.9 

C. Competition and lack of demand 8 17.4 8 27.6 

D. Lack or awareness how to handle market 
16 34.8 8 27.6 

Network w ith cListomers 
Tota l 46 100.0 29 100.0 

3 What is your future plan with your enterprise 's act ivity? 

A. Maintain ex isting product ion Iservices scale 8 15.4 5 16.7 

B. Expand the exis ting enterprise scale 31 59.6 16 53.3 

r-c.i5Tversiry the existing e-nterprisc production 9 17.3 6 20.0 

D. To shuldown the enterpri se and seek olher job 2 3.8 2 6.7 

r Eo I don ' , know 
-

2 3.8 1 3.3 
1----

Tota l 52 100.0 30 100.0 

These days, how to handle any kind of a business is not an easy task for any body. On the other 

hand, some strategies cou ld help to fac ilitate and make continuous sustainable of income 

generation for the operator her/him sc i f. To thi s end, as shown on item I of Table 12, 88.5 

percent of the fo rmal and 96.7 of the non-formal TVET graduates under the study replied that 

there was no attracti ve market currently that makes them to get sustainable employment. 
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In connection with this , on item 2 of the same Table, respondents were asked to indicate the 

main reason that leads thei r business into lack of market. Acco rdingly, 41. 3 percent of the 

fo rmal and 37.9 percent of the non-formal TVET graduates reported that underutili zation was 

the major reason for the lack of market. Moreover, 34.8 percent of the formal and the 27.6 

percent of the non- formal TVET graduates reported that lack of awareness how to handle the 

market network wi th customers was among the main reasons for the lack of current market. 

Fo llowing thi s, 17.4 percent of the fo rmal and 27.6 percent of the non-formal TVET graduates 

reported that competiti on was also the other reason for lack of market. 

As far as the current market of those enterprises for sustainable employment creation IS 

concerned, as depicted in item 3 of the same table, 59.6 percent of the formal and 53.3 percent 

the non-formal TVET grad uates assured that to expand their existing enterprises ' scale followed 

by 17.3 percent of the formal and 20.0 percent the non-formal TVET graduates wished to 

diversify their ex isting enterpri ses' production. Contrary to this, 3.8 percent of the formal and 

6.7 percent the non-formal TVET graduates had an aspiration to shutdown their enterprise and 

intended to seek other job. 

The above finding strengthens the asserti on that having skill , knowledge and enterpri se 

facilities could not create susta inab le market and employment. Moreover, as stated by Axmann 

(2004:6), training alone never creates jobs. 

3.6 The Role of MSE for Employment 

MSEs play an essenti al rol e in securing income and employment for millions of people and in 

creating new jobs. Furthermore, the deve lopment of MSEs by and for yo ung people represents 

an essent ial source of employment creation for youth (Sievers et aI., 2003) and Todaro (2000). 

In thi s respect, the ex isting pract ices of the sampled MSE operators that encouraged them in 

order to participate into this business area was described based on the responses obtained on the 

fo llowing table. 
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TABLE 13: Push and Pull Aspects into MSE 

Formal TVET Non-formal 
No. Items Graduates TVET Graduates 

Count % Count % 
I Did YO LI know while YOll were in your rVEr center the 

benefits of the MSE Deve lopment Aoe ncy? 
A. Yes 9 17.3 4 13.3 

B.No 43 82 .7 26 86.7 

Total 52 100.0 30 100.0 

2 In what activity you were engaged before you joined in to 
your current enterprise? 
A. Studen t 4 7.7 2 6 .7 

B. Daily laborer 10 19.2 9 30.0 

C. Employed in government business 6 11 .5 2 6.7 

D. Operate my own III iero enterprise activity 10 19.2 6 20.0 

E. Unemployed (for short or long time) 19 36.5 10 33.3 

F. Employed in non-government busi ness 3 5.8 1 3.3 

Tota l 52 100.0 30 100. 0 

3 Why did you choose to join in to MSE business activities? 

A. I cou ld not have allY other option 29 55.8 17 56 .7 

B. Other activities were occupied by many people 0 0 0 0 

C. The cooperative MSE activity has good return (benefit) 20 38.5 11 36.7 

D. Because [ saw my fri ends lather peop le do it 3 5.8 2 6.7 

E. Forced by government 0 0 0 0 
To tal 52 100.0 30 100.0 

One of the most important contributions of MSEs to the national development is the creation of 

employment. However, as shown on item I of Table 13, 82.7 percent of the formal and 86.7 

percent the non-formal TVET graduates replied that they didn ' t know the benefits of the MSE 

Development Agency while they were in their TVET institutions. 

Respondents were a lso asked. as stated on item 2 of the same Table, to identify in what 

activities the y were engaged before they joined in to their current enterprises. To thi s end, 

unemployed (for short or long time) consti tuted the significant proportion fo llowed by daily 

laborer and operate my own micro enterpri se activity; the proportions were 36.5 percent, 19.2 

percent and 19.2 percent for formal TVET graduates, and 30.3 percent, 30.0 percent and 20.0 

percent for non-fonnal TVET graduates respecti ve ly. 
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Item I of Tab le 13 deals with the mai n reasons that engage TVET graduates in to their current 

MSE acti viti es. To thi s end, 55 .8 percent of the formal and 56.7 percent the non-formal TVET 

graduates respondents mentioned that they were engaged in the acti vity because they could not 

have any other options. Around 38. 5 percent of the fo rmal and 36.7 percent the non-formal 

TVET graduates pointed out that they are invo lved in the activity with the expectation of the 

cooperative MS E act ivity has good return and earnings whil e other respondents (5 .8 percent of 

the form al and 6. 7 pe rcent the non-formal TVET graduates) pointed out because of they saw 

their friends or other people doi ng it. 

T hi s is a clear indication , as stated by Sziraczki and Reerink (2005:9), that self-employment in 

developing countries is a last reso rt for those unable to secure stable wage employment but are 

in need of income. As a resu lt, acco rdi ng to Dubois (1998: 18), through its various forms the 

se l f-e mployment. micro-ente rprises. and small industries appeared as the best answer as an 

opti on. 

TABLE 14: Respondents' Opinion on the Relevance of MSE for Employment 

MSE Formal TVET Non-formal 
No. I tCt11 5 Fac i I itators Graduates TVET Calcu lated p-

Graduates X' va lue 
Count % Count % Count % 

I Does the existence of the 
industry areas contribute to 
~~ate se l f-~p loyl11 e nt ? _ _ 

A. Ves 18 80.0 42 80.7 20 66.6 

B. No 2 20.0 10 19.3 10 33.4 
4.205 P > oc 

Total 20 100 52 100.0 30 100.0 

*s ignificance at alpha leve l 0.0 I 

An examinatio n of Table 14 illuminates about the relevance and ex istence of the CIAs for 

employment creation and incomc generation fo r youth TVET grad uates. As it was clearl y 

revealed in the Tab le, the chi -squarc resu lt ind icates that there is no stati sticall y significant 

difference at an alpha less than 0.0 I level. This ind icates that there was no diffe rent perception 

amo ng the respondents of MSE faci litators, form al and non-formal TVET graduates about the 

exi stence of the C lAs for employment creation and income generati on for youth TVET 

grad uates. It is poss ible to deduce that those estab li shed MSEs in the CIAs provided the most 

im portant contributi on to income generat ion and wider creati on of employment. 

64 



Furthermore, thi s fi nding is consistent with the Kenyan experience, as stated by Kimuyu and 

Omiti (2000:3) that MSE sector in Kenya is important for employment generation, wealth 

creation and we i fare. 

TABLE IS: Res pondents ' Attitude for and Motivation into CIAs 

Formal TVET Non- fo rmal 
No. Items Graduates TVET Ca lculated P-value 

Graduates X' 
Count % Count % 

I What was yo ur atti tude about 
th is CIA be fore you ioined here? 
A. Posi tive 50 96.2 28 93.3 

B. Negative 2 3.8 2 6.7 

C. I don' t know 0 0 0 0 0 .326 P > ex: 
Tota l 52 100.0 30 100.0 

2 Who mot iva ted you to j oin into 
th is enterprise? 
A. My fam ily and friends 9 17.3 4 13.3 

B. Kebele MSE fa cilitators 38 73.1 24 80.0 

C. My vocationa l counse lor S 9.6 2 6 .7 

D. Others 0 0 0 0 

Total 52 100.0 30 100.0 
.. _--- -------
*s lgndicClnce at alpha leve l 0.0 I (Dil ly for the chi-square result) 

As already stated in the literature, soc io-economic growth and industrial expansion of large­

sca le ente rprise has o ften failed to prov ide adequate employment opportunities for large 

segments of the lobar fo rce in the deve loping coun tries . Ethiopia, with its huge and rapidly 

increasing population, has faced a long histo ry of urban unemployment and rural under 

employment. To all ev iate the problem. MSEs can be taken as a solution. Thus, MSEs are the 

most labor intensive and are quite important in job creation and providing gainful employment 

opportuni ties at a relati vely low capital. 

Item I of Table 15 deals with the atti tude o f both TVET graduates about the industry areas 

before they joined there offi cial ly. Hence, the chi-square result indicates that there is no 

stati stically signifi cant difference at an alpha less than 0.01 level. Thi s indicates that there was 

no diffe rent atti tude among the respondents of fo rmal and non-formal TVET graduates about 

the industry areas before they joined there offi cially. It is poss ible to deduce that those TVET 

grad uates had posit ive att itude fo r establishing thei r MSEs in the CIAs. This detection is also 

consistent wi th ILO (200S b) statement that the double nature of a cooperati ve as an enterpri se 
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and an assoc iat ion contributes to making them congenial workplaces for the youth. 

Consequentl y, these bus iness areas could provide in the form of cooperati ves: affordab le 

workspace, shared facilities, training places, and access to external networks fo r youth 

entrepreneuri a l groups, thereby he lping to promote venture creation (F innegan, 1999; White 

and Kenyon, 2002). 

Regarding the moti vation that both TV ET graduates got in order to engage themselves in to 

MSE busi ness, as illustrated on Tabl e 15 of item 2, respondents were also asked to indicate 

their source of moti vatio n. To thi s end, 73.1 percent of the formal and 80.0 percent the non­

formal TVET graduates portrayed that they got from Kebele MSE facilitators. Moreover, 17.3 

of the formal and 13.3 percent the non-formal TVET graduates replied that they got fro m their 

fam il y and friends. The remaining 9.6 percent of the formal and 6.7 percent the non-formal 

TVET graduates responded that they got the motivation from their vocational counselor. 

3.7 The Extent of Crcdit Facilities and Financial Status of TVET Graduates 

TABLE 16: Status of Respondents' Income and Saving 
_. 

Forma l TVET Non-formal TVET 
No. items Graduates G raduates 

Count % Count % 
I Did your income increase afte r 

you started your enterprise? 
A. Ves 30 57.7 16 53.3 

B.No 22 42.3 14 46.7 

Tot a l 52 100.0 30 100.0 

2 Do you have saving account that 
you opened so far? 
A. Ves 15 28.8 11 36.7 

B.No 37 71.2 19 63.3 
f---

Tota l 52 100.0 30 100.0 

Accord ing to the li terature, one or the most important contributions ofMSEs to the economy in 

general and to the operators' livelihood in particular is the generation of income. As depicted on 

Table 16 o f item I, about 57.7 percent of the formal and 53.3 percent the non-formal TVET 

graduates reported that thei r major source of income increased after they started their current 

enterpri se. Contrary to thi s. 42.3 percent o f the formal and 46.7 percent the non-formal TV ET 

graduates po inted out that thei r income didn ' t increased after they started the current enterprise. 
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On the other hand, as shown in the same Table o f item 2, respondents were asked to state 

whether they opened so far a saving account in a bank. Accordingly, onl y 28.8 percent of the 

formal and 36.7 percent the non-formal TVET graduates responded that they do have a saving 

account in a bank. However. the remai ni ng respondents, that is, 7 1.2 percent of the fo rmal and 

63.3 percent the non-formal TVET graduates replied that they didn ' t open a book yet. Thi s 

fi nd ing is consistent with ADS 's (2006) statement that Ethiopia ' s domesti c resource 

mobi lizati on effort is low and refl ecting low domestic savings rate among SSA countries. 

TABLE 17: Present Source of Finance of the Respondents' Business 

Formal rVEr Non-formal 
No. Items Graduates rVEr Graduates 

Count % Count % 
I What was the major source o f fi nance when you slart and run 

your curren t enterpr ise 
A. Micro fin ancia l institutions (banks) 49 94.2 30 100.0 

B. Sell ing household furnit ure 0 0 0 0 

C. From private savings 0 0 0 0 
--=:. 

D. In formal loan (from Arata) 0 0 0 0 

E. Support frol11 relati ves 0 0 0 0 

F. Support from NGO or governm ent 0 0 0 0 

G. Others 3 5.8 0 0 

Tota l 52 100.0 30 100.0 

2 Is the loan obtained th rough providing corporeal collateral? 

A. Yes 0 0 0 0 

B.No 49 100.0 30 100.0 

3 Did you (or your enterp rise) return (he loan? 

A. Yes 3 7. 1 2 6 .6 

B.No 46 92 .9 28 93 .4 

Tota l 49 100.0 30 100.0 

4 If your ans\ver is "No", what was the reason? 

A. Because th e interest is hi gh 17 37.0 12 43.0 

B. Because the current marke t is not good 25 54 .3 14 50.0 

C. Because of bankruptcy 4 8.7 2 7.0 

Total 46 100.0 28 100.0 
r ; 

Could you say that your product ion is in problem due to lack ) 

or loan? 
A. Yes 7 '135 2 6.7 

B.No 45 86.5 28 93.3 

Total 52 100.0 30 100.0 
._-_. 
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According to the literature review, wo rking capital avai labi lity is the leading factor for the 

development of any business activity. It determines a firm 's choice of investment, employment, 

and other related activit ies. Hence, the source of finance to engage into MSEs in addition to the 

owner's fund can be formal or informal financial institutions. The formal sector includes 

commercial banks, and other financia l institutions, while the informal sector includes private 

moneylenders, relatives, as wel l as traditi onal source such as Arata. 

Respondents of the survey were asked abo ut their start up capital of their current enterprise. On 

item I of Table 17 shows that 94.2 percent of the formal and 100.0 percent the non-formal 

TVET graduates responded that their source of start up capital was from MFls. Not negligible 

part (5. 8 percent of formal TVET graduates) reported that their source of startup capital was 

from other sources. 

Furthermore, both TVET graduate respondents were asked to state whether or not the loan 

obtained through provid ing corporea l co llateral. As illustrated on item 2 of the same Table, all 

(100.0 percent) of the respondents from both parties replied that the loan was obtained without 

providing corporeal co llateral. It is safe to deduce from this finding that the government 

provides thousands of Birr for those who organized themselves in the CIAs particularly without 

requesting corporeal co llateral. 

Concerning returning back of the loan to the lender body, as shown on item 3 of Table 17, only 

7.1 percent of the formal and 6.6 percent of the non-formal TVET graduates reported that their 

loan was amortized on time. Nevertheless, 92 .9 percent of the formal and 93.4 percent of the 

non-formal TVET graduate respondents replied that their loan yet not returned. Consequently, 

both respondents we re a lso asked what's wrong with the amortizing process. As shown on item 

4 of Tabl e 16, among the reasons the current market is not good for it constituted a significant 

proportion fo ll owed by the interest rate is high and because of bankruptcy; the proportions were 

54.3 percent, 37.0 percent and 8.7 percent of the formal, and 50.0 percent, 43.0 percent and 7.0 

percent of the non- formal TYET graduates respecti vely. 

As far as the current demand of loan for the enterprises capacity building is concerned, as 

illustrated on item 4 of thc Table 17, respondents were asked to portray that their production is 

in problem due to lack of loan. The maj ority, that is, 86.5 percent of the formal and 93.3 percent 

of the non-formal TVET graduate respondents replied that their production is in problem due to 
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lack of loan. The remaining 13.5 percent of the formal and 6.7 percent of the non-formal TVET 

graduate respondents replied that the loan is not necessary ri ght now. 

In genera l, from the above items of ana lysis of financial issues, one can understand that there 

was a loan support for MSE operato rs in order to run their business, however, the repayment 

procedures seem not given due attention to payback on time. 

3.8 The Extent of BOS Facilitation for TVET Graduates 

As clearl y defined by Anderson (200 1:5), BDS is all external non-financial support to MSEs 

that increases their operational capacity, access to markets, management skills, financial 

efficiency and access to netwo rks that enable a number of MSEs to access markets, know-how, 

networks, information, etc. [n thi s respect, the ex isting pract ices of BDS fac ilitations for the 

sampled MSE operato rs encouraged them in order to enthusiastically participate in their 

business area. 

TABLE 18: Condition of Market Network and BDS Facilitation for Respondents 

Formal TVET Non-formal 
No. Item s Graduates TVET Graduates 

Count % Count % 
I Ha ve YO ll re~eived any (el'illli ca l ~pno rl to run vour enterprise? 

A. Yes 43 82.7 26 86.7 

B. No 9 17.3 4 13.3 

Tota l 52 100.0 30 100.0 

2 Do you (or your enterprise) want ass istance ofBDS currently? 

A. Yes 52 100.0 30 100.0 

B.No 0 a 0 a 
TOlal 52 100.0 30 100.0 

3 Where do you sell your products? 

A. AI the work place 50 96.2 30 100.0 

B. AI the market place 0 0 0 0 

C. In your branch (display) shop 0 0 0 0 

D. To the whole sell ers 2 3.8 0 0 

E. Direct ly to consumers accord ing to thei r order 0 0 0 0 

Tola l 52 100.0 30 100.0 
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In light of the above di scussion, on item I of Table 18, respondents were asked to indicate that 

whether they received an y technica l support to run their current enterprise. The majority of 

respondents, 82.7 percent of the formal and 86. 7 percent of the non-formal TVET graduates, 

replied that they took add itional technica l support by 80S providers. 

One hundred percent of both TV ET graduates, as shown on item 2 of the same Table, positively 

replied that currently they need ass istance of 80S. Furthermore, regarding the market place of 

those enterpri ses, respondents were asked to indicate where they usuall y sell their products. One 

hundred percent of the non-formal and 96.2 percent of the formal 86.7 TVET graduate 

respondents rep li ed that they sel l their products at the work place. From thi s finding it is 

poss ible to deduce that there is no readymade di splay shop or market place for those 

enterpri ses. Thi s revea ls that the ex planation provided by White and Kenyon (2002) that 

although a shared workspaces and market places can be found in different forms in many 

countries, there appears to be few wh ich specifically address the needs of young men and 

women. 

Similarly, as Wolday and Gebre hi wot (2006) indicated that, in Ethiopia, the impact of acquiring 

BOS in benefiting MSE operators is signifi cant. In spite of these positive developments in BOS 

market in Add is Ababa, there are deficiencies in meeting needs of MSE operators. Particularl y, 

Zewede and Associate (2002), reported that some of those MSE operators who have some 

knowledge of BOS do not seem to ful ly appreciate the benefits that these services can provide 

in terms of improving the performance o f their business operations. 

In summation , acco rding to the responses secured fo r the open-ended questions forwarded to 

the respondents ofMSE officers, the current major problems ofTVET graduates are: 

~ lack of display for their products and absence o f entrepreneurial initiat ive; 

~ lack of furni shing and fini shing ski ll s for a given product by their customers; and 

~ restri cted market opportunities onl y to government projects until they returned back 

thei r loan to the lender MFIs. 
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On the other hand , the respondents of both TVET graduates stated their problems related to: 

" negati ve attitudes of the communities towards the young workers found in CIAs 

and the ir products; 

" lack of add itional 80S facilit ies and market place (product di splay); and 

" lack of capital and absence of support from concerned MSE officials. 
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CHAPTER FOUR 

SUMMARY, CONCULUSIONS AND RECOMMENDATIONS 

This chapter incl udes summary of the major findings, conclusions and recommendati ons of 

the st ud y, 

4.1 Summary 

The prime purpose of thi s resea rch was to investi gate the Role of MSE in Reducing Youth 

Unemployment of TVET Graduates in Addi s Ababa City Administration, specificall y in the 

CIAs and to suggest possible solutions, The study endeavors to achieve the major and spec ific 

objectives of the study, Moreover, the research attempts to address the following basic 

questions , 

I, Is the cu rrent job of TVET grad uates similar to the area which they are trained for in 

Add is Ababa City Admini stration Cooperati ve Industry Areas (CIAs)? 

2, What are the factors that affect TVET graduates to start their own business 

(scll~e mployme n t) in Add is Ahaha Cit y Admini stration? 

}, What factors cxpose TVET graduates to unemployment after graduation in Addi s 

Ababa City Admin istrati on? 

4, What determines the working cond iti on ofTVET graduates underutili zati on or 

underemployment in Addis Ababa Ci ty Administration CIAs? 

5, What are the contributions o l' thc MS E sector in terms o i'income generation and 

employment creation for TVET graduates in the industry areas? 

6. What arc the major problems encountered in the provision of cred it services for rVET 

graduates in the industry areas') 

7, What is the status of Business Development Service (BDS) fac ilitation for TVET 

graduates in the industry areas? 
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The study tried to add ress the basic research questi ons raised above in order to meet the 

objective of the stud y. In dealing with the research questions, relevant data were gathered 

mainl y through questionna ire and documen t review. The data obta ined were analyzed and 

interpreted by using the latest SPSS version 15.0 using frequency distri bution, percentage, 

chi -square, t-test, and spearman rank order co rrelation coeffi c ient. Based on the analysis 

made, the fo llowing were fou nd out and set in eight groups. 

4.1.1 Characteristics of Respondents 

a. Almost all of the respondents , 93.2 percent of the study groups were male. This indicates 

that poor parti cipati on of fcma lc in the MSE bus iness area. There fore, the responscs of thc 

subject represented predo minantl y males' idea. 

b. The majority ofTVET graduates were wi th in the age category of25-29. This may indicate 

that most 01' the responde nts were you ng enough and their responses coul d be useful for 

the study. Moreover, since they were fo und in the youth age, it is possible to deduce that 

the majority of young TVET graduates (both types) engaged in MSE business. 

C. The mari ta l status of the sample respondents shows that the ma jority of TVET graduates 

were found unma rried wh il e only 27.3 percen t were marri ed. The possible reason seems to 

be yo ung people who arc attempti ng to creatc scl l~employmen t are mostl y unmarried. 

d. Concerning the type of industry, both TVET graduates were engaged in building 

constructi on, metal and woodwo rk sector. Thi s signifi es that almost all CIAs in Addis 

Ababa City Admini st ratio n we rc dominated by those sectors. 

e. Regardi ng lie lds o f studies of bo th TVET graduates, Constructi on Techno logy consti tuted 

the s ign ilieant proportion la llowed by Industrial Technology and Rusiness streams. 

4.1.2 Vocationa l Backgro und of the Respondents 

a. The majorit y o f both TV!::'!' graduates' present job was completel y different and a littl e bit 

similar to the train ing areas that they are trained fo r. 
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b. Both TV ET graduate respondents havc been trai ned with appropri ate skill s to carryout 

their present job. However, a few number of those graduates confirmed that they are 

currentl y attend ing further trai ning to attai n vital skills and knowledge to fu lfill their 

present job. 

c. Guidance and counseli ng service for prospecti ve graduates might help later on in 

determining proper dec ision and employability . To thi s end, only a small proportion of 

both TVET graduate respondents got such a service. Contrary to this, the majority of them 

did not obtain such a service while they were in their respective TVET institutions. 

d. According to the finding , no one of the non-fo rmal TVET graduate joined 111 

apprenticeship program. On the other hand , about 41.5 percent of the formal TVET 

graduates were joined in apprenti ceship program. 

4.1.3 Descriptions Related to Self-employment 

a. The research revea led it that , the majority of the formal and non-Io l'l nal TVLT graduate 

responden ts were not se lf- employed after graduation . 

b. The major source of income at the time of start-up o f the TVET graduates of those who 

established thei r own business got support ti'om re latives and their previous sav ing. 

C. The resu lts of the t-test on the major determi nant factors of self-em ployment showed that 

there was no stati sticall y signifi cant difference betwecn the f'ormal and non-fo rmal TVET 

graduates at alpha 0.0 f level for all determinant fac tors of self-employment except to the 

items of biased what to do, lack of work experience, lack of capital to start a business, 

lack of infrastructure, and lack of managerial experience. Furthermore, when thi s 

difference was examined, each mean value of the above listed items were greater in the 

non-formal TVET graduates than in the form al TVET graduates. Therefore, from the 

af'orementioned di scussion, the two gro ups (bo th TVET graduates) have onl y some 

significant degree of co rre lation in their evaluation of the determinant facto rs to start a 

business as se lf-e mployed. 
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4.1.4 Dcscriptions Rclatcd to (Un)cmploymcnt 

a. The purpose of TVET is to prepare trainees to the world of wo rk . However. the majori ty 

of both TVET graduates didn ' t gc t wage employment after graduat ion. On the other hand , 

the finding shows that both types of TV ET graduates were eager to invo lve themselves in 

organ izations other than govern ment jobs. 

b. The majority o f both TVET graduates ' unemployment status before engaging in to the 

current MSE business showed that they we re unemployed for about 7 months and above. 

Contrary to thi s. a numbcr of TVFT graduates were employed. They have never faced the 

unemployment problem. They were part time workers while they were attending the 

training. When they graduate, they directl y start a full time job of their own or for wage. 

That's why they never faced such a prob lem. Bes ides, the majority of both TVET 

graduates we re never reg istered as a job seeker for vacancies. 

c. The responden ts from both the I'ormal and non-formal TVET graduates under the study 

had similar percepti on in ranking l'or the major three reasons that hindered them from 

getting a job (unemployment) after graduation. Of the three major reasons , absence of job 

opportuniti es in their loca lity and mi sconception (underestimation) of their skill were the 

principa l problems followed by the lac k o r la bor ma rkct in fo rmatio n system and lack of 

access to vacancy advert isement s. 

4.1.5 Dcscriptions Rclatcd to (Undcr/Full)cmploymcnt 

a. Onl y small proporti on of both TVET graduates repli ed that they wish to work between 30-

40 hours per week. The rcmaining majority of TVET graduates repli ed that they des ire to 

work longer than 40 hours per week if the job would be avai lable. 

b. One o f the l11easurements of undcrel11ployment of workers in a country is producti vity. In 

thi s regard, the current production capacity o r en terprise's in the e lli s was found being 

under and limited producti on capac it y. However, most of both TVET graduates agree that 

thcy arc currentl y look ing for another job. This research shows that both types of 

respondents did not have adequate employment situations. 
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c, Likewi se, one of the measurements o r producti vity is work ing hours of the labor force in 
the work places, In this regard , the mean worki ng hours of the formal and non-formal 
TV ET gradua tes for the last scven days beforc the day of the survey we re 30,57 hours a nd 
30.56 hours, Furthermore, the min imum working hours in the work places for formal and 
non-formal TVET graduates were 12,0 hours and 16,0 hours whereas the maximum 
working hours were 44,0 hours and 40,0 hOllrs respectively, 

d, MSE facil itators and both TVET graduates ranked the very determinants current factors that 
led to underuti lizat ion of TVET graduates in the industry area, From the II li sted 
determinants, shortage o f recurrent finance , lack of marketing place, lack of infrastructure 
and , lack of modern technical instruments were ranked first to fourth, In the other side of 
the continuum , persona l (hea lth and related) problem, lack of house or distance from 
residence. inadequate skill , and inconvenience of working place were ranked as least 
determinant factors that led to lInderutilization ofTVET graduates in the industry areas , 

e, The majority of both TVET graduate respondents di sc losed that there was no attracti ve 
market currently that makes them to get sustainable employment. Among the main reasons, 
underutilization and lack of awareness how to handle the market network with customers 
werc the major factors, Bes ides, both graduatcs assured that they want to expand the ir 
exi sting enterpri ses' sca le and to diversify their exi sting enterpri ses' production, However, 
some of TVET graduates had an as piration to shutdown their enterpri se and intended to 
seek other job, 

4.1.6 The Role ofMSE for Employment and Income Generation 

a, As reported by the stud y groups (both TVET graduates) replied that they didn't know the 
benefits of the MSE Development Agency while they were in their TVET institutio ns, 
Moreover, the majori ty were unemployed (Ic) r short or long time) befo re they jo ined in to 
their current enterpri ses , In addit ion. others were daily laborers and operate their own micro 
enterprise acti viti es, 



b. Regardin g the mai n reasons for engagement in to the MSE activities, most of the 

respondents or TVET grad uates re pl ied that they j oined if [o r they could not have any other 

options or with expectation of good return and earnings whil e other respondents pointed out 

that they saw their fri ends or other people doi ng it. 

c. Regarding the ex istence of the CIAs for employment creation of TVET graduates, the chi­

square result indicates that there is no stati sticall y significant difference among the 

perception o r MSE facilitators, formal and non-fo rmal TVET graduates about the relevance 

and ex istence o f the CIAs for employment creation and income generation for youth TV ET 

graduates. To thi s effect, those establi shed MS Es in the CIAs provided the most important 

contribution to income generation and wider creation o f employment. 

d. The opinion and attitude o f both TVET graduates about the industry areas before they 

joincd therc o rJi c iall y was positi ve. Furthermore, the chi-square result indicates that there is 

no stati s ti ca ll y signifi cant difference at an alpha level of 0.01 among the perception of 

formal and non-formal T VET graduates. It is poss ible to deduce that those TVET graduates 

had positi ve attitude fo r establ ishing their MSEs in the C IAs. Besides, the majority o r the 

TVET gradua tes portrayed that they go t a moti vation in order to engage themselves into 

MSEs business from Kebele MSE fac ilitators fo llowed by their family and fri ends. 

4.1. 7 The Extent of Credit Facilities and Financial Status ofTVET Graduates 

a. One of the most important contributi ons of MSEs to the economy in general and to the 

operators' li vel ihood in particul ar is the generati on of income. In thi s respect, most of the 

TV ET graduates reported that the ir maj or source of income or means of survival increased 

afier they sta rted their current enterpri se . However, the majority of the TV ET graduates 

replied that they didn ' t open a bank saving account book yet. 



b. Most of the TVET graduates confi rmed that their source of start up capital for their current 

husi ness was from MFls. Moreover, hoth parties replied that the loan ohtained without 

providing corporeal co ll ateral. Nevertheless, as the majority of both TVET graduate 

respondents affirmed that their loan is not yet returned for the reason that the current market 

is not good and the interest rate is high plus because of bankruptcy. Furthermore, the 

maj ority of the respondents of both TVET graduates replied that currently their production 

is in problem due to lack of loan. 

4.1.8 The Extent of BDS Facilitation for TVET Graduates 

a. It was fo und out that, the majority of the respondents disclosed that they took at least one 

additional technical support from BOS providers in their respective CIAs. 

b. One hundred percent of the TVET graduates positive ly replied that currently they need 

assistance of 80S. Furthermorc. the majority of respondents replied that they sell thei r 

products in their work place. The reason is that there is no readymade display shop or 

market place fo r those enterpri ses. 

c. According to the responses secured for the open-ended questions forwarded to the 

respondents of MS E officers, the curren t maj or problems of TV ET graduates are: 

~ lack of display fo r their products and absence of entrepreneurial initiative; 

~ lack of furn ishing and fin ishing skill s for a given product by their customers; and 

~ restri cted market opportunities onl y to government proj ects until they returned back 

their loan to the lender MFl s. 

On the other hand, the respondents of both TV ET graduates stated their problems related to : 

"I negative attitudes of the communities towards the young workers fou nd in 

Cli\s and their products: 

"I lack of additional BOS fac ilities and market place (product display); and 

\' lack of capita l ancl absence of support from concerned MSF: offi cia ls. 



4.2 Conclusions 

In li ght of the major findings of the stud y, the following conclus ions are drawn. 

I. The importance ofTVET for the world of work and decent employment is undi sputable. 
To thi s effect, fo rmal or non-forma l institutions of vocational education can be evaluated 
by enabling their graduates' employability in the labor market. Even though, both TVET 
graduate respondents have been trained with appropri ate skills to carryout their present 
job, no one of the non-formal TVET graduate were in the apprenticeship program and 
the majority of both TV ET grad uates' present job was completely different fro m their 
training areas. The major reasons were absence of guidance and counseling service for 
prospective graduates and unable to join in apprenti ceship program as well as mismatch 
of the demand and supply in the labor market. Therefore, we can conclude from this that 
because of the above mentioned causes, the TVET graduates exposed to work a job that 
was completely different li'om thei r training areas. 

II. The major source of income at the ti me of start-up of the TVET graduates of those who 
establi shed their own business got support from re lati ves and their previous saving. 
However, the majority o f the for mal and non-Ionnal TV ET graduate respondents were 
not self-emp loyed after graduation. The major fac tors that determine the self­
employability of TVET graduates were lack o f loan faciliti es, insufficient ski ll s and 
knowledge, absence of job opportunities in your locality, lack of working premises, lack 
of work experience, high market competition, discouraging local market conditions, high 
level of taxes, avai labil ity of insufficient raw materi al, getting registration is tedious, 
government po licy towards self~emp l oyment, society attitude towards self-employment, 
uncertainty about the economy, corruption and political instability. In general , it can be 
concl uded that overall se lf-employment of TVET graduates depend on the situati onal 
aspects of the above ment ioned lactors. 

Ill. The purpose of TVET is to prepare trainees to the world of work. However, the majority 
of both TVET graduates didn 't obtain wagc employment after graduation. Moreover, the 
unemployment status of those graduates before engaged in to their current MSE business 
was for about 7 months and above . Of the three major reasons fo r unemployment, 
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absencc of job opportuni ties in thei r local ity and misconception (underestimat ion) of 
the ir skill were the principal problem. In conclusion, instead of inspiring fo r se lf­
employment , lack of vocational guidance and counseling in TVET institutions may 
contribu te its part in aggravating the problcm of (un/under)employment after graduation. 

IV . One of the measurements of underemployment of workers in a country is productivity. In 
thi s regard. the current production capac ity of the en terpri ses' in the CTAs was found 
being under and limited production capacity. There fore , the majority of TVET graduates 
replied that they des ire to work longer than 40 hours per week if they get a job. 
Furthermore, most of the TVET graduates agreed that they are currentl y look ing for 
other jobs. Of the determinants for underemployment, shortage of recurrent tinance, lack 
of marketing place, lack of in frastructure and, lack of modern technical instruments 
ranked first to fo urth by MSE fac ilitators and the TVET graduates. As a conclusion , 
there was no attracti ve market currentl y that makes them to get sustainable employment. 
Consequentl y, some of TVET graduates had the aspiration to shutdown their enterpri se 
and intended to seek othe rjoh. 

v. As reported by the study groups (hoth TVET graduates) replied that they didn't know the 
benefits of the MSE Deve lopment Agency while they were in their TVET institutions. 
Above all , it can be concluded that most of the respondents joincd in to MSE busi ncss 
because they could not have any other options. 

VI. One o f thc most importan t contri butions of MSEs to the economy in general and to the 
operato rs' li velihood in particul ar is the generation of income. In thi s respect, most of 
both TVET graduates reported that their maj or source of income or means of survival 
increased a lter they sta rted the ir cu rrent en terp risc. However, the majori ty o f both TVET 
graduates replied that they didn ' t open a bank saving account book yet. In conclusion, 
their production was in problem due to lack of loan and unaware how to safe a money. 

V II. It was found out that, one hundred percent of both TVET graduates replied that currently 
they need assistance of BDS. Furthermore, the majority of respondents replied that they 
sell their products at the work place. The conclusion is that there is no readymade 
di sp lay shop or market place for those enterprises led them to the request of BDS. 
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4.3 Recommendations 

In thi s section of thc stud y, recommendations are prescnted that will he lp deci s ion makers in 

the area reconsider past shortcomings and to undertake corrective measures for the success of 

future accompli shments. On the basis of the research findings and the conclusions drawn, the 

following recom mendations are for wa rd ed for further cons iderations and applications in the 

1·i.Ilure youth unemployment reduction practices in general and self-employment creation for 

TVET graduates in MSE sector in part icul ar. 

I. Even though. both TVET graduate respondents have been trained with appropriate skills 

to carryout their present job, surpri singl y, according to the finding , the majority of both 

rVET graduates' present job was completely different from their training areas. 

Therefore. providing further short and long term training for those misplaced graduates 

is unquestionable. In order to offer vocat ional training and further informal training (a 

basic traini ng with out common courses) as an immediate so lution which is similar trade 

with the current job of TV ET graduates, it is believed that there should be a linkage 

between training providers (TVET institutions) and the MSEs that are found in the CIAs. 

Thus, it is recommended that to crea te thc linkage between both parties, MSE offi cers 

and T VET ex perts of the Add is Ababa Cit y Education Bureau should work together and 

fac ilitate advanced short and long term training for those misplaced graduates through 

on- the-joh training (the training. the trai ner and the traince in thc work placc). Moreovc r, 

it is also recommended for TV ET institutions that it is as well important to appl y tracer 

study through practicing in eve ry sub city level to make poss ible corrections that 

whether their graduates' placement is in proper place or not. In nut shell , preconditions 

like the identificati on of relevant trai ning areas for trainees and reducing the number of 

training up to the demand of the labor market should be sati sfied at least in sub city 

level. Thi s can certain ly hclp to examine which training areas needed at most in the 

market and leads to swell the employab ility ofTVET graduates by their fields. 

II. Thc majori ty of the formal and non-forma l TVET graduate respondents were not self­

elllployed aner graduatio n. Thclc lure, the concerned parties li ke Ministry of Tradc and 

Industry, Ministry of Educat ion, Ministry of Labor and Soc ial Affairs, AAReMESEDA 

and others sllch as Chambers of Commerce, Micro Finance lnstitutions, TVET 
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institution o ffi cials and sub ci ty MSE fac ilitators should recogni ze and make a 

conducive environment by considering the major determinant factors of self­

employment for youth TVET graduates who are unemployed for a long time after 

graduation through prov iding loan for start-up capita and continuing the present practice 

of offering workplaces in group (C IAs). It is also recommended that providing only loan 

and working place not by itse l r creates job for those TVET graduates. Therefore , 

trainings such as entrepreneurship and busi ness courses should prov ide by BDS 

facilitators before offering the loan and the workplace for a specified time in order to 

make the process continuous and susta inab le. Finally, it is highl y recommended for 

those who recei ved the CIAs that there should be a limited time (date) of returning back 

the CIAs for another beneficiary unemployed youth TVET graduates if and only if they 

are not producti ve enough. There fo re, proper supervi sion by MSE officers and follow-up 

survey is vital. Otherwise, the CIAs converted into AICs (Abbey and Irrelevant Caches) . 

111 . The purpose of TVET is to prepare trainees to the world of work. However, the majority 

of both types of TVET graduates didn't obtain wage employment after graduation. Thus, 

in TVET insti tutions the apprenticeship program should be practiced properly through 

estab li shing linkages with local employer organi zations thereby by assess ing the most 

demanded tra ining arcas in these employer companies. Hence, to minimizc 

unemployment after graduation , trainees should be involved in part-time work at least in 

vo luntary sc rvice term while thcy were attending thei r training in line with the 

apprenticeship program . Thc principal purpose and usefulness o f this method will be just 

after they graduated, they directl y start a fu ll time job of their own business or could be 

hired . Thus, it is recommended that there should be a close cooperati on with labor­

intensive projects such as the Low Cost Housing Projects (Condominiums) and the like 

in order to bui ld up conl·idence and skill of the trainees for employment after graduation. 

Therdo re, Education Bureau of the city and concerned TVET institution official s should 

facilit ate dia logue with the projec t officials, the trainees and their parents by stress ing 

the problem o f getting a job aftc r graduation as a press ing situation fo r the maj ority of 

graduates . 
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IV. One of the measurements of undercmployment of workers in a country is productivity. Tn 

thi s regard , the current producti on capac ity of the enterpri ses' in the CTAs was found 

being under and limited production capacity. Consequentl y, most of the TVET graduates 

are currently look ing for othe r jobs. llencc, thc TVET graduates d id not have an 

adequate employment situation that makes them effectual. Therefore, it recommended 

that in solving the underutilization predicaments, not on ly the Addis Ababa City 

Administration apprehension could merely so lve the overdo cumulati ve problems, but 

also the federal government should also intervene more on the expansion and 

maintaining of CIAs fo r sustainab le economic basement through proposing bilateral 

support from donor organizat ions for fin ance, advanced technology and modern 

instruments. Moreover, the Add is Ababa City Administration should work to encourage 

a broad and dynamic concept of entrepreneurshi p in the society through different mass­

media to stimulate personal initiatives in a broad variety of organizati ons which include 

the private sector, small and large enterpri ses, social entrepreneurs, cooperatives, the 

pub lic sector, the trade union and youth organi zations. This can certainly help to expand 

indus tri a l hased clusters and business incuba tors in sub city level thereby to fac ilitate 

productivity. 

v. Most of thc respondents joined in to the MSE business because they could not have any 

other options. As reported by the TVET graduates that they didn ' t know the benefits of 

the MSE Deve lopment Agency wh ile they were in their TVET institutions. Therefore, it 

is recommended that regio nal MSE and MFI officials with co llaboration of TVET 

institutions shou ld open branch offices in every 'I'VET centers for the sake of providing 

information to the trainees about the recent Labor Market Information (LMI). Moreover, 

thosc cstabli shed branch officcs llscd to propagate and broadcast about the relevance of 

MSEs and existence of' the e lAs for employment creation and income generation for 

youth in ge neral and fo r TV ET graduates in particular thereby to create positive attitude 

about establi shing their own MSEs in the C lAs in o rder to be self-employed. To this 

effect, those established branch offices should act as mediators between the fresh schoo l 

leavers and the world of work by incorporating labor market information system, market 

network , avai lablc acccss to vacancy adverti sements, and acquaint themselves with 

vari ous govc rnmental and non- governmental organizations for vacancies. 



VI. One of the most important contributions of MS~s to the economy in general and to the 
operators' livelihood in particular is the generation of income and employment. 
However. the production of thosc TVET graduates who are operators of MSEs in CTAs 
was in problem due to lack or loan . As a consequence, lack or loan may affect their 
employment status. Therefore, it is recommended that MFTs with collaboration of 
Construct ion and Business Banks. Private Banks, Cooperative Banks, and Commercial 
Banks should create reasonable rate of loan interest lo r those MSEs which are 
estab li shed by TVET graduates thereby encourage saving their money for the sake of 
their triumph in the future. 

VII. Currently, TVET graduates need assistance of BOS and readymade display shop or 
market place for their products. Therefore, it is recommended that in order to provide 
BDS facilit y. it is not expected onl y from the government support, but also other non­
governmental and private organizations should be allowed to participate in the process 
through offering BOS faci lities in ' fee per service' procedure. Regarding the lack of 
market place. in order to all eviate problems of space to display the products of MS E 
operators that are lo und in different ClAs in the city, the AAReMSEOA should work in 
co llaboration wi th the Addi s Ababa City Admi nistration to provide free land spaces 
around the nearest market places to the working places either in lease or in rent. 

VIII. Further study in the area of MSEs fo r youth TVET graduates' self-employment 
generation should be carri ed out locusing on the effects of CTAs and upgrading those 
CTAs into business incubators just like the Mekele City business incubation practices. 
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Appendix B 

Addis Ababa University 

College of Education 

Department of Business Education (Vocational Education Management) 

This questionnaire IS deve loped to be fill ed by formal and non-formal TVET graduate 

respondents who are operators of Small and Micro Enterprises. 

The pur·pose of the questionnaire is to get necessary data on the "The Role of Micro and Small 

Enterpri ses in Reducing Youth Unemployment of TVET Graduates in Addis Ababa City 

Administration Cooperat ive Industry Areas" that enable to identi fy the prevailing problems of 

TVET graduates and to indicate possible solutions. Therefore, your frank and sincere response to 

the questions raised in thi s questi onnai re is extremely vital. 

Thank you in advance of your coopcration I 

Notice: 

a) For multiple choice items, you can choose more than one answer if you believe that two 

or more alternatives are equa ll y important. 

b) Put a tick ",;" mark in the box, if a "Yes" or "No" question existed, otherwise put the 

alphabet onl y in the blank space next to the question. 

c) Identify in which training program you were attended. 

No Type of TVET Level of TVET Put a ",;" mark 

1 Non-formal TVET Basic level TVET (3-6 months) 

Junior leve l TVET (6-10 months) 

2 Formal TVET 10+ 1 TVET (Certificate) 

10+2 TVET (Advanced Certificate) 

10+3 TVET (Diploma) 
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Questionnaire 

Part I: Questions related to background of the respondents 

I .Sex: __ _ A. Male B. Female 

2. Age: __ _ A. 15-24 B. 25-29 C. greater than 30 

3. Address: - Sub city ______ ___ _ 

4. Marital status: -__ _ 

A. Married B. Single C. Divo rced D. Separated E. Widowed 

5. Name of the cooperati ve industry area (CIA) ____________ _ ____ _ 

6. Type of your enterpri se's production, _____ _ 

A. Building Construct ion B. Metal and Wood work C. Ifany other _ __ _ 

7. Field of study ________ ____________ _ 

Part II: Questions related to similarity of the Training and Job of the respondents 

8. Is your current job similar to the area which you have been trained for? ___ _ 

A. Yes, it is similar B. Yes , in some way similar C. No, completely different 

9. Have yo u been trained with appropriate skill s to carryout your present job? 

A. Yes c::J B. No c::J 
10. Did you get a vocat ional guidance and counse ling service while you were in your TVET 

institution? 

A. Yes c::J B. No c::J 

11 . Were you joined in apprenticeship program before or after you graduated? 

A. Yes c::J B. No c::J 

Part III: Questions related to self-employment 

12. Were you se lf-empl oyed be fore engaged into CIAs? 

A. Yes c::J B. No c::J 
13. If your answer for question number " 12" is item "Yes", what was the major source of 

income to start and to run yo ur previous business? ___________ _ 

A. M icro financial institutions (banks) 

C. From yo ur prev ious sav ing 

E. Support from relati ves 

B. Selling household furniture 

D. Rent part of house 

F. Support fro m NGO or government 

G. Others spec ify: _______ ____________ _ 
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14. Please rate the foll owing determinants of self-employment In order to start their own 

business ofTVET graduates in Addi s Ababa City Admini stration? 

* Rate [I = No problem, 2= Minor problem, 3= Moderate problem, 4= Major problem, 5= Very severe prob lem] 

No. Determinants of Self-employment ·Rate (1, 2,3,4,5) 

I Lack of loan facilities (poor access to credit) 

2 Insuffieienl skills and knowledge 

3 Absence of job opportunit ies in your locality 

4 Lack of working premises 

5 Biased what 10 do (lack of awareness) 

6 Lack of work experience 

7 Lack of capital to Slart business 

8 High market competition 

9 Discouraging local market conditions 

10 High level of Taxes 

11 Lack of infrastructure (Electric, waler, telephone) 

12 Availability of insufficient raw materia l 

J3 Getting registration is tedious 

14 Government po licy towards self-employment 

15 Society ani tude lowards self-employment 

16 Lack of managerial experience(Entrepreneurship) 

17 Uncertainty about the economy 

18 Crime, corruption and theft 

19 Political instability 

'state if any other: ___________________ ____ _ 

Part IV: Questions related to (un)employment 

15. Did you get wage employment immediate ly after your graduation? 

A. Yes c:=J B. No 

16. Were you ready to wo rk other than in government organizations? 

A. Yes B. No c:::::::::::::: 

17. For how long were you unemployed after graduation? _____ _ 

A. Less than 3 months C. Between 7 and 12 months 

B. Between 4 and 6 months D. More than 1 year 
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18. Were you reg istered as a job seeker for vacancies? 

A . Yes c:::=:J B No c::::::::::::J 

19. If your answer fo r questi on num ber " 15" is item "B" that is "No, I didn ' t get employment 

after graduation", what was/were the major THREE reason(s) for not getting job 

(unemployment)? _______ _ 

A. Lack of labo r market informati on system D. Lack of interest to work 

B. Lack of access to vacancy adverti sements E. Lack of capital 

C. Absence of job opportuniti es in my district F. Insufficient skills and knowledge 

l. Others : _________________________ _ 

Part V: Questions related to the status of (under/full)employment 

20. For how many hours do you want to work per week? 

A. Greater than 40 hours c:::=:J C. 20-30 hours c:::=:J 

B. Between 30-40 hours c::::::::::::J D. Less than 20 hours c:::=:J 
21. What is your enterprise's current progress of production capacity? 

A. In full capac ity B. [n medium capacity C. In low capacity 

22. Currently, are you looking for another job? 

A. Yes c:::=:J B. No 

23 . What was yo ur acti vity of last week (in hour)? Indicate in the following table? 

Days Average daily hours worked Remark 

Day one 

Day two 

Day three 

Day fo ur 
-

Day fi ve 

Day six 

Day seven 

TOTAL~ 
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24. [n the following Table there are about I I determinant facto rs that lead to underutili zation are 

li sted, please carefull y eva luate each determinant and rank them in order of the major problems 

yo u encountered freQuentlv in operating your dail y acti vities in your enterpri se 

No. Factors that Lead to Undcruti lizatioll Rank 

I Lack of infrastruct ure (E lec tric, Water, Telephone, C lini c, 

Toilet, Road, etc .. ) 

2 Inadequate skill 

] Lack of hOllse or distance frol11 residence 

4 Inconvenience of work ing place 

5 Lack ofmarketillg place 

6 Lack of modern tec hn ica l instruments 

7 Shortage (1ov/ quality) of raw material supply 

8 Ex istence of s imilar products with least price. 

9 Personal (hea lth and re lated) problem. 

10 Lack of willingness ofMSE fac ilitators 

II Shortage/ lack of recurrent finance 

' Others, spectfy __________________ _____ _ 

25. Is the market situatio n is good currently? 

A. Yes c::::J B. No 

26. If the answer IS "No" for question number "25", what is(are) the 

reason(s)? _______ _ 

A. The des ign and quality of my product is not attractive 

B. Less product finishing output (underutili zation) 

C. Competition and lack of demand 

D. Lack o f awareness how to handle market Network with customers 

E. Others (specify) ___ . 

27. What is your future plan with your ente rpri se's activity? ______ _ 

A. Maintain ex isti ng production Iservices scale 

B. Ex pand the ex ist ing enterpri se sca le 

C. Dive rsify the ex isting enterpri se 

D. To shutdown the enterprise and seek other job 

F. I don' t know 

G. Others specify ___ ____ . _ _______ -:-::-:-:-_____ _ 

) 
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Part VI: Questions related to the role of MSE for employment 

28 . Did you know while yo u were in your TVET center the benefit of Micro and Small Scale 

Development Agency which was estab li shed by the government in order to create employment 

opportuniti es for TVET graduates and others in Micro and Small Enterprises acti vities? 

A. Yes c=J B.No 

29. Could yo u tell us the acti vity you are engaged in before you join in to your 

enterpri se cooperative? ___ _ 

A. Student 

C. Employed in government business 

E. Unemployed (for short or long time) 

B. Daily laborer 

D. Operate my own micro enterpri se activity 

H. Employed in non-government business 

I. Others, specify _________________ _ 

30 . Why did yo u choose to join in the micro and small enterprise activities? _ _ _ _ 

A. I could not have any other opti on to start my own business 

B. Other acti vities were occupied by many people, so I could not have other option. 

C. The cooperative micro and small enterprise activity has good return 

D. Because I saw my fri ends lother people do it 

E. Forced by government 

F. Others, specify: 

31. According to your view, the ex istence of enterpri se cooperatives and the industry areas could 

contribute to create self-employment? A. Yes c=J B. No c=J 

32. What was yo ur opinion about this cooperati ve industry area before yo u joined here? __ 

A. Posi ti ve B. Negati ve C. I don ' t know 

33. Who moti vated you to join into thi s enterpri se cooperative? _ _ __ _ 

A. My family and fi·iends B. Kebele MSE facilitators 

C. My vocational counse lor D. State if any other: _ _ ______ _ 

34. Does your income increased after you joined thi s enterprise cooperative? 

A. Yes B. No c=J 

35. Do you have saving account that you opened so far? 

A. Yes c=J B. No c=J 
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Appendix C 

Addis Ababa University 

College of Education 

Department of Business Education (Vocational Education Management) 

This questionnaire is developed to be fi ll ed by MSE fac ilitator respondents who are involving in 

Micro and Small Enterpri ses development. 

The purpose of the questionnaire is to get necessary data on the "The Role of Micro and Small 

Enterprises in Reducing Youth Unemployment of TVET Graduates in Addis Ababa City 

Administration Cooperati ve Industry Areas" that enable to identify the prevailing problems of 

TVET graduates and to indicate possible solutions. Therefore, your frank and sincere response to 

the questions rai sed in thi s questionnaire is extremely vital. 

Thank you in advance of your cooperation! 

Notice: 

a) For multiple choice items, you can choose more than one answer if you believe that two 

or more alternatives are equall y important. 

b) Put a tick "..J" mark in the box, if a "Yes" or "No" question existed, otherwise put the 

a lphabet onl y in the blank space next to the question. 
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Questionnaire 

Part I: Questions related to background of the respondents 

I. Sex: -

A. Mal e c::::::J 

B. Female c::::::J 

2. Age: __ _ A . 15-24 B. 25-29 C. Greater than 30 

3. Field of profess ion ____________________ _ 

Part II: Questions related to the status of (under/full)employment 

4. In the following Table there are about II determinant factors that lead to underutilization are 

li sted , please carefully evaluate each determinant and rank them in order of the major problems 

that encountered frequently to the dail y activities ofTVET graduate MSE operators in the CIAs. 

No. Factors that Lead to Underutilization Rank 

1 Lack of infrastructure (Electric, Water, 

Telephone, Clinic, Toilet, Road, etc ... ) 

2 Inadequate ski II 

3 Lack of house or di stance from residence 

4 Inconvenience of working place 

5 Lack of marketing place 

6 Lack of modern technical instruments 

7 Shortage (low quality) of raw material supply 

8 Existence of similar products with least price. 

9 Personal (health and related) problem. 

10 Lack of willingness ofMSE facilitators 

11 Shortage/lack of recurrent finance 

'Others, specify _____________________ _ 
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Part III: Questions related to the role of MSE for employment 

5. According to yo ur view, the existence of enterprise cooperatives and the industry areas could 

contribute to create sel f-employment? 

A. Yes c::::::::::J B. No c::::::::::J 

6. Please mention some of the major problems that are aggravating youth unemployment in 

general and youth TVET graduates in particular in Addis Ababa City Administration? 

7. Please point out some of major so lutions for the above problems that needs from government 

or NGOs as priority to expand TVET gradates production so as to obtain more profit as well as 

to get sustainable employment? 

Thank you for your cooperation. 
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