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ABSTRACT 

In Ethiopia as in many other developing countries, micro and small enterpri ses are 

extensively expanding and absorbing a wide urban labor force. In the face of a rapidly 

growing labor force where public sector hiring slowed and the growth of the large 

modern private sector has relatively sta~ate.d,-tb.tLLule of tbe-smaILas_w.eIL aS-Lnict:oo ______ ----, 

enterprises in employment creation is in di spensable. Despite the fact that small 

enterpri ses have been recognized as a major contemporary source of employment and 

income in growing number of developing countries, yet relatively little is known about 

opportunities and constraints in these enterprises. This research, therefore, is very much 

significant in identifying the opportunities and constraints that hinder MSEs. 

The cottage and handicraft industries such as the weaving sector can be easi ly promoted 

and lead to opening to overseas market through the export of hand made cloth products. 

The study has concentrated on weaving sector that is not given enough attention. In order 

to achieve the objective of the study, a questionnaire survey covering a total of 200 

weaving operators (households) were conducted on three purposively se lected Kebeles 

from Gule le Kifle Ketema of Addis Ababa: Kebele 17,18, and 21. The result of the 

research in general showed that the weaving enterprises comprise operators that acquire 

skills informally and are mostly involved in manual work. Supports for entry in the 

sector, transfer of information, skills, know-how and financial assistance depend on the 

social network of friendship and kinship rather than on formal institutions. The survey 

also indicates that weaving is male dominated activity. 

The findings also revealed that the sector has immense opportunities for its survival and 

growth, out of which the increasing demand of domestic market, material base, the 

preferential access of international markets and better communication facilities are some 

of them. Hence, taking advantage from these opportunities and thereby eliminating 
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constrains should be the priority area fo r the concerned bodies. The survey also indicated 

that weav ing enterpri se problems are many and varied, and they require comprehensive 

solutions. However, this does not mean that all problems pose the same intensity and 

priori ty. In attempting to prioritize problems shortage of start up capital, limited market 

and insufficient working premises are fo und to be the most press ing and leading 

problems fac ing the sub-sector in study area. Apart from this shortage of raw materials, 

lack of knowledge and skill , health problems, competition from the modern 

manufacturing industry (textiles fi rms) and lack of modern weav ing tool problems 

constitute the other problem areas. In general the paper has attempted to identify the 

opportumhes and constra1l1ts tor survival and growth oA he sector, by 100k1l1g mto 

diverse characteri sti cs of weaving enterpri ses. 

III 



1. ADLI 

2. AGOA 
1 CSA J. 

4. DBE 

5. DSA 

6. EBA 

ACCRONYMS 

Agricultural Development Lead Industrialization. 

African Growth Opportunities Agreement. 

Central Statistical Agency. 

Development Bank of Ethiopia. 

Development Studies Association. 

. Everyfhmg- :uFATmamenl. 

7. FeMSEDA 

8. GDP 

Federal Micro and Small Scale Enterprise Development Agency. 

Gross Domestic Product. 

9. GNP 

10. HAS IDA 

II.ILO 

12. IDA 

13 . LDCs 

Gross National Product 

Handicraft and Small Scale Industries Development Agency. 

International Labour Organization. 

International Development Association. 

Less Developed Countries. 

14. MEDAC Ministry of Economic and Development Agreement Coordinator. 

15. MFIs Micro Finance Institutions. 

16. MSEs Micro and Small Scale Enterprises. 

17. MTI Ministry of Trade and Industry 

18. MTDP Market Towns Development Project. 

19. NGOS Non Governmental Organizations 

20. PMAC Provisional Military Administrative Council. 

21. ReMSEDA Regional Micro and Small Enterprises Development Agency. 

22. SNNPR Southern Nations, Nationalities and Peoples Regional States. 

23. SSI Small Scale Industry. 

24. UK United Kingdom. 

25. UNDP United Nation Development Program. 

26. USD United States Dollar. 

IV 



AMHARIC WORDS 

I. Birr: Local currency 

2. Gulele: The name of The Place. 

3. Kebele: Sub district with in a Kifle Ketema 

4. Kechin fetil: Thin tied thread. 

5. Kifle Ketema: Sub cities in a Region Under the city Administration of 

Addis Ababa. 

6. Shiro Meda: Sub districts in Gulele Kifle Ketema Where inputs for 

weavmg-vroduc!1on and=t1msfied woven are shouldl"amn:;;d= lo:;;c"Oarl;te"'arhb"'as"e""'o!i=======---­

Entoto Mountain. 

7. Tuba: A Yarn about 400 - 500 gm tied thread. 

8. Worfram fetil: Thick tied Thread. 

v 



TABLE OF CONTENTS 

Pages 

A CKN 0 W LEDG M ENTS ---------------------------------------------------------------------------1 

TABLE OF CONTENTS---------------------------------------------------------------------------0 

LIS T 0 F TAB L ES -- ----------------------- -------------------------- ---------- ---------- -----------ill 

LIST OF ABBREV IA TIONS---------------------------------------------------------------------VI 

ABSTRACT ---------------------------------------------------------------------------------------VO 

CHAPTEON E 

I. Introduction _______________________ _ 

1.1 Background of the Study ________________ _ 

1.2. Statement of the Problem _________________ 3 

1.30bjective of the Study 6 

1.3.1 General Objective 6 

1.3.2Spesific Objective 6 

I.4Spesific Reserch Question 7 

1.5. Significance of the Study 7 

1.6Reserch Methodology 7 

1.6. 1 Data Collection Methods 7 

1.6.2Sampl ing Design 8 

1.6.3 Instruments 9 

1.6.4 Data Analysis 10 

1.7.Description of the Study Area 10 

1.8 . Limitations of the Study II 

1.8. 1. Respondent's Unwillingness to be lterviewed II 

1.8.2 Accuracy of Income Information II 

1.8.3 Absence of a Reliable Sampling Frame 12 

1.9.0rganization of the Study 12 

VI 



CHAPTER TWO. ________________ _ ___ 13 

2. LITERATURE REVIEW 13 ----------------
2. 1 Conceptual Definition 13 

2.2. Operational Definition ofMSEs _______________ 14 

2.3. Theoretical Background 17 

2.4 Empirical Evidnences 20 

2.4. 1 The Growth Dynamics of MSEs 20 

2.4.2. Empirical Literatures on the Determinants of Firm Growth __ 23 

2.5. Opposing views on the Role of Small Enterprises, Social and Economic 

SlgmfI cance and SrtuatIOn of Small Enterpnses 27'-------,-

2.5.1. Opposing Views about the Role of Small Enterpri ses ____ 27 

2.5.2. The Economic and Social Significance of the Sector 29 

2.5.2. 1. Employment Creation 32 

2.5.2 .2. Generate Income for Urban Poor 34 

2.5.3. Situation of Micro and Small Enterprise in Ethiopia's Urban Areas _ _ 38 

2.5.3. 1. Salient Features of MSEs 40 

2.6. Policies and Regulatory Environment ofMSEs 42 

2.6. I .Market Liberalizationand Price Control 47 

2.6.2.Trade Liberalization 47 

2.6.3.Credit policy and Financial Liberalizaion 47 

2.6.4.Mony Policyand Exchenge Rate Adjestment 47 

2.7. Overview of the Strategy of Small Enterprises Development 48 

2.7. l. Objectives of Micro and Small Enterprise Development Strategy __ 49 

2.7.2. Elements of the MSE Support Framework of the Micro and Small 

Enterpri se Development Strategy 49 

2.7.3. Fundamental Principles 50 

2.8 .Problems and Challenges of the Small Enterpri se Sector _______ 51 

2.8.1. Lack of Access to Finance 51 

2.8.2.Shortate of Raw Material 52 

2.8.3. Lack of Premises and Land 52 

2.8.4. Infrastracture Problem 53 

2.8.5. Market Problem 53 

Vll 



2.8.6. Lack of Enterpreneurial and Managerial Ski lls 5 

2.8.7. Lack of Information and Information System 54 

2.8.8. Technological Problem 54 

2.8 .9. Inaduquate Consultancy and Advisory Services 54 

2.8.10. Unfavorable Legal and Regulatory Environment 55 

CHAPTER THREE 57 

3 ANALYSIS AND DISCUSSION OF THE DATA 57 

3.1. The Profile and Characteristics of the Weaving Enterprise Surveyed __ 57 

3. I. I.The Profile of Weaving Enterprise 57 

3. [.2. Weavers 111 S lro e a 59------~ 

3.2. Characteristics of Weaver Enterprise Operators 60 

3.3. General Information of Weaving Enterprise 67 

3.3. 1. Weaving Enterprise Production Process and Activities 97 

3.4 Processes of Establi shment for Weaving Activ ities 68 

3.4.1. Reasons for Engaging in this Activity 68 

3.5. Employment 69 

3.6 Income Source for Weaving Enterprise Operators 70 

4. CHAPTER FOUR 78 

4. Growth Opportunities and Constraints for Weaving Enterprise 78 

4.1. Growth Constraints of Weaving Enterprise 78 

4.1. 1 Internal Growth Constraints. 79 

4.1. 1.1 Shortage of Startup Capital 79 

4.1.1.2 Inadequate Skill. 82 

4.1 .1 .3 Lack of Living House and working Place 85 

4.1.1.4. Lack of Modern Weaving Tools 86 

4. 1.1.5 . Lack of Raw Material 88 

4.1. 1.6. Health Problem 89 

4.1 .2. External Growth Constraints 90 

4.1.2.1. Lack of Market Access and Marketing Information 90 

4.1.2.2. Institutional Support 93 

4.1.2.3. Lack of Favorable Policy Environment 94 

VIII 



4.2. Growth Opportunties 96 

4.2 .1 Internal Growth Opportunities 96 

4.2.1.1 The Large Population Size for Local Market 97 

4.2 .1 .2. Material Base Opportunities 97 

4.2.2. External Growth Opportunities 98 

4.2.2.1 The Preferential Access ofinternational Markets 98 

CHAPTER FIVE. ___ __________________ I03 

5.1 SUMMARY, CONCLUSION AND RECOMMENDATIONS 103 

5. I. I Summary-and-Cnciuslons HJ3--

5.1.1.1 Kebeles Divergence 103 ----------------
5.1.1.2 General Characteristics of Weaving Operators and their Enterprises_ 103 

5.1.1.3. Cnstraints and Oportunities ______________ 104 

5.2. Recommendation 107 

BIBLIOGRAPHY __________ _ ________ 112 

APPENDIX 1 119 

APPENDIX 2 120 

IX 



List of tables 

Table 1.1: Total Household and distributions of samples in the study area 

Table2.1: Key Determinants ofMSE Survival and Growth 

Table2.2: Major Facts ofMSEs 

Table2.3: Number and Percentage Share ofMSEs out of Total Enterprise 

Table2.4: Structure of Handicraft and Small Scale Industries 

Table3.I: Distribution of Respondents by Sex 

Table3 .2: Distribution of Respondents by Age. 

Table3.3: Distribution of Respondents by Educational Level 

Table3.4: Distribution of Respondents by Marital Status. 

Table3. 5: Distribution of Respondents by their family size 

Table3.6: Distribution of Respondents by Ethnic Composition. 

Table3.?: Distribution of Respondents by Place of Birth. 

Table3.8: Distribution of Respondents by Reasons Coming to A.A 

Table3.9: Distribution of Respondents by Religion 

Table3.IO: Distribution of Respondents by Type of Weaving Products 

Table3.II: Reasons for Engaging in Weaving Activities. 

Table3 .12: Distribution of Respondents by Number of Employees in 

Weaving Enterprise 

Table3.13: Distribution of Respondents by Major Source ofIncome 

x 



Table3.14: Distribution of Respondents for the Question of Household 

Member Engaged in any Income Generating Activities 

Table3.IS: Weavers' Products, Production Time and Working Days 

Table3.16: Cost of production and Net Income 

Table4.1: Source of Startup Capital 

Table4.2: Amount of Startup Capital 

Table4.3: Distribution of Respondents by Lack of Startup Capital 

Table4. 4: Distribution of Respondents by Ski ll Acquired 

Table4.S: Distribution of Respondents by Inadequate Skill 

Table4.6: Distribution of Respondents by Working Place and Living Condition 

Table4.7: Distribution of Respondents by Lack of Modern Weaving Tools 

Table4.8. Distribution of Respondents by Lack of Raw Material 

Table4.9: Distribution of Respondents by Lack of Health Problems 

Table4.1 0: Distribution of Respondents by Lack of Market access and Marketing 

Information 

Table4.11: Distribution of Respondents by Lack of Institutional Support 

Table4.12: Distribution of Respondents by Knowledge about the Benefit of 

MSEs Promotion Agency. 

Table4: 13: Distribution of Respondents by Lack of favorable Policy Enviromnent 

Table4.14: Opportunities that could have Impact on Weaving Activities 

XI 



Table4.1 5: Handicraft Exports of Some Developing Countries (1998) 

Table4. 16: Handicrafts Export of Ethiopia 

Table4. 17: Distribution of Respondents by External Opportunities 

LIST OF APPENDICES 
Appendix I: Checkli st offocus group discussions 
Appendix 2: Interview Questions 

j 

XII 



CHAPTER ONE 

1. Introduction 

1.1 Background of the Study 

Extreme poverty and unemployment have been a critical problem and concern for developing 

countries. Many of these countries economically depend on subsistence agriculture, which is 

characterized by low productivity, underemployment and disguised unemployment. Coupled with 

the alarmingly rising population and limited expansion of the industrial sector, the economy has 

not been able to absorb the multitudes of unemployed people. 

To avert the above problem many scholars have put forward different methodologies. Hence, 

different economic deve lopment theories have been proposed to indicate the ways in which the 

developing counn'ies can come out of the vicious circle of poverty. 

However, they all have been criticized in that they over played the role of economic growth, 

particularly increase in GNP per capita, as a panacea for an overall development of a country. But 

there was little success in either achieving development or even realizing the fine sounding 

objectives of the day such as "take off," ' sustained growth,' ' the big push,' ' balanced growth,' 

'steady growth' and "critical minimum effort"(Addis Alem.2003.37). 

Industrialization was seen as one of the packages in the economic development process of any 

country that could be used to accelerate economic growth and reduce poverty and unemployment. 

Industrial ization can be pursued either by promoting the development of large-scale and capital -

intensive enterprises or small-scale and labour -intensive enterpri ses. Although, large-scale capital­

intensive industriali zation is very relevant and desirable for growth, it has litlle applicability for the 

present-day less-developed countries like Ethiopia because of its large initial or start up capital 

requirements. In addition, development strategies which focused on large enterprises were 

implemented during the 1970, and 1980, and most of them failed to provide adequate employment 



opportunities (Gehard 2004.13). This can be explained by market deficiency for the goods and 

services produced by large enterprises both in urban and rural areas. The majority of the people in 

the rural areas are poor to consume products of large scale industries due to sluggish growth in the 

agricultural sector. Moreover, development strategies pursued along the path of large-scale joint 

ventures did not generate the expected economic impacts and wealth generated from these large­

scale ventures did not trickle down to the poor. 

The situation in Ethiopia calls for an appropriate complementary option of development strategies. 

Es ecially, attention needs to be given to the neglected area, such as micro and small enterprises 

development. Micro and small enterprises (MSEs) have significant contribution to the creation of 

job and to the alleviation of poverty. 

In most developing countries, the contribution of MSEs in creating employment opportunities and 

income generation appears to have been increasing over time. This is an encouraging strategy that 

markets are working, people are finding opportunities to practice in way that empower them and 

nourish their families , otherwise most disadvantaged. 

In thi s respect, the role played by micro and small enterprise is very crucial by many standards. 

The sector, besides accelerating the competitive strength of a national economy and creating job 

opportunities for the mass of the people, additional flexibility and industrial diversification can 

make use of resources that may otherwise not be drawn for the development process. 

Micro and small enterprises generally use more of what a country possess and less of what it lacks. 

These enterprises use locally available resources (whenever possible), create more jobs, and 

employ local unskilled and semi-skilled labor. Moreover they are a base for a large industrial 

deve lopment. 

The revival of interest in small enterprise in recent years is largely a result of the recent concerns 

for the problems of unemployment and poverty. It has been claimed that industrial deve lopment 

based on micro and small enterpri ses are capable of combating simultaneously three important 

problems, namely growth in unemployment, persisting inequalities and mass migration to cities. 
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Apart from these, there is also the claim that micro and small enterprises have a potential for 

tapping substantial new resources of saving and entrepreneurship. 

The important role of small and medium size enterprises as a source of income and create 

employment for many households have been acknowledged for many years in many countries. In 

Ethiopia, the small scale enterprises are assumed to be instruments in bringing about rapid 

economic growth because of their size, location, and capital investment and employment creation 

(Kassaw, 2001.1). 

At the early stage of development, GDP is relatively low and most entrepreneurs with small capital 

invest in ventures that require relatively low capital. Among these ventures MSEs constitute a 

large part. It is tJli s MSEs that mould enh'epreneurs in relation to the local business environment. It 

is through managing such enterpri ses that entrepreneurs with low capital are exposed to the 

business environment, which is an indispensable experience for sustained expansion of private 

sector economies. Tn countries like Ethiopia, where the institutional and legal norms were against 

private initiatives for more than a decade, the existence of highly motivated and talented 

entrepreneurs is constrained by the problems faced by MSEs. 

Micro and small enterprises often address the poor. They are highly tied with poor segment of the 

economy. A small improvement in enabling environment for MSEs will result in a sizable positive 

gain in the activities of poor. Todaro (2000) underlined that the increasing inability of the formal 

urban sector and rural economy in LDCs, has led workers to flow to the MSEs. According to him; 

about 50 percent of the working segment of the population of LDCs is engaged in the informal 

sector. The MSEs sector is there for an important area of intervention and the various constraints 

and opportunities it faces need to be clearly articulated in order to advance the sector and design 

appropriate strategy. 

1.2. Statement of the Problem 

Ethiopia is among the poorest and least developed countries in the world with a per capita income 

of $ 110 in 200 I. Around 85percent of the population is engaged in Agriculture with structural 
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constraints and diminishing resources base. The population size is more than 70 million, increasing 

at a rate of 2.9percent per alUlum . The Ethiopian population is facing major unemployment 

problem (ECA 2003, and ILO 2003). According to available data, 44 percent of the total 

population of Ethiopia is categorized as absolutely poor (MEDAC, 2002.17). 

There is a significant difference in poverty levels between urban and rural areas of the country. For 

example 37 percent of the urban population is estimated to live in absolute poverty, while about 45 

percent of the rural population is below the national defined poverty line (Tassew. I). 

The extent and severity of poverty have different causes and manifestations in the rural and urban 

areas of Ethiopia. For the vast majority of Ethiopians living in rural areas, poverty is manifested in 

lack of income, pervas ive disease and malnutrition and lack of decent health care service, 

schooling and clean potable water. These woes are compounded by high rural unemployment 

/underemployments/, fast depletion of natural resources, the increasing shrinking of cultivable 

land, and a general stagnation of agricultural economy that does not keep pace with the rising 

population. 

On the other hand, the multi-faceted manifestation of urban poverty are a fast growing population 

of street children, homelessness, prostitution, beggary, a rising army of unemployed, over 

crowding and congested li ving conditions that serve as breeding grounds for disease and crime. 

Unless these fundamenta l social and economic concerns are fully addressed, Ethiopian rural and 

urban poor will continue to languish in misery and deprivation. 

In Ethiopia, considering the extent of poverty and unemployment as well as realizing the potentials 

that the micro and small enterprises sector plays in development, the govenunent as well as other 

development practitioners (NGOs) have given due attention to this sector recently (MTI, 1997). 

For instance the government has formulated a national micro and small enterpri se development 

promotion strategy in 1997. 

Micro and small enterpri ses have a dominant place in the Ethiopian economy. The sector is the 

second largest source of employment next to agriculture, requiring a re latively limited amowlt of 
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capital for start-up, employing lab our-using techniques, demanding low skills, addressing narrow 

and niche domestic markets, and distributing all over the country without being highl y vulnerable 

to inadequacy of infrastructure fac ilities. In general, they are effective instruments for poverty 

reduction endeavors. 

In add ition to the above, one of the most important roles of MSEs in Ethiopia is to promote 

Agricultural Development Lead Industria lization (ADLl) strategy of the Ethiopian govenmlent. 

ADLl is the development strategy for sustained industrialization. Its principle is to first develop 

agriculture so as to accumulate surplus, which will be the source of initial capi tal fo r the industrial 

sector. 

ADLl urges for increased agricultural output and to this end , the government of Ethiopia has been 

providing agricultural extension package services aimed at increasing agricultural production 

through transmiss ion of technology inputs and provision of development agents at each Woreda. 

This has brought an increase in agricultural output so long as there is favo rable weather condition. 

However, increase in the population has posed a big Challenge on the success of the strategy 

besides other institutional challenges. 

In Ethiopia the urban population is characterized by low income reducing the demand for 

agricultural products and resulting in decreased price of agricultural products. This is an indication 

that the market size of Ethiopia is not so strong and may not accommodate large volume of output 

expected of successful ADLI. Moreover, the bulky nature of agricultural products has made export 

markets less accessible. The solution to the market problem has to come frol11 the urban residents 

of the country. 

In thi s regard urban MSEs wi ll play paramount role in making ADLl successful. The demand of 

the poor with the development of the MSEs becomes effective and will help the prices of 

agricultural products to increase. They could also be the bases for agro-processing industries that 

are geared towards creat ing additional value. Hence, MSEs in Ethiopia are not needed only for 

welfare and employment related reasons; they are also, needed to remove some of the fundamental 
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hurdles of development. Their development becomes a matter of making current development 

strategy succeed or fail. 

Even though the roles of micro and small enterprises 111 the Ethiopian economy are better 

recognized, there is no adequate baseline data on the sub sector. Although significant strides have 

been made to allow micro and small enterprises to be created, there are formidable obstacles 

(constraints) militating against the development of both existing micro and small enterprises and/or 

those that aspire to start up anew. Equally, there may be some opportunities that need to be 

realized. The prime motive of thi s study is to understand some of the major opportunities that have 

great impact on the growth and constraints hindering the growth and survival of the sector and 

come up with recommendations that will promote the sector. Specifically, though the MSE sector 

is varied including commerce, distribution, transport, repair, maintenance etc. This paper is 

focused on cottage and handicraft activities in general and weaver enterprises in particular. 

Weaving is perhaps the single most important and craft activity in both the urban and rural areas. 

Home-made woven products are still very popular, despite the fierce competition by the modern 

textile industries in thi s country. A large part of the employment in the handicraft sub-sector is also 

generated by the weaving industry. The study hoped to identify the opportunities and constraints 

of weaving enterprise. 

1.3 Objective of the Study 

1.3 .1. General Objective 

The main objective of this study is to identify the opportunities and constraints for the slU'vival and 

growth in weavers enterpri se operated by both women and men in three Kebeles in Gulele Kifle 

Ketema of Addis Ababa. 

l,3.2. Specific Objectives 

To identify the characteristics of the weaving operators and enterprise. 

To clearly identify the role of the sub-sector in terms of employment creation and income 

generation. 

To identify the opportunities for survival and growth in the sector. 

To identify the major constraints facing this sector. 

Finally to draw up some policy recommendations. 
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1.4. Specific Research Questions 

The main research questions are. -

I. What are the major characteristics of the weav ing enterprise operators and weaving 

enterprise (Characteri stics can refer to age, sex of the operator etc.) 

2. What opportunities does thi s sector have for its survival and growth? 

3. What is its potential capacity in generating employment and income to address the urgent 

problem of poverty in urban Ethiopia? 

4. What are the major constraints facing this sector and how could these problems be so lved? 

1.5. Significance of the Study 

Poverty reduction is a burning issue of Ethiopian government at thi s moment. Thus, micro and 

small enterpri ses have a unique position for the purpose by creating employment opportunity for 

the poor, by generating income to the poor and improving the national economy. Due to thi s fact 

that there is urgent need to scrutinize strategies and implement in the direction of the advancement 

of this sector. This requires base line informat ion about the existing activities of these enterprises. 

As a result, continuous collection of data related to the existing economic and social situations in 

general and micro and small-scale enterpriscs in particular are important for the success of the 

sector development. This study, therefore, is meant to produce relevant information to policy 

makers and strategy formulators concerning the activities of micro and small enterprises in general 

and small-scale weaver enterprises in particular as observed in Addis Ababa. It is also assumed 

that the paper may serve as a benchmark for those individuals who are interested to make further 

investigation in to the sector. 

1.6 Research Methodology 

1.6.1 Data Collection Methods 

Both primary and secondary sources of data are used for the analysis . The secondary data include 

information that are obtained mainly from formal sources i.e. , Addis Ababa ReMSED office 

documents, Bureau of Trade and Industry for the Addis Ababa Region, and CSA publications (e.g 

Survey of Urban Informal sector operators in Addis Ababa ). Moreover, different reports, bulletins 
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and literatures, which are relevant to the theme of the study, were gathered from various sources to 

complement the survey-based analysis. 

The primary data, that were the main source of information for the study, were mainly generated 

through household survey. In the survey, each and every owner of weaving enterprise operator in 

three Kebeles of Gullele Kifle Ketema has been approached through a questionnaire 

(see Appendix 2). 

Before conducting the survey it was imperative to get a complete list of weaving enterprises 

operating in the study area. However, it was not possible to get regi stered data regarding weaving 

households. Therefore the investigator was compelled to carry out total enumeration in Kebeles 17, 

2 1 and IS in ten days time before the commencement of the actual survey. The weaving household 

population of Kebele 17, 21 and IS, according to the present enumeration was 400, 531 and 607 

respectively making the total population 1,53S. The list incorporated some basic data like name, 

sex, the characteristics of weaving operators, employment, income, etc. The li st of the weaving 

households were cross-checked and randomized using computer software, before selecting sample 

households to avoid possible biases which committed during li sting and to minimize some 

estimation problems. 

To supplement the survey, the study also used qualitative data collection method through focus 

group discussion. Three group discussions, one in each Kebele, were held to obtain information on 

some general and common issues. (See Appendices 1 for the checklist used for group discussion). 

Each group consisted of eight to ten weavers who did not take part in the household survey. On top 

of the above, the Addis Ababa Regional Micro and Small Enterprises Development Agency 

(ReMSEDA) was approached for available data and facilitating the study. In addition Kebele 

MSEs were approached and discussions were held with them. 

1.6.2 Sampling Design 

[n order to generate reliable data, tlU'ee Kebeles were selected from Gulele Kifle Ketema, based on, 

the existence of relatively high concentration of weaving operators. Since there were no registered 

weaving households in the study area, enumeration was conducted to find total population for this 
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study. Accordingly the enumeration results of the weaving household population in the Kebeles 

were found to be 400, 531 and 607 respectively making the total population 1,538. Therefore the 

researcher took the above population as the sample frame for the study. There are different sub­

divisions in the above population, which need to be considered in this study. To mention, some 

weaving households produce Netela, Gabi and Tibeb by using different techniques whereas others 

produce Paris mode skirt, sharps etc., by using different designs that create difference on their 

income. Hence to draw relevant information, a total of 200 weaving households sample size were 

selected proportionally by using stratified random sampling technique, taking each Kebeles 

population as a stratum. Thus the study was limited to only 13 percent in each stratum i.e., the 

sample includes only 52, 69 and 79 weaving households from Kebele 17, 21 and 18 

respecti ve ly(See table 1.1). Once the numbers to be taken from each stratum were identified 

systematic random sampling technique were employed to select the sample . The sample selected 

can be used to describe a larger population at a time. 

Table 1.1. Total Household and distribntions of samples ill the study arca 

Sample as a percentage Sample weaving 
Kebeles Total number of households of total households House holds selected 
17 400 13% 52 

21 53 1 13% 69 

18 607 13% 79 

Total 1,538 n 200 

Source. own source 2006 

1.6.3 Instruments 

A questionnaire designed to elicit the required information (both open - ended and closed) was 

prepared in Amharic and translated into Engl ish. It was pre - tested on weaving households 

residing in other Kebeles to check for the consistency of the results when administered on subjects, 

following which some modification was made for the final conduct of the survey. 

Four interviewers were trained to carry out the survey for one day, and were instructed to 

systematically visit the households selected according to the sampling frame provided to them. All 
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households were successfull y visited and interviewed with small number of respondents refused to 

respond . The actual survey took a total of 27 working days . 

1.6.4 Data Analysis 

All the necessary tables were produced after clearing and editing the data. 

Descriptive stati sti cal methods and qualitative analysis were employed to present and discuss the 

data. 

rea 

The study areas are Kebeles 17, 18 and 21 found in Addis Ababa. Addis Ababa City 

Administration is di vided in to ten administrative sub cities and Gulele Kifle Ketema is one of the 

sub ci ties, in which the study area (Kebele 17, 18 and 21) is found. It is located in the northern end 

of the city near to the foo t of Entoto Mountain. Unlike some other Kebeles in Addis Ababa, the 

area has very good access to the surrounding forest. According to CSA (2001), the Gulele Kifle 

Ketema has an estimated population of 338,936. The area is usually referred as " Dorze Sefer " 

which indicates the presence of the Gamo weavers who migrated from the southern part of the 

country. 

The Gamo people are one of the Ethnic groups of Ethiopia. Their place of origin is the highlands 

of the southwest part of the country in Oamo Gofa zone, southern Nations Nationalities and 

peoples Region (SNNPR). The people speak one of the Omotic languages called Ganlogna, which 

is named after the ethnic group. They first came to Addis Ababa during the reign of Minilik and 

their number significantly increased there after (Dexter, 1976). In Addis Ababa, they first settled in 

area called "Shiromeda", which is located in the former Woreda II at the base of Entoto Mountain. 

Accordi ng to Development Studies Association (DSA) report on urban poverty of Woreda II 

(1999), the Gamo people comprise the largest ethnic group next to Amhara in the area. Most of 

them make their living through weaving. However, most of them have a plot of land in their 

original place (Dex ter, 1976). Hence, they travel to thei r place of origin seasonally. According to 

DSA (1999) report, the area is characterized by seasonal inflow of people. 
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Most residents of the Kebeles are self employed, they are weavers known by their weaving 

products. Even though there are other business activities can'ied out in the Kebele, weaving is the 

most dominant self-employed occupation. 

With respect to infras tructure, the area is still insufficiently serviced compared to other parts of 

Addis Ababa. Roads are not asphalted and are blocked and eroded with some distance intervals. 

Most residents have no private piped water and even public pipes (bonos) are scarce in the area. 

Most houses are in a poor condition and villa houses are rare. Majority of the community lived in 

a rented Kebele houses. For the Gamo weavers, their house is not only living place but al so a 

working place. During the fi eldwork, it is observed that the li ving room is a weaving room on 

which one or more people weave. The DSA report indicates that, 75percent of the people live in 

absolute poverty and unemployment rate of the area is 35 .6percent (DSA, 1999). 

1.8. Limitations of the Study 

Although efforts were made to make the survey successful and produce a reasonably reliable and 

representati ve, we encountered a number of problems. 

1.8.1. Respondent's Unwillingness to be Interviewed 

Some respondents declined to be interviewed because they think that previous studies have never 

been implemented and have no use for them in one way or another. Some also think that the 

academicians just use them as ladders to acquire qualification without assisting them. Others 

would get tired before the end of the interview and start giving imprecise information. Hence, this 

could lead to some level of imprecision in information and underestimation of the business 

activity. 

1.8.2. Accuracy of Income Information 

The respondent 's response concerning their income related issues were evaSive. Despite 

assurances of the purely academic nature of the study, they kept on giving evasive answers as far 

as their returns are concerned. They think that such information would be used to increase taxes. 

This entirely made the analysis in income very difficult. 
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1.8.3. Absence of a Reliable Sampling Frame. 

The lack of a reliable sampling frame has been a major hindrance in the research process. This has 

been because of two major reasons. 

A proper all encompass ing list of MSEs in general and weaver's enterprise in particular is not 

available. The best li st of operators was found in Kebele finance reports, which is used to collect 

taxes. This li st has been found to be defective and outdated, for example some enterprises may 

have changed their acti vities while there is no modification in the Kebele 's record. 

Another problem was that those weaver enterprises which are unregistered are not included in 

official records. 

1.9. Organization of the Study 

The structure of thesis is as follows. 

Chapter one addresses the background of the study, statement of the problem, objective, 

significance of the study, methodology and limitation of the study regarding MSEs. 

Chapter two discusses a review of literature on MSEs carried out based on concepts, definitions, 

theoretical and empirical evidences about the sector in developed as well as in developing 

countries and reviews the MSEs in urban Ethiopia. 

Chapter three treats the analysis of the findings by tak ing a profi le of weaver enterpri se, 

particularly focuses on characteristics of weaver enterprise operators, weaver enterprise production 

and activities. 

Chapter four focuses on the analysis of the findings on the opportunities and constraints for 

survival and growth of weaving enterpri se. 

Chapter fi ve contains summary of findings, the conclusions and recommendation of the study. It 

summarizes the study as a whole and attempts to draw some recommendations. 
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CHAPTER TWO 

2. LITERATURE REVIEW 

2.1. Conceptual Definition' 

Definiti on is the fundamental issue or aspect facing all those who wish to understand what exactly 

a small-scale enterprise is and when it becomes medium sized or large? Efforts to define MSEs 

have led to a remarkab le di versity of definitions in the literature. Policy makers, organizations, 

researchers, advisors, etc. All use a range of terms interchangeably in their effort to describe 

MSEs. To mention only a few, these include small business, small firms, small enterprises, small­

scale 1I1dnstnes, i hnnformal sectcJ l"; etc. 

Hence, while there is a wide interest in MSEs there is little agreement on the definitions and what 

exactly MSEs is (Andu-Alem 1997). However, it is neither possible nor desirable to expect and 

attempt to provide uniform international criteria to define micro and small-scale enterprises. 

Depending on its prevailing realities and objectives each country has to establish its own 

definition. In Ethiopia too, different goverru11ent institutions adopted different official definitions 

to MSEs. 

The actual definition adopted by the Ministry of Trade and Industry is as follows, Micro 

Enterprises are those businesses enterprises, in the formal and informal sector, with a paid up 

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

establishments. 

According to CSA. Enterprises in the micro enterprise category are subdivided in to informal 

sector operations and cottage industries. Cottage and handicraft industries are those establi shments 

performing their acti vities by hand and using non-power driven machines. The informal sector is 

defined as household type establishments or activities, which are non-registelyd companies or 

cooperatives operating with less than 10 persons. 

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

enterprise include se lf-employed persons and enterprises with up to 10 workers including 
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apprentices and paid and unpaid fami ly workers; small enterprises comprise between 10 and SO 

workers. But, ILO proposes that these definitions have to be adapted to specific conditions 

prevailing in various countries. 

2.2. Operational Definition of MSEs 

Andu-Alem ( 1997), in light of some international qualitative and quantitative considerations and 

relating them to the Ethiopian situations tried to offer a more comprehensive definition to small 

enterprises. Therefore, as per his definition MSEs are those business activities that are. 

• Privately owned and operated; 

• Have a small share of the market; 

• Are managed by the owner; and 

• Employing 5 or less employees 

However, the use of number of employees could be arguable as it is difficult to have a clear cut­

off point since some modern enterprises which are capital intensive deploy low number of 

employees (MOTI, 1997). Besides thi s unlike enterprises in the west, countries like Ethiopia, it is 

not actually possible to separate the household ownership and/ or family from the micro enterprise 

(Rogalkams, 1998). 

To this effect, the definition given by Andu-Alem has been adopted here with some modifications. 

Therefore MSEs are a private household based establishments engaged in income generating 

activities (other than agricu lture and mining), having a small share of the market, are managed by 

the owners and employ five or less workers (including owners themselves, paid and unpaid 

workers) with having more or less regular working time and have capitals not exceeding Birr 

20,000 (MOlT, 1997) and market at least SO percent of their production. 

Size of an Enterprise 

The size of an enterprise may be defined according to various criteria, including. the number of 

wo rkers, the volume of out put or sales, the value of assets, the use of energy, etc. ILO argue that 
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the criterion of the number of workers is the most widely used, because of its apparent simplicity 

and because data on the other criteria are generally lacking. For operational purpose number of 

employees is used to represent enterprise size in this study context. 

Measure of Enterprise/Firm Growth 

Employment or job creation is the primary objective set towards MSEs in the country. This has 

clearly been indicated in the MSEs development and promotion strategy of the country. Therefore, 

taking employment as measure of enterprises growth needs to be consistent with the goal set for 

the sector. 

In this study, enterprise growth, as it is mostly applied to similar studies for developing countries 

because of serious problem associated with the availability of data, is expressed in terms of 

employment growth. The change in the number of workers since start-up is the indicator typically 

used to measure the magnitude of the net expansion of micro and small enterprises. This measure 

tends to be favored because the entrepreneur most easily and accurately remembers it and because 

it does not need to be deflated (Andreffand Redor, 200 1; and Mead and Liedholm, 1998). 

Entrepreneurship 

Entrepreneurship is a quality which is by no means only associated with small-scale enterprises 

and which is as necessary in government and public or cooperative enterprises as it is in private 

business. Individual small enterprises provide, however, both a nursery and ground for enterprise. 

It is often stressed that the human being should be at the center of any economic activity. Given the 

human dimension of the enterprise, it is hence of utmost importance to mention the role of the 

entrepreneur. 

It is not possible to identify an entrepreneur until identifying what exactly the concept of 

entrepreneurship is. As the term is usually a misused and confused one and a variety of definitions 

exist for it. It appears useful to briefly discuss what entrepreneurship involves (Andu-Alem, 1997). 
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Though there are a number of meanings and defin itions given to entrepreneurshi p, they are meant 

to explain similar attributes of a business. According to Ahmed (1995), Entrepreneurship traits 

include initiative, managerial ability, and innovative ideas and drive Education and training is 

needed to assist a person to become a successful entrepreneur. 

A popular definition of entrepreneurship is that " it is the process of doing something new and 

something different for the purpose of creating wealth fo r the individual and adding value to the 

soc iety" (Andu-Alem, 1997). 

The common definition of entrepreneurship is that it is a quality required perceiving opportunities, 

organizing resources, creat ing fac ilities and setting up and running a business successfu ll y. 

A wide vari ety, of definiti ons for the term entrepreneurship exists. However, entrepreneurship in 

this study context is perceived in the perspectives of the definitions and explanations offered by 

Ahmed. Entrepreneurship is essentially a creative activity that consists of doing things that are not 

generall y done in the ordinary course of business. 

A reasonable level of entrepreneurship is necessary for successfull y running of small enterpri ses as 

they invo lve relatively complex decision making in terms of production and sales. Also a certain 

level of entrepreneurship is necessary for properly managing enterprises however tiny they might 

be. 

Development. co llective and sustainable social and economic well being of a community, bringing 

about a decent standard of liv ing and equity within a society. It also refers in this context to the 

reduction of poverty, unemployment, under-employment and to rapid industrialization. 

Enterprise. - refers to a unit of economic organization or activity whether public or private 

engaged in the manufacture of goods. 

Weaving. To form by interlacing threads, yarns, strands, or strips of some materials. 
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Micro and Small Weaving E nterprise. - Economic units that incorporate the characteristics of 

micro and small enterprises producing traditional woven cloth items with previously marked 

characteri stics. 

Fixed Capital Value.- The estimated va lue in money, of inputs and equipments used in the 

production process of a particular enterprise at the time of the survey. 

Weakly Income. - Estimates of the amount of income gained periodically or recurrent benefit 

measured in money that derives from the production process of a particular enterprise at the time 

of the survey. 

Input Expenditure. - Estimates of financial outlay for inputs (e.g. raw materials, labor costs, 

working premise rent) used for the production in an enterprise at the time of the survey. 

2.3. Theoretical Background 

There is large body of knowledge accumulated about firm growth in general. According to Laursen 

et al (1999), fi rm growth is a recently much debated issue both in economics, as well as in strategy 

research. In this debate it has been forcefully argued that the empirical evidence does not match 

with theoretica l predictions. According to Oliveria and Fortunato (2004), one of the most 

important strands in the literature on market structures vis a vis firm growth begins with Gibrat. 

The basic tenet underlying Gibrat's law is that the growth rate of a given firm is independent of its 

initial size at the begillliing of the examined period. Gibrat's law, which assumes that firm growth 

is independent of s ize, was latter on subj ected to empirical scrutiny, wh ich will be discussed in the 

literature review part of this paper. 

On the other hand, Papadaki and Chami (2002) explain that the relatively small body of business 

literature dealing with the reasons for small finn growth can be categorized in to two schools of 

thoughts. The first adheres to an organizational li fe cycle perspective, which sees growth as a 

natural phenomenon in the evolution of the firm. The second school of thought sees growth as a 

consequence of strategic choice. In either case the attributes of the business owner, organizational 
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resources and environmental opportunity are crucial in expanding the firm or in overcoming the 

balTiers to the evolution of the firm from one stage to the next. 

Accord ing to some authors "growth is the very essence of entrepreneurship" and commitment to 

growth is what primarily distinguishes small business owners and entrepreneurs (Liedholm and 

Mead, 1999, Voulgaris et ai, 200 1). 

Classical economists were the first to acknowledge the role of the entrepreneur as an individual 

with special characteristics, with in the context of economic theory (Papadaki and Chami, 2002). 

Also according to some classical economists, the entrepreneur has the willingness and superior 

ability to make decisions, rai se capital and assume the ri sk offailure . . Schumpeter(1939) added the 

superior ability to perceive new market opportunities-the entrepreneur as innovator. 

Recent interest in integrating the role of the entrepreneur in to economic theory has attributed to an 

effort to explain some empirical regularities such as why do larger firms have higher and more 

stable rates of return than smaller firms? And why do smaller firms have higher and more variable 

rates of growth than larger firms. These theories that were developed, though abstract shed light on 

some interesting aspect of business behavior and provide an explanation of small business growth 

and evolution. 

Both business and economic literatures recognize the role of the entrepreneur in business growth. 

They argue that differences in attitude and abilit{es among individuals are crucial in determining 

why some small firms grow and others do not. 

In the theories of the firm, firm growth follows from the assumption of profit-maximizing behavior 

and from the shape of the cost functions (Penrose, 1959). Thus profit-maximizing firms can 

achieve an optimal size if they behave rationally. A firm will grow until it has reached the size 

where long run marginal costs equal price, which is assessed as the "optimum" size of the firm. 

Relaxing the assumptions of thi s neoclassical theory of the firm permits many other explanations 

of firms' growth (Harabi, 2003). 
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Authors like Lucas (1978) equate the firm with the entrepreneur or manager and he assumes that a 

firm 's out put is a function of managerial ability as well as capital and labor. According to him, 

managers with higher abi lities (i.e. higher efficiency levels) wi ll have lower marginal costs and 

therefore wil l produce larger outputs. 

Jovanovich (1982) later developed a model of the finn life cycle based on learning. According to 

hi s model individuals differ in their entrepreneurial abilities, but they are unsure of their abilities. 

In thi s model production technology is risky, partly because individuals are uncertain about their 

abilities and paIily because production is inherently ri sky. Individuals who find out that they have 

underest imated their abilities in one period will expand out put in the next, while those that 

overestimated their abi lities will disso lve their business. 

Jovanovich model has a set of important implications; young firms have accumulated less 

information than older firms about their marginal abili ty. Consequently, younger firms have more 

variab le growth rates than older firms because they have less precise estimates of their true 

abi li ties. It follows that there will be more exits among younger firms, but also that among 

surviving firms , younger firms will grow faster than older finns. As younger firms tend also to be 

smaller firms , it is argued that the same observations hold for small firms as wel l. Surviving small 

firms are expected to grow faster than larger firms do and to have more vari able growth rates. 

Theories of entrepreneurial choice also explain some factors that determine small business growth. 

Accordingly, people have certain characteristics that are associated with the propensity for 

entrepreneurship. Individuals who have more of these characteristics are more likely to become 

entrepreneurs than those who have fewer. An individual chooses to create a new business so as to 

maximize his expected utility. Utility, in turn, is a funct ion of entrepreneurial activity, such as 

one' s taste toward work effort, risk independence, etc. Income, in turn, depends on the individual' s 

ability to generate profit, such as managerial abilities to rai se capital, and abi lities to perceive new 

market opportunities and to innovate. 

For Davidson (1989), firm growth is an indication of continued entrepreneurship. He notes that 

economic theories take the wi llingness to grow a business for granted, by assuming profit 
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maximization. However, empirical evidence suggests that small business owners are reluctant to 

grow even if there is room for profitable expansion and that profitable firms of different sizes co­

exist with in industries (papadaki and Chami, 2002). Davidson argues that growth is a choice of 

the owner-manager and that profit maximization is only one of the possible motives for business 

growth. In empirical models of small firm growth, the characteristics of founders of businesses 

were linked to their growth aspirations (Davidson, 1989). 

According to the theory of stages of deve lopment, growth is part of the natural evolution of a firm. 

As quoted in voulgaris et al (200 I), Scoff and Bruce (1989) proposed five stage models of firm 

growth; startup, survival, growth, take-off and maturity. In each stage of development a different 

set of factors is critical to the firm's survival and success. These among others include the ability 

of the owner and the availability of enough cash to satisfy the greater demand for financial 

resources brought about by growth. 

Many literatures dealing with firm growth associates the growth of finn with observable factors 

such as location , capital, sales, etc. However, in the words of Laursen et al (1999), firm growth has 

not been explained in a satisfactory way, and, there are still unexplored sources of explanation. 

The vast majority of variation in firm performance, however, is not associated with traditional 

observable such as location, industry, size, age or capital, rather it is associated with unobservable 

factors specific to the firm or business unit, many of which appear to be permanent attributes of the 

business. One such attribute is the managerial or entrepreneurial capital of the firm. 

2.4. Empirical Evidences 

2.4.1. The Growth Dynamics of MSEs 

Most of previous studies on firm dynamics and their analysis relating to small enterprises have 

been static in their orientation (Liedholm and Mead, 1999). However, studies have recently been 

conducted in a number of countries that provide a framework for better understanding of patterns 

of enterprise births, survival or closures, and growth. These studies of small firm dynamics are 

important because they provide insights in to the feasible and desirable patterns of growth in out 

put and employment (Liedholm and parker, 1989). 
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Small firms are in a constant state of flux (Mead and Liedholm, 1998). This implies during any 

given period, new firms are being created (new starts, or enterprise births). While others are 

closing; at the same time, some existing firms are expanding and others are contracting in size . An 

important part of the process lies on better understanding the growth process among the micro and 

small-scale enterprises. 

Analysis of small firm economics usually focuses on the dynamics of growth and survival, and on 

business format ion (Ozean, \ 995). The re levant theoretical literatures and empirical evidences 

relating to dynamics of micro and small-scale enterprises are found at firm level. According to the 

same authors, theoretical literatures on firm dynamics are quite limited. The classical theory of the 

firm sheds litlle light on the formation, growth or dissolution of individual firms. The classical 

theory for Liedholm and Mead (\999) is a static equilibrium theory, with no implications for the 

rate of entry, exit or speed of adjustment. Moreover, it assumes that the supply of entrepreneurs is 

perfectly elastic, and that no learning occurs with in the firm. Traditional neoclassical theory of the 

firm is also limitly useful, because firms are not endogenous, but production functions showing the 

relation between out put and inputs (Groenewegen, \993). These "firms" operate in a given and 

static environment. 

As pointed out by Mead and Liedholm (1998), empirical evidences on new business starts in 

developing countries, though limited in number, makes clear that new small enterprises are being 

establi shed at a substantial rate. The results of those studies revealed that the annual rate at which 

new enterprises are started in the surveyed countries averaged over 20% ranging from just below 

20% in Ken ya to over 30% in Botswana. These surprisingly high figures are substantially above 

the 10% rates typicall y reported for small enterprises in industrial ized counties. As indicated in 

many literatures, relatively little is known about the factors driving the micro and small enterprises 

new start rates. But a recent study focusing on MSEs in Zimbabwe indicates that determinants of 

new starts d iffer between high and low retum activities (Mead and Liedholm, \ 998). For high 

return activities, initial capital requi rements, experience of the entrepreneur and the level of 

regulations are all inversely related to new start rates. For low return activities, the rate of new 
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starts is related (i nversely) only to the aggregate level of economic activity; for these firms , the 

lower the level of aggregate economic activity the higher the rate of new starts. 

Liedholm and parker (1989) identified excess demand for the goods of a small firm and excess 

supply of labo r capital or other inputs to be responsible in stimulat ing firm starts in Africa. 

Somewhat more empirical evidence exists on the closure (or death) rates of small firms in 

developing counties (Liedholm and Mead, \ 999). They also noted that most empirical studies have 

indicated that mortality rates are inversely related to firm size, which means closure rates decline 

as one move to large size categories of firms. Nevertheless, one of the relationships found most 

consistently in empirical studies of firm dynamics is between firm closures and the age of the firm. 

Virtua lly all the empirical studies indicate that there is a strong inverse relationship between the 

age of the finn and the fai lure rate. Indeed, most disappearances occur during the early years of a 

firm 's existence. 

Liedholm and Mead (1999) hold that empirical relationships between new start rates of micro and 

small firms and other variables have not been systematically examined in any developing country. 

Empirical evidence on new business starts in developing countri es makes clear that new micro and 

small enterprises are being established at a substantial rate. 

Moreover, it is indicated in study works conducted on micro and small enterprises in Africa that 

the vast majori ty of new firms being created are one-person establi shments. 

The other dimension of firm dynamics is firm survival. Some studies gave particular attention to 

this aspect of firm dynamism i.e. firm survival, as in Agarwal and Gort (2000). The study 

decomposes the determinants of firm survival in to firm and product (industry) attributes. It is 

found that the principal variables that affect hazard rates are learning by doing, the dynamics of 

attri tion of inefficient firms and technological intensiveness. All the three variables follow a 

predictable course over the life cycle of the firm. Hence, surviva l is viewed as a function of a 

vector of firm variables and vector of industry variables. Many other studies conclude that the 
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surviva l rate of small enterprises is determined by location, sector in which the enterprise IS 

operating, and gender of the entrepreneur i.e . female-headed enterprises are less likely to survive. 

Several recent formulations of firm dynamics, on the other hand, have accorded a much more 

central role for the entrepreneur in firm dynamics Liedholm and Mead (1999) argue that 

entrepreneurs have different abilities, yet entrepreneurs are unsure about these abilities when a new 

business is established. Entrepreneurs gradually " learn" about their abi lities by engaging in the 

rough and tumble business world and observing how well they perform. As they learn more about 

their own abilities, entrepreneurs change their behavior over time. those who revise their ability 

estimates upward expand, while those who revise them downward tend to contract or disappear. 

The model is, in fact , developed by Jovanovic (1982). His model synthesizes the key elements of 

these entrepreneurial models with those of the stochastic models and generates a rich set of testable 

hypotheses about the life cycle patterns of finn growth. In general terms, this model indicates that 

the age and size of the firm playa crucial role in firm growth. More specifically; this particular " 

learning" model predicts that both the firm 's failure rates and growth rates will be inversely related 

to the age and initials size of the individual firm. However, Jovanovic' s model does not indicate 

what the key determinates of thi s managerial ability might be or how other important variables 

might affect firm growth. 

2.4.2. Empirical Literatures on the Determinants of Firm Growth 

Small business success, as well as all business success is predominantly measured 111 either 

increase in turn over or revenue or in increases in the number of people employed (Berkham et al 

1996; Holmes and Zimmer, 1994 and 1LO, 2004). Some studies define small firm growth as the 

average change in sa les. Most other studies, particularly those in developing cOlmtries, measure 

firm growth as a change in number of employees. 

The early growth theories of finn are based on Gibrat's law, which states that firm growth is 

independent of firm size. The basic tenet underlying Gibrat ' s law is that growth rate of a given 

firm is independent of its initial size at the beginning of the examined period. 
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Recent li teratures on firm growth reveal that prevIOus studies on the determinants of small 

enterpri ses drew many useful fi ndings and conclusions. Early studies on firm growth stemmed as 

an important issue of the investi gation of Gibrat 's law and the testing of the relationship between 

firm size and growth. Gibrat's law, which indicates that firm growth is independent of firm size, 

has been used as the basis for a number of theoretical form ulations (Ozcan, 1995). 

Subsequent studies on determinants of firm growth argue that Gibrat's Law does not hold very 

well empirically. In Geroski (1995), a number of stylized facts and results are presented which 

summarize recent empirical works. Some of the major find ings have been that i) firm survival 

tends to increase with firm age and fi rm size and ii) firm growth tends to decrease with firm age 

and size. Evans (1987) and Harabi (2003) concluded that Gibrat's law must be rejected for smaller 

firms. 

Some of the recent theoretical works on industry and firm evolution have generated testable 

hypothesis about thi s process. More over as Davidsson and Henrekson (2001) pointed out, large 

bodies of these empirical researches aim at identifying micro-level factors explaining the 

emergence and growth of fi rms. 

Results of empirical study by Harding et a l (2004) indicated that for larger firms, there is 

essentially no relationship between growth and size. The findings of a study by Hart and Oulton 

(1996) on firms' variance of growth and size in UK reveled that the variance of growth varied 

widely across size classes of company. In the very smallest and very largest size classes it declined 

with increase in size of company. But for most size classes it increased with increase in size of 

company. While there is no simple relationship between size of company and variance of growth, 

there is a clear negative relationship between thi s variance and mean growth for most companies. 

However, the important conclus ions emerging from the growing empirical literature is that firm 

survival increases with the age and size of the firm. As quoted in papadaki and Chami (2002), " 

10vanovi (1982) relate this observation to incomplete information on efficiency levels. Firms learn 

their true costs only subsequent to entry; efficient firms grow and survive while inefficient finns 

shrink and die." 
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Liedholm and Mead ( 1993), arrived at similar results in thei r analysis of small firm survival and 

growth in Afri ca, and fo und that small enterprises with initial size and which are male owned have 

higher survival and growth likelihood. The result of the same study indicates that growth 

likelihood is higher for younger firms. They presented a summary of the relationship between firm 

age, s ize, location and gender, and survival and growth likelihood of MSES based on econometric 

results of research works undertaken in four South African countri es and Dominican Republic. The 

resul ts are displayed in Table 2. 1. Most of the findings reveal that determinants of MSE survival 

and growth identified in the study are consistent with most empirical literature findings. 

Table 2.1. Key Determinants of MSE Survival and Growth 

Factors of growth Survival Likelihood Growth Likelihood 
(firm characteristics) (Higher if MSE is.) (Higher ifMSE is.) 

Age Older Younger 

Past growth Growth in past -

Init ial size Smaller Smaller 

Sector Not in trading In particular sectors that vary by country 

Location Urban, Not in home Urban, Not in home 

Gender Male-owned Male -owned 

Source. The dynamics of Micro and small enterprises in developing countries, World 

Development, Vo1.26, No. 1, P.66. 

Note. Smaller, older and yo unger in the above table stated relative to the firms 

Considered in the analysis 

As to the factors promoting or determining firm growth, an empirical ana lysis from Morocco by 

Harabi (2003) indicated that the following are the principal determinants of firm growth. location 

in large urban centers; the presence of price competition; presence in markets with high demand; 

product diversification and market share expansion; and certain govermllent policies such as labor 

regulations. The study also found out that the principal factors impeding firm growth are lack of 

access to qualified workers and managers; location in smaller population centers and certain 

government policies and regulations. However, accord ing to hi s analysis results, tax regulations, 
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the level of taxes, and labor regulations do not seem to affect expected firm growth negatively. 

Despite this, there is different argument concerning the effects of tax on enterprise growth. For 

instance, Reinecke (2002) in his study indicated that tax deposit system and tax differentials in 

Uganda penalized small enterprises there by affecting their growth. 

As explained in Liedholm and parker (1989), results of analysis of survey on small scale 

manufacturing enterprise in Sierra Leone, further substantiate the prime ro le of location to firms' 

success. The study indicate that none of the enterprises in the smallest rural area expanded at all ; in 

localiti es with 2000 to 20,000 inhabitants, 13 percent of the surviving firms added workers, while 

in the larger localities with 20,000 or more inhabitants, the percentage of firms growing was 31 

percent. 

Accord ing to Voulgaris et al. (200 I), impediments to growth have been fo und to be low access to 

financ ing and to sources of info rmation and technology. Lack of technical and managerial ski ll , 

inadequate organizational adaptabi lity and abi lity to acquire or use new technology are considered 

also as impediments to growth. The authors argue that the lack of resources experienced by most 

small firms suggest that substantial benefits might be obtained through the development of 

strategic partnership with other small or even large-size firms. Ozcan (1995) also suggested the 

need for developing networks capable of delivering economies of scales and greater market 

penetration for successful enterprise growth performance. 

Voulgaris et al (200 I) relate successful growth of firms with entrepreneurial attributes. According 

to him many entrepreneurs choose not to grow because of fear of loss of personal control of the 

firm, fear of hav ing to go into debt or reluctance to pass the responsibility of running the business 

over to professional managers. Similar argument offered by Andreff and Redor (200 I). They 

indicate that in theoretical terms the business creator is above all and ' entrepreneur" whose 

individua l characteristics are one of the determinants of new-business growth. According to 

papadaki and Chami (2002), the entrepreneur has the will ingness and superior ability to make 

decisions, raise capital and assume the risk of fai lure. They observe that firm's output is a function 

of managerial ability as well as capital and labor. These Authors drew many useful findings and 

conclusions from their empirical work on data obtained through survey of 1337 small business 
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establi slmlents in Canada. They consider such variables as education level, age, gender, growth 

moti vati on and management know-how of the owner (manager) and other business practices as 

well as age and size of the firm . Their findings revea l that level of education, informal net 

working, partnershi p; innovation and market focus have significant impact on small firm growth. 

They also conclude that age and size of the firm have significant impact of firm growth. 

But, fo r Bager and Scott (2002), important growth determinants of private firms are not only the 

education, age and gender composition of the firm 's owner-manager but also the staff and its level 

of income. They conclude that those entrepreneurs who make their fi rms grow are relatively young 

and that those who make their firms survive are more experienced and older. If education and 

income levels are understood as indicators of knowledge and financial assets, yo ung age are seen 

as empirical indicators of entrepreneurial orientation. They also comment that these results support 

those who argue for an integration of resource-based theory and entrepreneurship theory in the 

growth fie ld. 

Person (2002) in her study on the survival and growth of new establi shments also observed an 

important positive relation between educational and demographic factors, and survival and growth 

of firms. Accordi ng to her study' s results, although the probability of an establishment surviving is 

less, if the work force (includ ing the owner) is very young, such establi shments do grow faster 

provided they stay in business . New establishments dominated by workers with the lowest level of 

education exhibit a lower rate of growth. 

2.5. Opposing views on the Role of Small Enterprises, Social and Economic 

Significance and Situation of Small Enterprises 

2.5.1 . Oppos ing Views about the Role of Small Enterprises 

The ro le of Micro and Small Enterprises to the creation of jobs and to the alleviation of poverty 

has increasingly been appreciated by many developing countries. MSEs in these countries are the 

predominant features of their economy. Despite their large numbers, MSEs are often seen as low­

income activities that do not contribute to the economy. For example as Daniels ( 1995) puts it, 
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some writers report that, " as agents of economic development, very small enterpri ses are, to put it 

bluntly, of little interest". Others have emphasized that MSEs have an important role to play in the 

development process (Liedholm and Mead (1999), Mead (1994), white (1999) and Daniels (1999). 

Detailed surveys in a number of countries suggest that as many as a quarter of all people of 

working age are engaged in MSEs activities. 

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

understanding of the process through which employment in MSEs grow. This lack of knowledge 

has led to a lengthy and generally fruitless debate regarding the extent to which expansion in 

employment in MSEs should be seen as a component of a successful development process or as a 

sign of the malfunctioning of the rest of the economy (Daniels et al 1995) 

Many critics of MSE support argue that even though the sector is a significant employer of the 

poor, micro and small enterprises and the jobs they offer are merely parts of a survival economy 

but are not parts of a dynamic process of economic growth. Hence, resources directed to the 

support of these enterpri ses are considered as wasted from a long-term development perspective. 

Mead (1994) class ified these opposing views on the basis of the deri vi ng fo rces leading to growth 

in employment. According to him for many individuals engagement in small enterprises is a kind 

of survival activity to sustain them until something better comes along, such employment growth 

might be thought of as "supply-driven" Expansion of employment of this type could be seen as 

reflection of the fai lure of the economy to develop in ways that provide rising levels of welfare for 

the majority of the people. The opposite polar case reflects a situation where employment in small 

enterprises grows as entrepreneur's identity and responds to market opportunities. In this case, the 

driving force is an increase in demand for labor as entrepreneurs expand their work force in 

response to these market opportunities. This pattern of growth is characterized as a 'demand­

driven " expansion. Expansion of employment of this type clearly can be thought of as a 

component of successful development. 

However, Daniels et al (1995) argue that in the absence of reliable information , it is difficult to 

determine the extent to which each side of the debate is justified, or to determine which MSEs are 

growth oriented and which are best considered as part of the survival economy. 
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Despite these opposing arguments about the importance and role of small-scale enterprises, there 
are sufficient reasons for promoting the development of small-scale enterprises in developing 
countries. 

Mead (1994) emphasized the different roles that small enterprises can play at di fferent stages of 
development. As development takes place, household and artisan activities decline in importance, 
being replaced first by small workshops and factories, later by large factories. White (1999) 
strongly underscores the benefits of the small enterprise sector from the ractical cOl1tex.LoJ..f __ 
Thailand's economy by saying, 'it is easy to dismiss or ignore the contribution of the MSEs sub­
sector. However, to do this in Thai land would be to over look a large section of commercial 
activity ' . According to Assefa (1997) and Dondo (1998), MSEs, being labour intensive and capital 
saving, have great potential to absorb the growing number of unemployed and under-employed 
population. MSEs also have potential fo r mobilizing local resources and they are also desirable 
because unlike medium and large industries, they can be located in rural areas or small towns and 
villages there by assisting in curtai ling undesirable rural-urban migration. Hence, the important 
role of micro and small-scale enterprises in economies like that of Ethiopia cannot be 
underestimated. 

2.5.2. The Economic and Social Significance of the sector 
In the past two decades and even at this moment, the importance and contribution of micro and 
small enterpri ses in stimulating development and hence growth is almost universally 
acknowledged particularly in those of developing countries of Asia, Latin America and Afri ca. In 
many less developed countries (LDCS) and in some developed countries, the development of 
MSEs obtained due attention because of their considerable contribution in a vari ety of ways. 
Some consider MSEs tend to be relatively labor intensive and use low level of teclmology. A 
strategy to expand or diversify the sector is li kely integrated with creating employment and 
achieving fa ir distribution of national resources, income, knowledge and power while others 
consider it more important even when large- scale industries dominate, many micro and small 
enterprises retain their competitive advantage by serving dispersed local markets, providing 
different iated products with low scale economies to remote market areas and they are often seen as 
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a domestic based business acti vities in contrary to large fi rms which are mostly in foreign hands 

and depends on imported teclUlology from advanced countries ( Amin, 2002. 2 1). 

According to Todaro (2000), micro and small enterprises (MSEs) play a great role in the formation 

of human capital by providing access to training and apprenticeship at substantially low costs than 

that provided by formal institutions or by the formal sectors. By taking the country's level of 

infrastructure development, the location of raw materials, the ever-growing population, and the 

ex isti ng pattern of uneven di stri bution of industries between regions into account, the importance 

of MSEs have no question. Accord ingly, MSEs have a greater role in supporting the country in 

reducing the population pressure on ex isting land. More over, they are crucial in path for poverty 

alleviation. 

Mkandawire summanzes the most frequently asserted specific contributions of the sector 

(Mkandawire 1999.38) 

• Effi cient utili zation of resources 

• Employment generation 

• hmovative entrepreneurial development 

• Stimulati on and democratization of capital accumulation by 

redressing regiona l or ethnic imbalances. 

• Regional deve lopment 

• Poverty alleviation 

• Increasing of fl exibility of the economy 

The potential significance of thi s sector has not been used or exploited especiall y in labor-intensive 

light industri es. This Research is very much significant in emphasizing on the role of employment 

creation and income generation. 

Effort to promote MSE has taken relatively long hi story. In Latin America well-organized 

programs ex isted as earl y as the mid-fi fties. At that time, technical assistance was rare but 

financial program had been already created in Mexico, Venezuela and Argentina. These initiations 

were fo llowed by Brazil , Chile and Colombia in the sixties (United Nation, 1969). 
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A remarkable consensus about objectives and instruments were evident in these early initiatives. 

They were oriented towards the formation of layer of modern small scale manufacturing firms, 

facili tating the transition from household or handicraft enterpri ses. Employment creation was an 

important objective and the program was carried out by either state or non-governmental agencies 

(Uribe-Echevarria F; 1992) 

In Africa, many wri ters argued that programs were oriented towards supporting small-scale 

industries approached soon after independence in the mid-sixties. It is further explained that 

Afri can programs were emphasized on provisions of industrial states and training of entrepreneurs. 

The programs were often linked to African policies in which assistance aimed primarily at 

transferring business to indigenous nationals (World Bank, 1978; Ayree, 1977, Living stone, 1982) 

In Asian countries, li ke Korea until now MSE have been played a vital role in creating jobs and 

increasing income, as well as contributing to the rapid economic growth through incessant 

technical innovation and the production of quality products. Focusing on manufacturing industries 

the num ber ofMSE gradually increased since 1960s (promotion of SME seminar; July 17-30, 2000 

Seal Korea). 

In the late 1960 's, investment in heavy industri es become less dominant, and policies favoring the 

small were strengthened principally by reversing an increasing number of products for the small , 

while restricting capacity expansion of the large, and also by promoting a quite dramatic increase 

in bank lending to small size firms. Thus, much small scale especially handicraft , industry was 

protected and preserved (Little, Maunder, page jr; small manufacturing enterprise 1987, 302). 

In the 1980's and 1990's the development debate in combating the worsening poverty in poorer 

countries of the world was focused on the principle of "reaching the poor" to promote the use of 

the most abundant productive resources of the poor, that is labor. According to the world 

Development report 1990, thi s can be achieved through. 

• Goverrullent and non- government self selected programs, which Exclude the non­

poor by offe ring benefits that are of interest only to the Poor, 
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• Carefully designed interventions to meet the specific needs of the poor In the form of 

developing technologies suited to farmers and devising credit schemes to serve small 

bOlTowers. 

It was from this idea that the development practitioners in United States and Western Europe 

started to focus on micro enterprises programs and the World Bank has started to give short-term 

and long-term loan for government led micro-credit programs in poorer countries of the 

developing world including Ethiopia. 

The fewer developing countries, who have not been successful in any of their industrialization 

process, promote the development for MSE, based on their chronic economic and social problems 

such as; sluggish growth, capital shortage, high level of unemployment, high rural! urban 

migration, differences in income inequalities and sever difficulties in the export sector. 

2.5.2.1. Employment creation 

Employment is defined as the action of employing some body or the employment rate is the 

percentage change of the population that is employed (Henderson and Poole, 1991). 

One of the tasks of a govenm1ent is to create employment opportunities for its citizens. This task 

has been the preoccupation of various governments in the past. However, according to 

V.Sattymurit, economic development in 2/3 of the world has not lead to the predicted absorption or 

displacement of labor, even in countries that experienced industrialization much faster. With high 

population growth significant migration to the cities large manufacturing industries alone are not 

enough to create jobs to absorb the rapidly increasing supplies of labor. Because of their labor 

intensive nature MSE tlu'ough micro credit has become a major job opportunity strategy for the 

urban poor. 

Development specialists have emphasized the role of informal sectors importance as a creator of 

job and incubator of small and medium enterprise. In this view, the informal sectors (Micro­

enterprises) are giant sponges absorbing much of the shock of periodic economic contractions by 

soaking up excess labor and provide second income to individuals whose real earnings have been 

eroded by inflation and public spending cutbacks (Fid ler and Webster, 1996.6-7) 
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The MSE sector is characteri zed by highly diversified acti vities, which can create job opportunities 

fo r a substantial segment of the population. This indicates that the sector is a quick remedy to curb 

the unemployment problem. To so lve the problem of unemployment and facilitate the 

enviroru11ent for new job seekers, self-employment by direct intervention and support of the 

government are crucial (MIT, 1997. 2). 

The creation of job opportunities and expansion of economic activities are considered as important 

development strategies in most developing countries . Around the world MSE are increasingly 

seen as the creator of new jobs. MSEs are able to contribute to national development goals in job 

creation, particularl y through self-employment. The ILO has actively supported member countries 

in the promotion of new employment opportunities through MSEs development (ILO job creation 

in SME recommendation, 1989, No. 189). 

Small owner operated enterpri ses, that function outside the official regulatory framework, 

contribute substantially to employment and productivity. International labor organization (ILO) 

estimates indicate that the informal sector accounts fo r 59 percent of sub-Saharan African urban 

labor force (World Bank, 1989) 

According to ILO self-employment, which is a characteristic of MSE in urban areas, remains to be 

a very important source of employment in the future and is broad ly considered to be inline with 

patterns observed in developing countri es. Self-employment is particularly well suited to the needs 

of women workers, as female participants in the working force increase, growth of self 

employment opportunities will be an important factor fo r matching employment poss ibilities to 

employment needs. by the token, MSEs are more advantageous for developing countri es, not only 

because, they demand more labor but also usually demand unskilled workers who are excessively 

available in those countries . The urban micro enterpri ses will grow in crisis when the formal 

sectors contract or grow too slowly to absorb the labor force in spite of their ineffi ciency and 

affording low pay generally fo r their participants (Paul Over Pedersen, 1998). There fo re, 

acco rding to the author, when large enterprises shrink micro enterprises will expand and create 

high employment opportunities. 
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When the rural areas are commercialized, many farmers will remain without land and are forced to 

migrate to urban centers where they can do business to earn their living. And also rural-urban 

migration in the case of most developing counties, especially in Ethiopia occurs due to the 

ex istence of sever rural poverty and lack of agricultural land. Even if, in the short run migrated 

people have little or no work, in the long run MSEs will be not only a temporary but also a 

permanent work place for many poor who are forcedly migrated form rUJal areas to urban centers. 

As the people in rural areas have increased and the quality of fertile land has remained the same or 

has even decreased more people are forced to make a living in any way other than through 

farming. Most migrants to the cities in search of employment, but government and public 

enterprises are downsizing and in spite of economic liberalization and restructuring private 

business, whether foreign or local, are not absorbing even a small proportion of the people who 

want jobs. As a result the only option in some form of self employment whether in the country 

side or in the town and hence informal sector of micro enterprises appears not to be a temporary 

waiting place for formal jobs, but a permanent and growing part of the economy (Malcom Halper, 

1998, profit for the poor; case in MIF) 

2.5.2.2. Generate Income for Urban poor 

The definition of the major components of national income and product may accordingly, be 

introduced in the course of explaining income and employment theory. The basic characteristic of 

the national income accounts is that they measure the level of economic activity in terms of both 

product supplied and income generated. Correspondingly, national income analysis divided the 

economic system in to distinct sectors. The simplest approach uses two sectors. a business sector 

and a household sector. All products are regarded as created by the business sector (thUS, self 

employed persons have to be treated as business in earning their income and as households in 

disposing of it). Final goods output are divided in to two components. Consumer goods produced 

for sale to households and investment goods for sale to finns. Similarly, all income is generated in 

the business sector and none of them in the household sector (non-market activities such as the 

work of home makers or home improvements, are not counted in national product and income). 
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The leve l of income generated equals the market value of final goods out put (Encyclopedic 

Britannica 1994, 17.946). 

The national income accounting, measures the annua l out put and income flows. It also provides 

basis for assessing the economic performance for designing public policy and for understanding 

how all the parts of the economy interact. The most comprehensives measure of output is Gross 

Domestic product (GOP), which measures the total market value of all fina l goods and services 

produced within a national boundary during a given time period . The value added at each stage of 

production represents a contribution to total output, which is equal to the market value of a product 

minus the cost of intermediate goods (Brad ley, 1997). 

In the urban areas of deve loping countries most of the households are living below socially 

acceptable standard level of consumption. In general there are no secure and permanent job 

opportunities or work place, for most people in urban centers of less developed countries. Hence, 

MSE wou ld be a solution to struggle for their survival of these who have little capital. To make 

their li velihood, usually poor people are engaged in MSEs activities that demand labor and 

traditional technologies. This makes possible to generate income for their daily or timely 

consumption. 

The income generated from MSEs brings extra benefit s to households. Such benefits include 

increase saving, better nutrition, better access to health care and educational services. Specifically 

better access to health care and educational services are necessary to enhance the e fficiency and 

productivity of informal sector (MSEs) operators with better management sk ills that promote 

further development of MSEs (Tadesse Ababu, 200 1; the role of MF progran1 and the success of 

small business in urban area). 

MSEs through micro financing programs, enable the participants to have higher income compared 

to the income level prior to their participation. On this respect, it was confirmed that evaluation of 

micro enterpri ses lending projects indicate that such programs could improve poor people's 

income and product ivity considerably (Holt and Ribes, 1991). The authors indicated in their study 

of the small business program of National council of church in Kenya, that there was 10-14percent 
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increment in net income of the operators. A similar study made on the role of Indonesians Bank 

Pakyat, the largest micro finance institution reveals that its borrowers have increased their net 

household income by 75 percent and net enterprise income by 93 percent (Fidler and Webster, 

1996.23) 

In 1990 the Ethiopian government and international development association (IDA) under the 

Market Towns development Project (MTDP) plaImed to improve infrastructure in towns 

considered market and service centers for the agricultural hinterland and to alleviate poverty 

problems in selected urban areas of the country through employment generation and income 

enhancement program (the Ethiopian economic association, 1999/2000. 330-331). 

In view of the above, Ethiopian government has presently recognized and paid due attention to the 

promotion and development of micro and small enterprises for they are impol1ant vehicles to 

address the challenges of unemployment and economic growth in the country. A typical example 

of this recognition has been the design ofa Micro and Small Enterprises, Development Strategy. 

These are, in fact, consensus on several points concerning the significance and role of small 

enterprises in many literatures written on the subject. Micro and Small enterpri ses are justified for 

the following reasons. 

a) They create substantial job opportunity. Employment generation is one of the major 

objectives of the national development policy of a country. All small enterprises, broadly 

defined, display a remarkable capacity to absorb labour thus contributing to easing the 

pressure of unemployment. Thus, technologies that require more labour per unit of output 

should be favored than those, which need less labour, Being labour-intensive and capital 

saving, small enterprises could help in solving many of the problem Ethiopia is faced with. 

Small enterprises have great potential to absorb the growing number of unemployed and 

under employed population. They generally employ workers with limited formal training. 

b) They offer potential for resource mobilization. Economic growth in Ethiopia is 

constrained, among other things, by shortage of capital. The country is in early stage of 
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industrialization. Thus, much of the required investment for the industrial sector should 

come from domestic savings. There are, however, reserves of idle saving that could be 

drawn in to productive use if the owners had the choice to set up business by their will. 

Thus, one of the objectives of developing of Micro and small-scale industries is to mobilize 

the unutilized and underutilized saving so as to make them productive. 

c) The decentralization argument. Micro and Small-scale enterprises are desirable because 

they can be located in rural areas or small towns or villages. Often large and medium 

industries are concentrated in few urban centers, which entails undesirable rural to urban 

migration. Such unwanted and unplanned flow of people from rural areas to urban areas 

could create social problems to the urban centers on the one hand and with draw the 

productive labour force from the rural areas on the other hand. In general, they are loose 

foot and also convenient for geographical spread of industrialization. The decentralization 

process may help balance the disparity in economic growth between rural and urban areas. 

Hence, decentralized distribution of industries and the promotion of industrial growth in 

small towns and rural areas with potential resource base is very essential for the country. 

d) They are sources of income for many people. Because Micro and small-scale enterprises 

offer a remarkable capacity to absorb labour, there by relieving the problem of 

unemployment, they provide income-earning opportunities for a large portion of the 

population. They generally tend to contribute to a more equitable distribution of income. 

e) They add to the variety of consumer goods. They produce relatively cheaper goods and 

services locally using labor-intensive methods satisfying the needs of particularly the poor 

people-hence contributing to the variety of consumer goods. Besides, they develop a pool 

of skilled and semi-skilled workers that will be a basis of future industrial expansion. 

f) They facilitate fonvard and backward linkages. They promote subcontracting 

arrangements and acts as ancillaries to large-scale enterprises. They facilitate effective 

technology transfer as a result. In addition, they provide significant intersect oral linkages, 

integrating economic sectors through backward and forward linkages. 
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g) They serve as agents of rural transformation. In the rural areas, they constitute centers 

of innovation as well as of economic and social changes thus helping transform rural areas 

in to market economy through gradual magnetization. Hence, they contribute to the 

economy, especially rural trade and production in terms of out puts & skills (Andu-Alem, 

1997). 

h) Seedbeds for entrepreneurial development. They are seedbeds for entrepreneurial 

deve lopment and offer excellent opportunities for entrepreneurial and managerial talents to 

develop and mature, the critical shortage of which is often stressed as a major handicap to 

economic development of most developing countries. 

i) They are flexible and adapt to market changes quickly. They also have great reliance on 

indigenous resources-raw materials. They generally show less need for developed and 

costly infrastructure. 

2.5.3. Situation of Micro and Small Enterprise in Ethiopia's urban areas 

As Harper (1997) put it, because the activities of small businesses are largely undocumented, it is 

very difficult for planners and researchers to know whether they are or are not acting in accordance 

with a given national policy or strategy. Detai led data on the situation of such activities are rare 

and for one or other reason it is hardly possible to get satisfactory information about small 

enterprises even from a responsible institution. Currently, what is available in this regard is a 

survey result of the Central Statistical Authority, which is based on sample data. The sample 

survey conducted in 48 major towns of the country by CSA, in May 1997, showed that there were 

892,715 and 5849 11 Handicrafts and informal sector activities respectively, that absorb 2, 142,714 

labour force. 

[n Ethiopia the urban centers, especially Addis Ababa and other regional cities, are characterized 

by rapid rural - urban migration of people from various parts of the country. This migration with 

high natural growth rate of population aggravates the unemployment problem in the city. The 

1994 nationa l population and housing census of Ethiopia indicated nearly half (47percent) of the 
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total population of Addis Ababa is migrants (CSA, 1995). " Urban migration and high population 

growth rates have made unemployment a critical problem for developing countries. Governments 

and donors of developing Countries have responded by financing the problems that develop MSE, 

which are meant to absorb a portion of excess labor" [Fidler and Webser, \996). 

The issue of micro and small enterprises (MSEs) has been a long history in the Ethiopian context, 

due to its significant role in creating employment opportunities and generating income to the 

sizable portion of the rural and urban people next to agriculture. Despite of their significant 

contribution to the country's economic development, MSEs have not obtained due attention for 

their sectorial development. Many of the policies formulated have created biased environment 

against the development of MSEs. Unti l the last decade, during the Derg regime the state had 

motivated and sponsored the development oflarge scale public enterprises with policies planned to 

prohibit direct competition, neglect the private entrepreneurs and suppress MSEs. In contrast, since 

the initiation of economic reforms MSEs development have received a great deal of attention as a 

priority area that is crucial for stimulating economic growth in Ethiopia (Amin, 2002.28). 

Nowadays, in Ethiopia the government is taking various measures to promote the development of 

MSEs in urban centers. Consequently, MSE development and promotion strategy has been 

formu lated through Fed MSEs Agency's. The main objective of the strategy is to create an 

enabling legal, institutional and other supportive environment for the growth and development of 

MSE, in order to maximize employment opportunities to the jobless and poor people. 

As indicated above, Addis Ababa experienced serious social and economic problems like high 

population growth and unemployment. Specifically, some observers indicate that unemployment 

among the youth has become a serious problem to the Addis Ababa city goverrunent. In relation to 

this, the Addis Ababa city government started to promote self-employment opportunities to the 

yo uth through launching MSE so as to rai se employment and income earning capacity of the poor 

in general and that of the unemployed youth in particular. 
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2.5.3.1. Salient Features of MSEs 

According to the three independent surveys on handicrafts, urban informal sector operators and 

small scale manufacturing establishments conducted by CSA 1997, the number of MSEs was 

estimated at about 1.5 million, employing over 2 million work forces. Total gross value of 

production and va lue added were estimated at Birr 3.6 billion and Birr 1.2 bil lion, respectively (see 

Table 2.2). 

Table 2.2. Major Facts of MSEs 

Number of Number of Gross value of Value Added 
Tvnes ofMSEs Establishments workers production (000 Birr) 

(000 Birr) 
Handicrafts 892,719 1,3 11 ,745 1,402,0 15 394,318 

Urban informal sector 584,911 730,969 1,977,423 772,770 

Small Scale 

Manufacturing enterprises 2,73 1 8,929 187,882 60,605 

Total 1,480,36 1 2,051 ,643 3,567,320 1,227,693 

Source. CSA . Slalislical Bullelm, No. 172,174 and 182. 

As can be observed from table 2.2 above, with in the MSE sector itself, micro enterprises 

(handicraft and informal operators) account for 99.8 percent of total establishments, 99.6percent of 

total employment, 94.7 percent of gross value of production and 95.1 percent of value added. One 

feature of the Ethiopian private sector as a whole is that it is highly dominated by micro and small 

enterpri se operators. If one extends the data to include medium and large scale enterprises 

provided by the CSA survey of 2002, one would observe that the micro and small - scale enterpri se 

sector accounts for the bulk of employment in non-agricultural economic activities in the country 

(see Table 2). 
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Table 2.3. Number and Percentage Share of MSEs out of T otal Enterprise 

Number of GI'OSS Value Value Added 
T ypes of Enterprise Establishments Employment of Production (000 Birr) 

(000 Birr) 
M iero and Small Enterpr 

1,480,36 1 2,051,637 3,567,320 1,227,693 

Mediumand Large 

Enterpri ses 796 94,310 8,422,998 2,366,457 

All Enterprises 1,48 1,157 2,145,947 11 ,990,3 18 3,594,150 

Share of MSEs(percent) 

-Source. CSA Survey Rep ort No. 172.174.182 and 20) 

Table 2.3 ind icates that MSEs account for almost the entire number of establi shments and 

employment. The share of the sector in terms of gross value of output, and value added however 

remains at 29.7 percent and 34 percent respectively. This implies that although MSEs dominate in 

terms of number of establishments and employment, their contribution to gross value of out put 

and value added is rather modest when compared to that of medi lun and large enterprise sector of 

which gross val ue of out put and value added is about Birr 8.4 billion and Birr 2.4 billion 

respectively. 

Light consumption goods such as textil es and food and beverage processmg dominate the 

handicraft and small-scale industries. For example, textile, particularly clothing, is the dominant 

acti vity accounti ng fo r 45.2 percent of gross vale of out put and 46 percent of value added 

fo llowed by food and beverage processing which accounts for 40 percent of gross value of out put 

and 34 percent value added (see Table 3). Higher concentration in these areas could be attributed 

to the fact that the products/ services of MSEs, particularl y micro enterprises are geared towards 

satisfying the needs of the low- income group of the society. 

MSEs provide gainful employment to many people. Provided that the average household size in 

Ethiopia is estimated at 5 persons, it can roughly be estimated that MSEs, employing over 2 

mill ion workers, (see Table 2.3) support over 10 million people, or about 15percent of the total 
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population. The fact that MSEs play important role by way of creating income and providing basic 

consumption goods signifies its pivotal place in the poverty reduction endeavors of the country. 

Table 2.4. Structure of Handicraft and Small Scale Industries 

Number of Value Added 
Types of Commodities Establishments Employment GVP (OOO'Birr) (OOO'Birr) 
Food and Beverage 357,507 499,203 637,129 156,699 

Textile 298,378 484,718 718,453 209,407 

Leather 11 ,825 22,251 61 ,499 20,351 

Wood ~' J 1-4,94-7 7,1~ ") 3,) 

Paper & Pending 74 191 3,453 1,410 

Chemical 100 179 1,656 469 

Non-Metallic Mineral 151 ,36 1 198,709 30,778 14,835 

Metallic 64,23 1 100,471 129,454 49,400 

Total 895,449 1,320,669 1,589,597 454,923 

Source. CSA Siallsilcal Bullelln No. 172 and 182 and 205 

2.6. Policies and Regulatory Environment of MSEs 

It is widely recognized that successful development of the industri al sectors plays a key role in the 

economic and social progress of a nation. The central role of the industrial development is not only 

the provision of a wide range of a good needed for the well being of the society but also in 

building domestic capacity to expand and sustain production in the long run . 

The recognition of MSE, as integral segment of the economy presupposes that they should be 

treated on equal basis with their large-scale counterparts. However, in many countries, including 

Ethiopia economic development policies and practices seem to favor large-scale enterprise. These 

biases adverse ly affect MSEs and prevent them from competing with their counterparts on a level 

playing fi eld. 

Although Ethiopia has had a long tradition in the development of handicrafts and cottage 

manufacturing industries, the introduction of modern manufacturing industry is only a 20"1 century 

42 



phenomena. The emergence of a strong central government, which resulted in political stability, 

and the construction of the Ethio-Djibouti railway were notable early 20 th century events, which 

contributed to the introduction of modern manufacturing industries in Eth iopia. These 

circumstances gave way to establi slm1ent and expansion of cities and the settlement of foreigners, 

which in turn increased the demand for industrial development. The domestic production of 

manufacturing goods was al so necessitated by the increasing problem of transportation of bulky 

imported commodities like wood, clay etc (Tad esse, 1992.2002). 

During this long period (1942-1974), the regulatory, monitoring and coord inating responsibilities 

of the small-Scale industry development lies with Ministry of Commerce and Industry. But, 

organizationally the ministry was too weak to play thi s role effectively in the earl y years and the 

development of policy was very slow. A proclamation issued in 1971 required all manufacturing 

enterprise to obtain permanent license (or, temporary license of 6 month validity), which was 

issued upon examination of application and fulfillment of specific requirements (including meeting 

of industrial standards). But, many MSEs operated without proper industrial licenses, either as 

covert activities (informal manufacturing) or using other licenses (e.g. municipality of Addis 

Ababa license, trade li censes, etc), which were accepted, by the courts. 

The Provisional Military Administrative Council (PMAC), which had overthrown the Monarchy in 

1974, introduced organizational changes in the management of the small scale industries sub sector 

and took steps to encourage its development. It raised the status of the Handicraft and Small Scale 

Industry Department in the Ministry of Commerce and Industry to that of a Division (with market 

increase in budgetary appropriations and personnel) and issued the proclamation relating to 

commercial activities undertaken by the private sector-proclamation No 7611 975 to streamline 

economic activities by delineating the separate objectives and roles of the private and public 

economy and to encourage specifically the faster development of small-scale manufacturing 

industries. However, these were seen as step-gap measures and it was found necessary to establish 

an autonomous agency to take charge of SSI development namely the Handicraft and Small-scale 

Industries Development Agency (HASIDA). HASIDA was established by a proclamation in 1977 

as an autonomOllS agency under a board of which members consisted of representatives of five 

ministries, the National Bank, and is headed by the General Manager. The primary objective of 
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HASIDA, according to the proclamation, was to promote, encourage and coordinate the 

development of handicrafts and SSIs during this period. 

The Handicrafts and Small scale Industries Development Agency (HAS IDA) established in 1979 

had a general intervention to organize the small scale industries and handicrafts into producers 

cooperatives and used to facilitate their access to less restrictive credit, raw materials, training, etc. 

The operations of the agency, however, ended up with more regulations and control of the small 

estab lislU11ents, which in some cases resulted in the suppression of this production activity 

(Tadesse, 1992.203-204). 

The political and economic environment of the time was discouraging the private industry, and 

HASIDA was mainly concerned with the establishment and encouragement of "co-operative 

development" . Even this task was not properly performed because of budgetary and personal 

constraints. HASlDA' s operations, consisting mainly of conducting SSI periodic surveys and 

facilitating the establishment of cooperative production in industry, were confined to few urban 

areas and to limited types of industrial activities. HASIDA did very little to facilitate the 

development of cottage industry in rural areas. Regarding its role in SSI development, its 

achievement had been less than satisfactory. Given the fact that many small-scale enterprises were 

closing as a result of bankruptcy, the net additions to the number of enterprises and employment 

must have been even fewer (Teshome, 1994.15). 

In addition to the above, the period from 1974 -1991 of nationalized economy regIme was 

characterized by marginalizing the private sector and at the same time discouraged and slowed any 

private entrepreneurial effort. As matter of fact during that regime, the government had an 

intention to eliminate or retain the informal sector by setting baniers to migration and deliberate 

restriction on building the premises or assumptions (Wolday 2002). 

During the same period Fasika and Daniel 1997, (cited in Amin, 2002) stated that the leading 

policies were formulated in favor of the socialized and prioritized sectors. Accordingly, the 

approaches of the banking institution were not to the need of the privately owned MSEs. In 

addition to this, the mechanism for allocating material inputs, and access to credit to MSEs were 
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also insufficient due to the policy that favors medium and large-scale enterprises. In general, 

unlike the private sector, the central government and all public owned enterprises with 

cooperatives enjoyed cheap and easily accessible credit. 

The next major organizational change occurred was the Peoples' Democratic Republic of Ethiopia 

in 1990 when declared a new policy course for the country namely "mixed economy". Following 

thi s declaration The Ministry ofIndustry was reorganized into three departments. The development 

sector in charge of governments projects, Promotion Sector (looking after the public enterprises), 

and the Private Industry Sector (responsible for the promotion and development of private 

industry). A vice-minister headed each sector and HASIDA was virtually (abolished and) 

reintegrated in the newly created department, specifically the Private Industry Sector in the 

Ministry ofIndustry. 

The investment laws were also changed in conformity with the new policy direction so as 

encourage the development of " private" industry. The most important proclamation issued and 

affecting the development of small-scale industries during that period were the small-scale 

industry development council of state special decree No.9/1989, and council of state special decree 

on investment No. 17/ 1990. 

In general, in the Ethiopian context the economy, which was characterized by weak institutional 

capacity, market imperfections, and poor economic management with no changes in the structure 

of production, employment, and trade, has arrested the growth of the sector for over several 

decades. 

The dergue regime passed on various laws and proclamations aimed at minimizing the role of the 

private sector, which adversely affected the lives of the people and the national economy as a 

whole. The legal requirements to obtain license were bureaucratic and discouraged business people 

to participate both in the formal and the informal sector. The tight control of foreign exchange 

gave ri se to import restrictions to basic needs which in-turn created scarcity of imported consumer 

goods thereby generating rent seeking traders (Selamawit, 1994). 
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Following the fall of the dergue, many of the proclamations were rescinded and replaced by new 

legislation aimed at enhancing the development of the private sector. Macro economic reforms to 

liberalize the domestic markets were introduced to transform the economy from a command one to 

a market-based system (Assumed to limit the role of the state while leaving the market activities to 

the private sector.) As a result, a number of reform measW'es have been put in place. Among those 

measures the devaluation of the local currency, the privatization process, deregulation of prices, 

mobilization of foreign currency, devolution of power through decentrali zation and Agriculture 

Development Led Industries (ADLl) are worth mentioning. 

Restricti ve policies of the previous regime such as the fixing of a ceiling on industrial capital, a 

one-man-one license principle, provision of foreign exchange and bank loans, which favor state 

and other organizations, restriction on license and investment, and the di scriminatory practice 

against the private sector in extending loans have been removed. Hence a competitive business 

environment is encouraged. However, there prevails a serious practical snag to the development of 

MSEs. The wide gap between policies issued and their implementation accorded little attention to 

MSEs by the government, and unfavorable policies and regulations sti ll impede the smooth 

functioning of the MSEs (Taye, 1996). Although the economic policy of the country gives due 

emphasis for entrepreneurship values and appreciation of the sector's economy, there are still 

constraints related to infrastructure, credit, working premises, extension service consultancy 

information provision, prototype development imbalance preferential treatment, and many others, 

which therefore need proper attention. 

Yet, the new federal government of Ethiopia 's political stance on the development of the sector 

clearly reflects that it has recognized the need for more balanced economic development. 

Concomitantly, however certain policies and measures of the total reform process have become 

sources of concern but discomfort to the development of MSEs a few years ago and sti ll affect the 

growth of MSEs. Some of these are highlighted below. 
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2.6.1 Market Liberalization and Price Control 

The relative importance of market liberali zation and price deregulation is argued on two grounds. 

Teshome (1994) argues that an attempt to introduce growth of MSEs by an upward adjustment of 

prices can fail because of the purchasing power of the local population in the economy. On the 

other hand, if domestic market cannot sustain MSEs growth, the export market can be considered 

as an alternative source of MSEs growth, which is improbable if not impossible in the case of 

Ethiopia because of the escalating price of imported raw materials and machines coupled with their 

internal problems. 

2.6.2 Trade Liberalization 

Trade liberali zation is regarded as hav ing positive and negative impact on MSE's Although trade 

liberalization could encourage healthy competition and help improve the quality of goods 

produced by MSEs it would also enhance fi erce competition with imports, large-scale enterprise 

products and among themselves the effect of which could result against the MSE's development 

(Helming, 1993) Furthermore, the important linkage effects and specialization that could have 

been ex isted would be endangered (the case of footwear and oil dumping) . 

2.6.3. Credit Policy and Financial Liberalization 

The credit policy and the inflexibility of the banking system is most often mentioned as one of the 

outstanding factors that impede the growth and expansion of MSE's (ILO/SAA T) Entrepreneurs 

complain of the collateral requirement and the interest rate of banks. For instance, the DBE 

(Development Bank of Ethiopia) requires MSE's a collateral of 12Spercent of the total loan 

demand and a contribution of 30percent or above to the total project. Furthermore, the lending 

interest is IO.Spercent, as a result of which very few get access to credit from banks (Solomon, 

1996). 

2.6.4. Monetary Policy and Exchange Rate Adjustment 

Some authors contend that the devaluation of birr has pushed cost of products and prIces of 

imported goods high and thus MSE's could not afford to buy raw materials, and spare parts of 
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commodities at exorbitant price (Taye, 1996). It is also argued that the fo reign exchange rate 

adjustment highly favo rs export geared MSE's, which are very few in Eth iopia. 

However, in order to address the issue of the informal sector in Ethiopia a national strategy 

framework has developed on the basis of the country' s overall development strategy of ADLI and 

the adoption of the market economic system, where the private sector has been able to take the 

lead. The primary objective of this national strategy framework is to create an enabling legal , 

institutional and other supportive environment for the growth and development of MSEs. The 

specific objectives are outlined as follows. 

• Facilitate economic growth and bring about equitable development, 

• Create long term jobs, 

• Strengthen cooperation between them, 

• Provide the bases for the medium and large-scale enterprises,& 

• Balance preferential treatment between SSEs and bigger enterprises. 

In order to achieve the above-mentioned objectives, the fundamental principles that should be 

adhered to are indicated in the strategy. The principles emphasize the advancement of the most 

vul nerab le group of the society (the women), the provision of support services on fee basis, and 

tra ining support needs and covers all the elements of support programmers considered necessary 

for the advancement of the sector. The elements of the support programmers include measures 

with regard to creating an enabl ing legal framework and streamlining regulatory conditions that 

hinder the coming up of new and expansion of existing MSEs (MOl, 1997). 

2.7. Overview of the Strategy of small Enterprises Development 

By virtue of their size, location and their capacity to generate greater employment opportunity, 

MSEs have proved their powerful propellant effect for rapid economic growth. Cognizant of this 

fac t the Ethiopian governments have given particular attention to the development of the sector. 

To thi s effec t the govenm1ent has formulated a National MSEs Development and promotion 

Strategy, which enl ightens a systematic approach to alleviate the problems and promote the growth 

ofMSEs. 
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The strategy paper is first prepared at national level and then after each region adapted its own 

strategy paper on the basis of the national one, after synchronizing with the prevailing conditions 

of the region. 

2.7.1. Objectives of Micro and Small Enterprise Development Strategy 

The overall objective of the national as well as the regional strategy papers is to create an enabling 

environment for MSEs while the specific objectives among others are to facilitate economic 

growth to create long-term jobs to provide the basis for medium and large-scale enterprises and to 

promote export. 

2.7.2. Elements of the MSE Support Framework of the Micro and Small 

Enterprise Development Strategy 

The strategy paper emphasizes that small business is to be designated a priority sector for the 

govermnent in terms of policy formulation direct support from its own resources and in the 

mobilization of external resources. The strategy addresses the major constraints, which have made 

it difficult for small business growth on their own, and hence it focuses on support areas. The 

support areas that the strategy paper incorporates are. 

1. Creating an enabling legal framework. This implies that the government is committed to 

pass a number of enabling proclamations that are meant to formally recognize the importance 

given to the micro and small enterpri ses sector and to facilitate policy implantation in different 

areas. In thi s regard the major focus areas include a law on institutional arrangement for MSEs 

inter linkages promotion law cooperatives' promotion law chamber of industry and trade 

proclamation and a micro and small enterprises finance proclamation. 

2. Streamlining regulatory conditions. This is based on the viewpoint that inappropriate or 

unduly restrictive legislative and regulatory conditions are often regarded as critical constraints 

on micro and small enterprises' access to market and as obstacles to their growth. 

Streamlining regulatory conditions in the strategy paper' s context understood as establishing 

user-friendly environment of the simplification and standardization of documents such as 
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business registration and licensing financial and loan applications, export documentation and 

other commercial export documents simplified tax declaration forms for small business, etc. 

3. Other specific support areas/programs. In addition to creating a favorable legal environment 

for the sector the government is entitled to launch a series of support programs to help these 

businesses overcome the specific commercial obstacles they face and exploit available 

opportunities effectively. These programs include facilitating MSEs' access to finance through 

relaxed co llateral requirements by formal banking sector, encouraging and creating enabling 

ground for the establishment of MSEs- focllsed financial institution and tlu'ough facilitated 

information on access to finance; provision of incentives schemes to MSEs buy the 

government; encouraging partnerships for instance in the form of joint venture; provision of 

training in entrepreneurship skill and management; facilitate access to appropriate technology; 

market, information & advice and access to physical infrastructure. 

2.7.3. Fundamental principles 

There are a number of general principles underlying thi s strategy's elements and which are meant 

to guide government 's involvement in this sphere. The principles are also supposed to help and 

orient the private sector, NGOs and the stakeholders as to the role of the government vis-it-vis 

those other players. The following are some of the principles as presented in the strategy paper. 

A. MSEs operate under ADLI strategy and market economy principles 

B. Govenunent committed to develop MSEs via support services 

C. Emphasis given to advancement of women 

D. Regional states recognizes the diversity of legal and organizational forms 

E. Principles underlying this strategy are not static 

Both the national and the Addis Ababa region MSEs strategy papers highlight their roles, 

constraints faced by and the situation of micro and small enterprises at national and regional levels. 

The national strategy paper gives short description of the tasks and duties of regional and federal 

institutions, which are responsible for the provision of support service to MSEs. These institutions 
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have already been established and started operations at regional and even at lower hierarchy up to 

zone level. 

2.8. Problems and Challenges of the Small Enterprise Sector 

In most developing countries, small business faces a wide range of constraints and problems and they 

are unable to address the problem they face on their own, even in effectively functioning market 

economies. The constraints relate, among others, to the legal and regulatory environments, access to 

markets, access to capital , business information, business premises, the acquisition of skills and 

managerial expertise, access to appropriate technology, access to quality business infrastructure, and in 

some cases discriminatory regulatory practices. 

When we come to Ethiopian situation, small-scale enterprises contribute to the bulk of the private 

sector and definitely the private sector is the altar of the market economic system that can ensure 

success to the reform programs that the country has embarked up on. Entrepreneurs are the actors in 

this economy and will create wealth and employment and ultimately contribute to the country's 

economIC progress. In fact, today, there is a worldwide interest in small sector enterprises, 

development. Thus, the economic growth of Ethiopia cannot be attempted without the active 

involvement, promotion and development of the small-scale enterprises sector. However, in present 

day Ethiopia, although significant studies have been attempted to allow small-scale enterprises to be 

created, formidable constraints militate against their development, which are of policy, structural, and 

institutional in nature. To start with, lack of smooth supply of raw materials and lack of working 

premises were the major bottlenecks for small scale manufacturing industries to commence their 

activities. On the other hand , lack of sufficient capital and getting market were the leading problems 

facing the informal sector operators from the outset. The following discuses these issue. 

2.8.1 Lack of access to finance 

The most serious problem facing the small-scale and micro enterprises sector have been rising of 

investment capital and lack of credit access. Small-businesses have been always constrained by 

lack of investment capital for buying machinery and equipment and for the day to day running of 

the business. The financial institutions loan policies have not been conducive and attractive 

(Assefa, 1997). 
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High collateral requirements, high interest rates, short repayment period are among the major 

problems that make easy access to credit difficult. Banks are unfamiliar with MSEs because they 

consider them as involving high-risk factor, not dependable, and involve excessive administrative 

costs. Hence, they regard them as not eligible for provisions of bank services. Therefore, the 

financial institutions neglect the sector and this is one crucial area where attention is deemed 

critical. 

2.8.2 Shortage of raw materials 

Shortage of raw materials is the most important and pressing problem facing small manufacturing 

enterprises. The source and proximity to raw materials determine MSEs ' viability. Hence, MSEs 

should be located in the areas where their resources originate or where sufficient supply of raw 

materials is secured. Shortages of row materials are frequent problem to MSEs. According to 

Harper (1987), this problem may arise from a shortage of working capital , which effectively ties 

the enterprise to one high priced, unreliable or low-quality supplier. 

Assefa (1997) noted that since most of the small scale enterprises are located in the urban areas, 

and not in the areas where there is adequate supply of raw materials; shortage of raw materials is 

acute. As a result, most of the small scale-enterprises have been operating below capacity and 

some have been closed. 

2.8.3 Lack of premises and land 

It is common to see most small enterprise taking advantages of their residence areas as business 

premises. Small enterprises by their very nature are started in and around residence areas, which 

through time and growth require additional working space. Lack of premises is a major problem 

for MSEs and for the informal ones; they can rarely acquire suitable locations where they can get 

easy access to markets. The transaction cost of securing premises is also a constraint for MSEs. 

The land lease promulgation, which has been effective in most urban areas have an impeding 

impact on micro and small entrepreneurs who wish to staJ1up business (Andu-Alem, 1997). 
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2.8.4 Infrastructure problem 

The major reason why MSEs are concentrated in urban areas is because of the relative availability 

of infrastructure compared to rural areas. Water, electricity and market access or roads are vital 

inputs to small-scale industries. However, shortage of such infrastructure has been one of the 

major constraints to the development of the sector in many urban areas of the country. 

2.8.5 Market problem 

Many literatures and authors stress that lack of market information as well as markets have been 
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of market research and information many of the small enterprises are often concentrated in the 

production of similar commodities, which puts them tmder fierce competition among themselves. 

These authors also argue that marketing their products effectively is one of the main bottlenecks 

that small entrepreneurs face all over the country. Marketing problem is a serious constraint that 

hinders small enterprises ' growth and their product diversification. Ledholm and Mead (1999) 

emphasized that the inability develop and introduce new product types can be seen as a problem of 

markets for the products MSEs do make. 

2.8.6 Lack of entrepreneurial and managerial skills 

Various studies conducted on the sector revealed that there is a general lack of knowledge in 

entrepreneurial and managerial capacity. However, according to these studies there is a doubt 

whether these entrepreneurs themselves are aware of the need. 

Lack of adequate skills is one of the seven major problems confronted by entrepreneurs at the 

starting of operation as revealed by the result of the national survey on small scale manufacturing 

industries undertaken by CSA in 2002. 
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2.8.7 Lack of information and information system 

For the success of micro and small enterprises the presence of strong institution that can provide 

reliable and timely information through efficient information system is vital. MSEs essentially 

require information related to market raw materials, utilities, tecJUlology, business opportunities 

and information about government policies and regulation. 

In Ethiopia, particularly at regional level like in the Addis Ababa, access to such data and 

information is often limited, as it is cumbersome and expensive to co llect process and disseminate 

that information. Hence, Ethiopian entrepreneurs, in most cases, have not access to any reliable 

source of infonnation on the line of activities with potential to growth. 

2.8.8 Technological problem 

TeclUlologica l deve lopment is very low in the country. As a result, most of the small-scale 

enterprises use obsolete teclUlologies of production. The technology used by small-scale 

enterprises is out dated, unhygienic and inflex ible (Assefa, 1997). 

Technology in most Literatures refers to a combination of machinery, labor as well as the entire 

system of knowledge, skills, techniques, management, organization, etc. 

The technological problem also has another dimension. The use of appropriate technology should 

be seen as a co re issue in the context of developing economics like that of ours. These 

technologies need to be consistent with local resources and conditions to make effective utilization 

of the relatively abundant resources. However, the issue of adopting appropriate technology has 

been a serious problem of MSEs in our country. 29 percent of the small scale manufacturing 

enterprises among the entrepreneurs approached by the CSA survey (2002) on small scale 

manufacturing industries reported frequent machinery failure to be their major reason for not being 

fu lly operat ional. 

2.8.9 Inadequate consultancy and advisory services 

In competitive and constantly changing business environment, the production and supply of quality 

goods and services at a minimum cost depends highly on the availability and provision of business 
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upgrading services and technical know how, Consultancy services as a tool to enable entrepreneurs 

to diagnose their business and to undertake informed decisions is one of the key elements from a 

range of services. 

The inability to get insight of their own business problems i.e. to undertake business opportunity 

identification and feas ibility study to prepare business plan, to identify sources and procedures for 

finance, to build business linkage, to implement appropriate cash flow management and records, 

and other accounting activities necessitate consultancy and advisory services backstopping for 

MSEs. The ex isting situation of consultancy service in Addis Ababa is fairly infant and weak. 

Though the institutional arrangement is in place the achievement in this regard so far is not as such 

attracti ve. 

2.8.10 Unfavorable legal and regulatory environment 

The private sector in Ethiopia was suppressed under the command economy of the past. Currently, 

nearl y all business activities are open to domestic private enterpri se except for a few areas kept as 

government monopoly. Presently, the policy related to private investment is very conducive for 

the development of the private sector. However there are still some regulatory problems affecting 

the sector. No strong private sector can exist in the absence of an adequate legal framework to 

resolve disputes, fac il itate efficient transaction and to protect property rights. Various studies and 

di scuss ions indicate that the following are some of the regulatory issues affecting the private sector 

in general and the small -enterprises development in particular. 

I. Governance responsibilities of the government and the private sector are not clearly put. There 

are governance weaknesses on the part of both goverrullent and the private sector. 

2. Market regulation is not mostly ensuring fa ir competition and market effi ciency. 

3. Dialogue between the private sector and government has not been strengthened which could 

have minimized the regulatory and governance weaknesses. 

4. Bureaucratic delays and administrative inefficiencies need to be avoided. 

The CSA' s survey result on small scale manufacturing industries (2002) revealed that of the total 

estab li shments approached, some owners reported that govenmlent regulations were obstacles for 
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starting their business operations. Among those who replied that government rules and regulations 

were obstacle for their business operation 41.5 percent and 32 percent reported that getting license 

and regulation on obtaining working premises, respectively, were their major problems to start 

operation in this sector, and 13.4 percent reported that tax regulations were their major problems. 

Finally it is important to note that in view of such diverse and complex problems facing the sector, 

government is required to take measures that facilitate smooth and healthy functioning of small 

enterprises as clearl y indicated by W.R. Simpson who is Director of an ILO project in Thailand (In 

ILO and UNDP, 1999). He emphasized the importance by saying. 

Perception of the role played by governments have changed they are no longer expected to be 

principal providers of jobs - jobs are created by successful , well-managed private sector 

enterprises. However, governments do have a vital role to play in ensuring that the policy 

environment is ' enterprise fri endly'. The path in to enterprise should be smooth, and entrepreneurs 

should be able to receive relevant advice and support (both financial and non-financial) in a highly 

effective manner from both government and private sector agencies. The needs of the micro and 

small enterprise sector should be clearly identified, and linked with a better understanding of the 

scale and scope of the enterpri se sector and its role in national development. 
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CHAPTER THREE 

3. ANALYSES AND DISCUSSION OF THE DATA 

The data used for the analysis in this study are obtained through survey, which has been conducted 

on 200 weavers operating in Shiro Meda. The data are both qualitative and quantitative types. The 

analysis and discussion wi ll be presented in two chapters. In this section and in the following 

chapter data are described and discussed in detail s with the help of appropriate tables. 

-----3. . The-p-r-efile-a·nd-eh·a·r-aeter-isi-ies-of-t-he-w-ea¥i-n.l,4illtelOp.t:ises..su.t:.v:.C;1UCU-_____ --,-

3.1.1. The profile of weaving enterprises 

The cottage and handicraft activities traditionally produced a wide range of products or utility 

items. Nearly all demands for manufactured goods in Ethiopia were met through traditional crafts 

until the beginning of the 20th century. This situation has remained unchanged in many parts of the 

country owing to limited influence and expansion of the manufacturing sector. 

The contribution of cottage and handicraft activities to employment cannot be overemphasized. 

The sector provides employment in its own right and al so supplements other sources of income. 

Rapid population growth and the fai lure of the modern sector to absorb the labor force that 

continues to expand at unprecedented rates are expected to generate renewed interest in the cottage 

and handicraft activities in Ethiopia. This is because of the high demand for woven products and 

the capacity of weavers to innovate and introduce new designs to meet changing tastes and 

demands. 

Weaving is perhaps the single most important handicraft activity in both the urban and rural 

areas. Home-made woven products are very popular, despite the competition from the modern 

textile mills. A large part of the employment in the handicraft sub- sector is also generated by the 

weaving industry. 

The creation of weaving activity as a means of survival dated a centuries. Clothing is one of the 

basic necess ities of human beings. Human beings since have used it long ago for the purposes of 
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protecting themselves from different weather conditions as well as to cover their body in order to 

avoid shame. Histori cal records reveal that peoples of early-civilized countries like Chinese, 

Egyptians, Indians and Romans were using clothes. History also reveals that Ethiopia is one of 

these earl y-civili zed countries where people were found to use clothes made of cotton and hides 

produced locally at personal bas is. 

Following this development stage of clothing's, people tried to obtain clothes through barter 

system. Gradually through these process that societi es which engage in weav ing activity were 

created. In the case of Ethiopia, weaving has been one of the traditional jobs fo r many citizens for 

centuries. Traditionall y, the weaving industry is mainly reserved fo r men. Women's role was to 

prepare the yarn. There are two categories of yarn produced by women, namely kechin f etil and 

wafi·amfetil. 

The former is regarded as more sophisticated and for the high classes while the latter is produced 

more easily and is regarded as requiring less skill of operation. Kechinfetil requires more refined 

preparation of cotton during manual ginning, rolling, carding and spinning. The quality of the 

cotton al so matters. Lesser qualities of cotton are used for wafram fe ti/. The preparation of cotton 

for weaving is always the work of women. Spinning good quality yarn is the mark of skilled 

women of good pedigree. 

Weaving acti vity in urban areas follows the old tradition. Women dominate the preparation of 

warp. The yarn for the weft, however, is obtained from factories. The yarn fj·om factories is sold in 

units referred to by the weavers as Tuba. A Tuba is about 400 - 500gm. It is divided into 10 units 

separately ti ed as di stinct units with the Tuba. These separately tied units of yarn are called araba. 

Such units are for the weft . In the case of old thick types of yarn fo r the warp, there are 5 units of 

araba and not 10 as in the case of the weft . The yarn for the weft will have to be prepared in long 

multi- thread bundles of several meters. The yarn for the warp, however, is converted in to small 

cones called di wir. The diwir fits into the shuttle and is horizontally spread alternately between the 

upper and the lower weft rows. The pedal and manual operations are performed by the weaver 

using specific set of bas ic tools. 
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In addition to the above the sector contributes to the retention of historic and cultural heritages of 

the country, which have great potential for tourist attraction. More over textile and garment 

product, which is the 2nd basic necessity item next to food , has served as yeast for the birth and 

growth of modern industries. As a result, one can dare to say that no country is industrialized 

without passing weaving industry. 

The sample study made by Statistical Authority in 1997 revealed that cultural garments were 

produced by cottage and modern industries. According to the study the total numbers of textile 

producing enterprises were 11 6,522 in urban areas, and 163,257 in rural areas, where as cultural 

garment producing enterprises were 8960 in urban areas and 9270 in rural areas. The study also 

indicated that among the total textile producers 278,5 18 were producing on individual basis and 

4,361 were producing as members of cooperatives. Similarly, among the total garment producers 

17,769 were producing on individual basis and 62 were engaged in cooperatives. 

Shiro-Meda is a sub-district in Gulele Kifle Ketema at the northern part of Addis Ababa, at the 

foot of Entoto hill s. In the area, there is a visible presence of weavers who has migrated from the 

southern part of Ethiopia in the last scores of years . They are very much known for their skill in 

weaving. This area is now known as Kebele 17, 18, 19, 20 and 21. But the survey only focused on 

3 Kebeles (namely 17, 21 and 18) from the above-indicated areas. This is because of high 

concentration of weavers. 

3.1.2. Weavers in Shiro Meda. 

Young women and men who embark upon the weaving job belong to the family of weavers. The 

practice of initiating the girls and boys in to the profession takes the natural way, i.e. daughters and 

boys help the father in the task of preparing the yarn for the warp and stage-by-stage assist the 

father in weaving duty. More sophisticated works related to elaborate designs called Tibeb had to 

be given by the father to the daughters and boys over a long period of time. Thus, no formal 

trainings were offered. The art is passed in the fam ily according to the above process. 

The women weavers mainly operate in the family compound or in the small extension shed with 

roof and wall. They perform their duty of production of fabrics together with their task of taking 
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care of household activities. In many case weft preparation, which is muscular task, is taken over 

by male fa mily members. In some cases, the women handle it. The other soft work of converting 

the tuba in to cones is left to small chi ldren, usually young girls and boys in the famil y. 

The Shiro Meda weavers produce all the trad itional products. They also go further and produce the 

fabric for the modern garment manufacturing, such as the fabric for. Paris mode skirt, Sharps, 

Scarves, Decorated pi llow cases, Table covers and Bed covers. 

These products are demand driven and seem to be getting acceptance. The traditional products like 

nele/a, kemis, kula and gabi are also produced. These are usually made of cotton with colored yarn 

fo r the design. Kemis may, however, take imported yarn with acrylic nature for warp. The raw 

material s used by weavers have two origins. 

o Cotton based yarn from domestic mills 

o Imported colored and special effect yearns 

The imported inputs are usually fo r special effect like the visible pattern on the product. In most 

cases they are in ro ll s or small cons wound around small plastic or duplex paper cylinders. These 

imports are from china, India, Malaysia Pakistan, etc. This ties the weaving products to the 

international product transactions. The all-pervading globalization set - up extends to the 

homemade products of Shiro Meda. The final products are in general directed to anyone ready to 

pay. Its destination is in general the domesti c market. This does not; however, mean that the 

products don' t find their way to the international market. The Ethiopian in Diaspora are major 

users of these products. In rare cases, non- garment products like tablecloth, Pillow cover, etc, are 

find their ways to non- Ethiopian households in Ethiopia and outside the country. Some reports 

indicated that there are shop owners in different part of the country placing order fo r the supply of 

many of the products, which could be produced by the weavers of Shiro Meda. 

3.2. Characteristics of Weaver Enterprise Operators 

This section concerned with the description of the personal backgrounds of the sample 

respondents. The finding provides data on sex distribution, age structure, educational level, marital 

status, ethnic composition, place of birth and reasons fo r coming to Addis Ababa. 
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Table 3.1. Distribution of Respondents by Sex 

Sex Number of Respondents Percent 

Kebele 17 Keble 18 Keble 2 1 Total N2 

Female 3 5 2 10 5 

Male 49 74 67 190 95 

Total 52 79 69 200 100 

Table 3. 1 Shows that weaving is a male dominated activity, females represent onl y 5 percent of the 

sample households. This perhaps indicates the societal stereotype that excludes women from the 

woven cloth making. 

The community believes that the task of weaving requires concentration and long hours of hard 

and uninterrupted labor time that is difficult and inconsistent with the traditional role of women, i. 

e. household and child care. The few young females that practice weaving do not intend to stay in 

weaving, according to group discussion held with members of the community. 

Table 3.2. Distribution of Respondcnts by Age. 

Number of Respondents 

Age group Kebele 17 Kebele 18 Kebele 21 TotalN2 Percent 

16 - 25 14 40 29 83 41. 50 

26 - 35 20 22 25 67 33.50 

Above 35 18 17 15 50 25.00 

Total 52 79 69 200 100.00 

According to table 3.2, the majority of the respondents 41.5 percent are in the age group of 16 to 

25 years, followed by 33.5 percent of the respondents aged between 26-35 years. The remaining 25 

percent of the sample respondents were above 35 years. This shows that the most acti ve and 

productive labor forces rely on thi s acti vity. One probable explanation fo r this is that, it is with in 

the age group of between 16 and 25 years or in the adolescent age people starts to find out jobs and 

those with no adequate training and experi ences find them selves in small scale cottage industries. 

61 



In addition to the above, most evidences indicate that rural- urban migration contributes a lot for 

the increas ing of unemployment in urban areas. Especially people who are not equipped with 

necessary requirements seem to migrate, and they are unlikely to fit in the competition of the labor 

market. Thus, they fai l to get jobs. The most common alternative for these people is to engage in 

the informal sectors, as they require less capital and qualification. One of such activities is 

weaving. Since the majority of migrants are with in the age range of 16-25. Migration is perceived 

to be another factor for rising employees aged 16-25 in the field. 

Table3.3. Distribution of Respondents by Educational Level 

Number of Respondents Percent 

Educational level Kebele 17 Kebele 18 Kebele 21 Total N2 

Can not read & write 3 14 5 22 11 

Can read & write 5 8 7 20 10 

Grade I - 6 21 33 34 88 44 

Grade 7 - 8 7 12 17 36 18 

Grade 9 - 12 15 11 5 31 15.5 

Above 12 I I I 3 1.5 

Total 52 79 69 200 100 

Designing and making fine weaving products like sophisticated til[ or embroidery requires some 

basic level of education. The Shiro Meda weavers in most cases appear to be quite literate. Many 

of them have finished elementary school studies. Some have completed secondary school 

education. They work as weavers, because they could not get other jobs. Many of them say that 

they are weavers for lack of another job. They would prefer to have another job outside homes. But 

being in the business of weaving, they do their best to produce good quality products. 

Accordingly as indicated, in the above table about 44 percent of respondents have gone through 

primary education. This might show us that weavers in thi s sector are relatively educated urban 

dwellers, trying to create an income generating activity through se lf-employment. The rest 35 

percent of respondents have attained secondary education and above. From the above finding, one 
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can safely assume that the owners of weaving enterprise have a reasonable level of education to 

satisfy the new demand of market in order to survive. 

Table 3.4. Distribution of Respondents by Marital Status. 

Number of Respondents 

Marital status Percent 

Keble 17 Keble 18 Keble 21 Total N~ 

Married " 47 50 130 65 ~~ 

Single 19 30 14 63 31.5 

Divorced - - 3 3 1.5 

Widowed - 2 2 4 2 

Total 52 79 69 200 100 

The marital status of the sample shows that 65 percent are married while 31.5 percent, 1.5 percent 

and 2 percent are unmarred, divorced and widowed respectively. This might show that young 

people who are attempting to create employment for them are mostly married and this may 

increase their family size. 
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Table3. S. Distribution of Respondents by their family size 

Nlunber of Respondents 
Household Percent 
Members Keble 17 Keble 18 Keble 2 1 Total N2 

I 2 9 24 35 17.5 

2 5 9 3 17 8.5 

0 9 7 10 26 13 J 

4 4 10 7 21 10.5 

5 4 7 4 15 7.5 

6 7 13 0 23 11.5 J 

7 6 5 5 16 8 

8 7 6 2 15 7.5 

9 2 I 2 5 2.5 

10 4 I I 6 3 

I I I I 0.5 

12 3 2 5 2.5 

13 2 2 1 

14 - - 1 1 0.5 

15 - 6 4 10 5 

16 2 2 I 

Tota l 52 79 69 200 100.00 

Table 3.5 demonstrates household members who have lived permanently since Meskerem 1997 

E.C. On the basis of the above table 17.5 percent respondents reported that only 1 househo ld 

members have been living since 1997 E.C, while other respondents replied more than one 

household member have been living together. They replied during their group discuss ion that most 

of them have participated in weav ing activity and generating income for their li velihood. Moreover 

Table 3.5 shows us that the average family size in study area is four persons 

Large fam il y size coupled with low level of income has exacerbated the poverty situation of the 

community. Family plalming programs are thus required to change the traditional atti tude of the 
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community. According to the group di scussion the primary objective for their being coupled was 

for economic support. Because of this women are forced to involve in any income generating 

activities like co llecting fi rewood for sell and parti cipated in the intermediary weaving activates. 

Table 3.6. Distributiou of Respondents by Ethnic Composition. 

N umber of Respondents Percent 

Ethnic Back ground Keble 17 Keble 18 Keble 21 Total N2 

Oromo 4 - 4 25 12.5 

Amhara - 16 8 24 12 

Gamo 51 63 57 171 85.5 

Total 52 79 69 200 100 

Most of the sample weavers are migrants from the Southern Nations, Nationalities and Peoples 

(SNNP), parti cularl y from Gamo etlmic groups for 85.5 percent, while 2.5 percent and 12 percent 

are fi-om Oromo and Amhara respectively. The sample population shows al so a clear concentration 

in terms of ethnic groups invo lved. As indicated on the above table, 85.5 percent measuring 

enterprise owners are Gamo's. This might support the argument depicted in the literature 

indicating that small-scale sector entry can be easier for those who have kinship and ethnic groups 

support. 

Table 3.7. Distribution of Respondents by Place of Birth. 

Number of Respondents 

Place of birth Keble 17 Keble 18 Keble 21 Total N2 Percent 

Addis Ababa 13 22 20 55 27.5 

Out of Addis 39 57 49 145 72.5 

Total 52 79 69 200 100 

Table 3.7 shows that 72.5 percent of the respondents were born out of Addis Ababa. They came to 

the city due to different reasons. The rest 27.5 percent of the respondents were born in Addis 

Ababa. 
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Migration is not something that occurs without any reason. It happens due to some push or pulls 

factors. Table 3.8 shows the reasons for migration by those who have migrated to the city. 

Table 3.8. Distribution of Respondents by Reasons Coming to A.A 

Reasons coming to Number of Respondents Percent 

A. A Keble 17 Keble 18 Keble 21 Total N2 

Marriage - - 1 1 0.69 

Fo llowed/visited - 23 24 16.55 

Seek employment 28 29 44 101 69.66 

Other II 5 " 19 13. 10 J 

Total 39 57 49 145 100 

According to the above tab le, about 70 percent came to seek employment while the rest came for 

other reasons. According to the group di scussion most of the respondents migrated because of 

depletion of agri cultural land due to long period of cultivation. This resulted in declining income 

that threatened their survival. Moreover, they reported that the uncontrolled increase of the 

population resulted in reducing the size of the land. These factors lead and still act at present too as 

the main reason fo r the migration of these social groups to the capital city to find better jobs. 

Moreover about 17 percent of the respondents reported that they came to the city to fo llowing lor 

to visit their relatives. 

Table3.9. Distribution of Respondents by Religion 

Number of Respondents 

Religions Keble 17 Keble 18 Keble 21 Total N2 Percent 

Orthodox 48 59 58 163 81.5 

Muslim 1 1 - 2 1 

Protestant 5 17 11 33 16. 5 

Catholic - 1 - 1 0.5 

Others - 1 - 1 0.5 

Total 52 79 69 200 100 
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The majority of the sample weavers, 81.5 percent are members of the Orthodox Church. Only 2 of 

the respondents are Muslim, while the rest 16.5 percent, O.5percent and 0.5percent is protestant, 

catholic and others respectively. 

3.3. General Information of Weaving Enterprise 

This section deals with overall characteristics and nature of weaving enterprises. The finding in 

this part consists of production process and activities of the weaving enterprise. 

3.3.1. Weaving Enterprise Production Process and Activities 

In the literature overviewed, it was stated that the small business sector was heterogeneous. Micro 

and small enterprise is a combination of economic activities varying in size, products produced, 

and levels of capital investment and gender of those engaged in the enterprise. 

The study found that weaving enterprise operators in Shiromeda are involved in the production of 

different items of traditional woven clothes such as. Limut netela, tibeb Kemis, gabi , Kuta, Sharps, 

Curtain clothes, Table clothes, Pillowcases, Bed, covers and Paris mode Dresses. 

Table 3.10. Distribution of Respondents by Type of Weaving Products 

Number of Respondents 

Weaving products Keble 17 Keble 18 Keble 21 Total N~ Percent 

Limut Netela 25 45 35 105 52.5 

Tibeb 15 20 20 55 27.5 

Gabi 7 10 8 25 12.5 

Others 8 4 6 15 7.5 

Total 52 79 69 200 100 

The finding revealed that, a majority of respondents (52.5 percent) were involved in the production 

of neleia. Netela has high demand in the market and it requires short period of time to produce. It 

there for provide a quick solution for their financial problems. Netela is made from cotton and has 

decorated designs at its edges. Many Ethiopian women wear it for most of the day. Prices depend 

on the complexity and size of the design pattern. Nelela design patterns usually go with kemis 
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design patterns. Neleia can be worn with non- traditional type of skirts. Both women and men use 

weaving products. Tibeb and gaby are traditionally woven clothes produced by respondents and 

accounts for 27.5 percent and 12.5 percent respecti vely. Others like pillowcases, bed covers and 

table clothes are produced in the standard traditional systems. They account for about 7.5 percent. 

As a matter of fact, they are more sought by foreign visitors rather than domestic consumers. 

These are also exported to different countries as traditional products. Even though the main weft is 

of cotton origin, the warp and the decorative designs are imported color yarns. However as 

indicated in the above table the reported number of respondents are very small because of the 

sophistication of the production process. 

3.4 Processes of Establishment for Weaving Activities 

In this part, reasons fo r involving in this activity and source of start-up capital for operating the 

enterprises will be presented. 

3.4.1. Reasons for Engaging in this Activity 

Respondents were asked to identify the main reasons for engaging in weaving activities . Most of 

the respondents replied that they were compelled to enter into this activity for different reasons. 

The reasons are summarized in the table bellow. 

Table 3.11. Reasons for Engaging in Weaving Activities. 

Respondents 

Reasons for engaging in this activities Number Percentage 

Taken from family 180 90 

Expectation of good earning 5 2.5 

Personal interest 5 2.5 

Capital requirement 2 I 

Following what others do 8 4 

Total 200 100 
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According to the above table among the enterprise owners, the majority (90 percent) respondents 

mentioned that they were engaged in the activity because of inheritance from family. Around 2.5 

percent pointed out that they are involved in the activity with expectation of good eamings 

(profits) while other respondents (2.5 percent) pointed out the low amount of capital needed to 

start the activity. This is a clear indication that profit is not the main motive of business 

engagement in weaving enterprises. In addition weaving is an activity that has low barrier to entry 

in terms of its investment requirement. 

3.5. Employment 

One of the most important contributions of MSEs to the national development is the creation of 

employment. 

Table 3.12. Distribution of Respondents by Number of Employees in 

Weaving Enterprise 

Respondents 

Number of employees in weaving enterprise Number Percentage 

I Person only 20 10 

2 Persons 50 25 

3 Persons 50 25 

4 Persons 70 35 

5-9 Persons 10 5 

10 and above persons - -

Total 200 100 

As already stated in the literature, socio-economic growth and industrial expansion of large-scale 

enterprise has often fai led to provide adequate employment opportunities for large segments of the 

lobar force in the developing countries. Ethiopia, with its huge and rapidly increasing population, 

has faced a long history of urban unemployment and rural under 

employment. To alleviate the problem, micro and small enterprises can be taken as a solution. 

Thus, MSEs are the most labor intensive and are quite important in job creation and providing 

gainful employment opportunities at a relatively low capital. 
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In this regard, respondents (about 35 percent) replied that on average 4 persons were employed by 

their weaving activities at start up. Those enterprises with two or tlU'ee employees together form 50 

percent. Very small proportion 5 percent have between 5 - 9 workers. The remaining 10 percent of 

the respondents replied that their enterprises employed one person. This survey has shown that the 

sample weav ing enterprises have employed on average about 590 individuals during their start up. 

Most of the enterprises as shown in the table above, employed tJu'ee or more persons at their start 

up. Indeed, these large contributions in job creation will attract the attention of policy makers and 

academicians towards these enterprises as an important development tool. According to 1997 CSA 

result, the Employment opportunity capacity ofMSEs compared to large scale Enterprises is large. 

This survey al so confirmed this fact. Majority of group members reported that weaving sector has 

high capacity in employment creation 

3.6 Income Source for Weaving Enterprise Operators 

According to the literature, one of the most important contributions of MSEs to the economy in 

general is the generation of income. This fact holds true in weaving activity. About 93 percent of 

respondents reported that their major source of income or means of survival comes from selling 

woven product (Table 3.13). Other SOlll'ce of incomes such as wages (4 percent), informal business 

(0.5 percent), support from relati ves (1 percent) play very limited role. Weaving therefore is the 

main source of income for the house hold and thi s is confirmed by 90 percent of the respondents 

who mentioned the same (Table 3.1 4). However the income obtained from selling woven products 

is minimal. 
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Table3.13 Distribution of Respondents by Major Source oflncome 

Keble' s 

Source of income Keble 17 Keble 18 Keble 2 1 

Wage/salary I 6 I 

Owned business informal I - -

Support o'om relatives I I -

Income from selling woven 

products 48 70 68 

Others 1 ') -

Total 52 79 69 

Table 3.14 Distribution of Respondents for the Question of Household 

Member Eugaged in any Income Generating Activities 

Keble' s 
Any income activities othel 
than to the main one Keble 17 Keble 18 Keble 2 1 

Yes 8 3 10 

No 44 76 59 

Total 52 79 69 

Total 

8 

I 

2 

186 

~ 

200 

Total 
21 

175 

200 

Percent 

4 

0.5 

I 

93 

I-.S 

100 

Percent 
10.5 

89.5 

100 

Table 3.15 and 3.16 show the total income and net income derived by weavers. Table 3.15 

provides the type of most important items provided by the weavers, the sale prices received by the 

weavers, the average working days, the time it taken to produce one item. The later depends on the 

individual skill and working conditions. Furthermore, it is useful to note that the design patterns in 

the above cases are of medium size and sophistication. If the sizes of the designs are bigger, the 

time it takes increases and the sales price may have to correspond with the time it takes to produce 

one. The gross income per each product is shown below. It can be seen that the income shown 

below is quite similar in all cases. 
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Table3.IS.Weavers' Products, Production Time a nd Working Days 

Time Required Dai ly output, Monthly Sales price 0 Monthly 
Item to produce one percent of the operating each in Br Gross Income 

Total Days 
Netela 2 50 22 50 550 

Kemis 2.5 40 22 120 1056 

Kuta 4 25 22 120 660 

Gabi 4.5 22 22 130 636 

Sharp 1.5 67 22 70 1027 

Curtain for 0.9gm x 3m 3 33 22 110 807 

Table cloth 0.9m x l.5m 2.5 40 22 85 748 

Pillow case 40 x 80 Cm 2 50 22 80 880 

Bed cover 0.9m x 3 m 5 20 22 160 704 

Paris mode 3.5 29 22 150 943 

Source. own survey, Addis Ababa, 2006 

In computing net monthly income, the following assumptions are made. Products are sold as soon 

as completed and that some one other than the weaver, in most cases, does the selling, or the 

products are suppl ied to the person who has placed the order. A total of 22 days fa month are 

assumed to be used for the weaving operations. 

The quantity of raw material needed for each product is domestically manufactured yarn and 

imported yarns for the warp (in some cases) and for the colored patterns as wel l. The unit prices 

are from the current market assessment. The labour indicated in each case includes. 

• The preparation and changing of the tuba (roll of yarn) to weft. 

• The changing of the Tuba to cons for warp 

• The labour cost required collecting the raw materials from the market. 

• The labour involved in the delivery of the fi nal products to the ones who had placed th 

order or to the general market. 

• Sales price of the product for the average designed patterns. 

• The net value per day is the total net income to the weaver for each day of operation. 
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Taking the above assumptions in to consideration, the cost of raw materials for the weaving 

activity and net income calculation is presented in the following table 
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Table 3.16 Cost of production and Net Income 

U nit cost Sales price of Net value Monthly Net 
Item Raw material s Required U nit Q uantity of Input Total cost product /day Income *** 

Yarn for weft Tuba I 6 6 

Yarn for warp Araba 6 0.6 3.6 

Netela Colored Yarn Fre 4 2 8 

Pa id labour* 8 8 

Total cost 25.6 50 12.20 268.4 i 
! 

Yarn for weft Tuba 2 6 12 

Yarn for warp- Saba Fre 28 2 56 

Kemis Colored Yam Fre 5 2 10 

Paid labour* 12 
90 120 12.00 264 

Yam for weft Tuba 4 6 24 

Yam for warp Tuba* ' 4 5 20 

Kuta Colored Yam Fre 2 2 4 

Paid labour 18 

Total cost 66 120 13 .5 297 

Yarn for weft Tuba 4 6 24 

Yam for warp Tuba" 4 5 20 

Gabi Colored Yarn Fre 4 2 8 

Pa id labour' 19 

Total cost 71 130 13.1 1 288.4 
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Raw materials Unit cost Sales price of Net value Monthly Net 
Item Required Unit Quantity oflnput Total cost product /day Income *'* 

Yam for weft Tuba 1 6 6 

Yam for warp- Saba Fre 10 2 20 

Sharp Colored Yarn Fre 2 2 4 

Paid labour* 8 

38 70 16.0 352 

Curtain for 0.90m x 3m Yam for weft Tuba 4 6 24 

Yarn for warp Tuba 3 5 IS 

Colored Yam Fre 5 2 10 

Paid labour' IS 

64 110 15.3 337.6 

Yam fo r weft Tuba 2 6 12 

Table cloth o.9m x 1.5rr Yarn fo r warp- Saba Fre 6 2 12 

Colored Yam Fre 4 2 8 

Paid labour' 12 

44 85 16.4 360.8 

Yam for weft Tuba 1.5 6 9 

Yam for warp - Sab, Fre 8 2 16 

Pi llow case 40 x 80 em Colored Yarn Fre 
, 

2 6 J 

Paid labour' 8 IJ 

39 70 15.5 341 
- -



Raw materials Unit Sales price Monthly 
Item Required Unit Quantity cost ofInpu Total cost of product Net value Income ••• 

/day 
Yam for weft Tuba 4 6 24 

Yam for warp- Saba Fre 15 2 30 

Bed cover 1m x 3 m Colored Yam Fre 4 2 8 

Paid labour' 16 

78 160 16.4 360.8 

Yam for weft Fre 15 2 30 
I 

Yarn for warp - Saba Fre 8 2 16 

Paris Mode Colored Yam Fre 15 2 30 

Paid labour 14 

90 150 17.1 377 

Source. Own survey, Addis Ababa, 2006 

* Includes weft preparation and warp coning 

* * Thick type 

* * * Assuming 22 working days/month 
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Table 3. 16 shows that an average monthly income of less than 300 Birr is registered for 

Netela (Bin' 268) , Kemis (Birr 264), Kuta (Birr 264), and Gabi (birr 288). 

It will be difficult to cover the basic expenses of their life with thi s monthly income. The 

net monthly income is a clear indication of how difficult life is with weavers. The 

situation is slightly better in the case of sharp, pillowcase, Paris mode, etc. These 

products of course make use of imported yarns. This needs working capital much more 

than in the case of domestically produced yarns so the extra working capital requirement 

is burdensome. The income in this second sector is slightly better al so because the users 

of these products are of better income groups. Export and Expatriate market are al so 

included in this group. Given very low levels of income, the main preoccupation of 

weavers is meeting subsistence requirement and financial obligations such as rent and 

other basic expenses. Very little time and finance is devoted to expansion of the weaving 

business or introduction of new technologies. 

The respondents were asked during focus group discussion, to identify the major factors 

contributing to low income from weaving. High cost of raw material and declining price 

of out put were viewed as the key problems. The perception among the weaving 

community is that the liberalization policy has resulted in rising cost of input and 

declining price of output. The other important problems identified were lack of credit, 

increasing number of weavers,) and lack of improved technology. The low level of 

income from weaving was also expected to force other members of the family to look for 

alternative sources of income. The result of the survey, however, shown that participation 

in non - weaving activities is minimal. 
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CHAPTER FOUR 

4. Growth Opportunities and Constraints for Weaving Enterprise 

Ethiopia with its diverse cultural backgrounds of its people and varieties of natural 

resources has a rich heritage of craft skills. Handicrafts are therefore considered to be one 

of the most important and widely practiced occupations of most Ethiopians next to 

Agriculture. As part of the handicrafts heritage, Ethiopia has diverse traditional handloom 

products. This sub sector provides large - scale employment and is an important source 

of livelihood for a large number of people in urban and rural areas. Based on the recent 

data collected in year 2002 by the central statistical Authority (CSA) on cottage and 

handicrafts, it was revealed that there were a total of 211,846 handlooms Iweaving 

textiles enterprises in the country in various form of ownership. However, the benefits 

accrued from this sub sector are much below than expected. 

It is against the above background that the government wishes to take deliberate effort 

and action to stimulate the growth and potentials of this sub sector so that it generates 

more employment opportunities, creates wealth and reduces the impact of pove11y on the 

people. The grow1h of this sub sector necessarily requires the identification of major 

opportunities and constraints that could have impact on its survival and grow1h. 

4.1. Growth Constraints of Weaving Enterprise 

Although there is a consensus on the positive contributions of MSEs to economic grow1h, 

employment creation and income generation, the sub sector faces many problems that 

constrain its effectiveness. In most developing countries including Ethiopia, MSEs face a 

wider range of challenges and they are unable to address the problems they face on their 

own, even in effectively functioning market economies. The major problems that have 

been confronted by weaving enterprises are financial and institutional in nature. Some of 

the specific problems are internal such as shortage of start up capital , Inadequate skill, 

Lack of living houses and working place, , Lack of modern weaving tools, Lack of raw 

material , and health problems. The others are external grow1h constraints such as lack of 
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market accesses and market information, institutional support and Lack of favorable 

policy environment. 

4.1.1 Internal Growth Constraints 

These are inherent linternal limitations which are threats or obstacles that could prevent, 

delay or even degenerate MSE development in general and weaving activity in particular 

which were obtained from the interview of200 weaving operators. 

4.1 .1.1 Shortage oi S" ar up Capltal 

According to the literature review, working capital avai lability is the leading factor for 

the development of any business activity. It determines a firm 's choice of investment, 

employment, and other related activities. Hence, differences in start up capital are 

reflected in differences in investment in capital goods and technology, ownership of 

resources and poss ible responses to market opportunities and challenges. The source of 

finance to MSEs in addition to owner fund can be formal or informal institutions. The 

formal sector includes commercial banks, and other financial institutions, while the 

informal sector includes private moneylenders, traders, as well as traditional associations 

like Iqub. Operators of the survey were asked about their stmi up capital from two 

directions, i.e., the source of capital and areas where the total investment is allocated. 

The first question relates to different sources of initial capital and the second question 

refers to the allocation of the initial capital such as for purchase of weaving tools, raw 

materials, for working capital or rent payment, etc. Moreover the amount of start up 

capital is also presented below. 

Table 4.1. Source of Startup Capital 

Source of start up capital Respondents 
Number Percentage 

Personal sources 150 75 

Banks - -

Family and friend 40 20 

Local Money Lenders 10 5 

Total 200 100 
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Table 4.1 shows that 75 percent of the respondents reported that their source of start up 

capital was personal saving. Not negligible pmi (20 percent) borrowed from fri ends and 

relatives. The other sources of start up capital were local moneylenders (5 percent). None 

of the respondents were in the position to borrow from bank due to collateral problem. 

This shows the limited roles of formal credit institutions in financing small enterprises in 

thi s sub sector. Furthermore, we can see Ii-om the table that borrowing from the above 

table friends and relatives are more common when a family owns business. 

In add ition , the operators were asked to indicate the amount of start up capital in order to 

see the extent of shortages in capital availability. 

Table 4.2 Amount of Startup Capital 

Respondents 

Amount of start up capi tal Number Percentage 

Birr 250 and Below 100 50 

Birr 25 0 - 500 60 30 

500 - 1000 30 15 

Birr 1000 and above 10 5 

Total 200 100 

On the basis of the above table (table 4.2), the majority, I.e., about 50 percent of 

interviewed operators responded that they had a start up capital of birr 250 and below. 

This is followed by a start up capital from birr 250- 500, which accounts for 30 percent. 

In general IS percent of the interviewed operators had a start up capital of birr 500-1000, 

while about 10 percent had start up capital greater than 1000 birr. According to the 

li terature review the main features of MSEs is an easy entrance and low starting capital. 

The survey clearl y indicated this issue. However, the low starting capital has its 

drawbacks i. e. it will decrease the efficiency and bargaining power of MSEs because of 

frequent return to sell their product there by to solve their capital sholiage. More over 

they reported that this have exposed them for expensive credit of inputs and leads to less 

savmg. 
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Those firms with start up capital from 500-1000 and above indicate that their starting 

capital is increasing from time to time. This is because they used additional labour force 

of their family and relatives in the production process and there by earn better income 

than others. More over, their bargaining power and efficiency is better than the other 

once. 

Based on the data presented in two tables above, operators were asked to indicate the 

level of influence of the lack of start up capital in their activity. This is also presented 

below. 

Table 4.3 Distribution of Respondents by Lack of Startup Capital 

Constraints by Respondents 

Lack of start up Number Percent 

capital 

High 184 94.5 

Moderate 4 2 

Low 6 3 

None I 0.5 

Total 200 100 

Table 4.3 shows that lack of working capital was mentioned by 95 percent of the 

respondent as highly constraining factor. Weaving activities being characterized by low 

initial capital investment and this can be explained due to lack of credit facilities from 

organized or unorganized financial institutions. When ever there is a need to expand 

production and or to financial working capital the availability of credits, the cost of 

borrowing and the terms of credit is quite important and determine the demand for 

credits. 
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The fundamental purpose of credit requirements although varying from sector to sector, 

revolves around the need to purchase machines equipment, for construction purpose and 

raw materials purchase. But the weaving enterprises credit requirement would be mainly 

for catering working capital. Indeed, due to the small size and the limited resources that 

weaving enterprise has at their disposal they cannot provide the necessary collateral to 

obtain a bank loan. Besides the profitability of the weaver's enterprise, due to the very 

nature of their activity, is unwarranted and there appears a greater risk and high 

administrative cost to banks to extend loans. This difficulty of access to credit is certainly 

one of the major problems that do have decisive bearing on the quantity and quality of 

investment made by the enterprises. This was proved by the focus group discussion 

members of the survey. 

Respondents from group di scuss ion were asked to specify if there were such institutions 

in assisting their business through credit facilities in their location. The majority of the 

interviewers replied that they had not access to credit and specified institutions for loan. 

The reason reported include lack of collateral requirement, these respondents waved i.e. 

banks not for the most of small business enterprise operators as they lack collateral 

requirements. Some of the members identified that they have enough money to lead their 

business activity. Finally, the remaining few respondents out of those with no accent to 

credit sa id that they fear loan, i. e. they were scared of falling in to "debt trap" 

Finally a significant number of respondents suggested that the amount of loan at a 

reasonable interest rate should be increased and as well as access of credit to MSEs, using 

other means rather than collateral requirements should be facilitated by responsible 

organizations. More over they suggested that weavers association should be created in 

order to create saving culture and find better market for their product. 

4.1.1.2 Inadequate Skill. 

As it was indicated in the literature, the growth and expansion of MSEs are mainly 

determined by the knowledge and experience of the manager (usually the owners) and the 
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workers. Thus, the success of these enterprises basically depends on the initiative and 

skill of business operators. 

The most common form of acquiring skills in the small-scale enterprise sector is through 

apprenticeships. The fo rmal education system prepares students for paid employment 

and there is very little vocational institution that caters for developing skills. This 

inevitably leads to and is reflected in the low level of ilU1ovation in almost all sectors of 

the country's economy. 

During the survey, the sample operators were asked how they acquired the skill and 

knowledge to operate their enterprise and to identify what problems they face. The 

following table summarizes the responses given by the sample respondents. 

Table 4. 4. Distribution of Respondents by Skill Acquired 

Respondents 

Skill acquired from Number Percent 

Fami ly tradition 150 75 

Thought from friends 40 20 

Self thought 5 2.5 

Formal training - -

Other 5 2.5 

Total 200 100 

The above table indicates that, around 75 percent of the respondents obtained the ski ll 

from their family enterpri ses working as fam ily labor. A good proportion (20 percent) 

gained their skill s from friends. About 2.5 percent of the respondents replied that they 

obtained the skill from the experience as employees in other weaving enterpri se while 

another 2.5 percent of the sample respondents repli ed that they obtained the skill and 

knowledge fro l11 self thought. It is therefore family tradition and friends which are 

important source of sk ill in the sector. 
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It is true that training is important in the transfer and development of skills and has a 

direct impact on productivity and therefore on income. Sample weavers were asked 

concerning their participation in any formal training after their business was established. 

Accordingly, all the respondents replied that they didn ' t participating in any form of 

formal training. According to the focus group discussion, majority of weaving enterprise 

operators need formal training to develop their ski lls. 

On top of the above, foc us group members identified the ski lls in which they need to be 

trained. These include designs of weaving and managerial activities. Concerning the 

latter accounting, filling finance , marketing and saving were mentioned by the majority 

of the respondents 

Ethiopia has long been an independent country, where enterprise culture has not been 

developed. One reason could be that over centuries the feudal system existed, hence, 

inhibiting private enterprise. It has also been the tendency that the system despises 

enterprising people and those with good entrepreneurial potential were afraid of going to 

crafts and trades, which have been socially regarded very low, even today, though the 

government has taken the initiatives to promote, train entrepreneurs, there is still a long 

way to go in bringing attitudinal changes against despising entrepreneurial people. 

Usually the owners or the managers lack managerial skill and skills of, adequate costing 

of products and services. Most of the time, they al so lack controlling and managing of 

their books of account. Even though, shortage of skilled manpower is the common 

feature for all sector of the economy, the case is series for MSEs in general and weaving 

Enterpri se in particular. This forced the business not to use modern technique of 

production of goods and services accompanied with lower cost of production. 
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Table 4.5. Distribution of Respondents by Inadequate Skill 

Constraints Respondents 

Imldequate skill Number Percent 

High 143 71.5 

Moderate 32 16 

Low 13 6.5 

None 12 6 

Total 200 100 

According to the above table, among 200 weaving enterprise operators 71.5 percent 

replied that inadequate skill in this sector is high. While 16percent, 6.5 percent and 6 

percent of respondents replied that the problem is moderate, Low and None respectively. 

In general there for the sector is suffering from lack of skill which will be reflected in the 

poor quality of products produced. 

4.1.1.3 Lack of Living House and working place 

It is obvious that the income level in general affects access to different social services 

such as housing, water, health etc. The table below indicates, the majority of the 

respondents (50 percent) operate in a house rented from the govenunent, 40 percent of 

respondent operate in a privately owned individual 's house, whi le 10 percent work in 

their privately owned houses. 

Table 4.6 Distribution of Respondents by Working Place and Living Condition 

Ownership of the living house and Respondents 
working place Number Percent 
Own 20 10 

Government 100 50 

Private 80 40 

Total 200 100 

According to focus group di scussions, the private house renters charge higher rents that 

directly affect their lives. A working place that is different from a residence is necessary 
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fo r a decent work atmosphere. Family li fe is very inconvenient if the same room is used 

both as a li ving (i ncluding sleeping) and as a working place. During the fi eldwork it was 

observed that the majority of weavers had the same living and working place. Since the 

room is often very small with no extra space, other family members must leave the house 

when the head performs hi s Iher task of weaving. The room is used for weav ing during 

the day and a good part of the evening and for sleeping during the remaining time. 

According to their view th is created in convenience in their life. 

There is no established place for warping as we ll. During focus group discussion, the 

majority of respondents reported that they perfo rm the task on the roads and in the 

compound of their residence. Lack of shade and absence of protected areas has negative 

implications on the quality and effici ency of work. More over they explained warping can 

take long hours and the yarn can be damaged on rainy days in particular. 

In addition they reported that the leaking roofs and the fl oor sometimes get wet and 

dumpy and the air is hummed and hot that affect their work and product. Lighting is in 

adequate and strains the eyes of weavers. There is little access to fresh air as the 

homestead itse lf is in the middle of n extremely congested area. Therefore the focus 

group members believe that a common working faci lity is the best means of separating 

living and working place for the majority of the respondents. Others who rejected the 

idea fear that the designs or innovations might be stolen if everyone is working in a 

common place. The focus group members believe that a common working fac ility is the 

best means of separating living and working place for the majority of the respondents. 

Others who reject the idea fear that the designs or innovations might be stolen if everyone 

is working in a common place . In any case lack of working premise is a serious threat fo r 

the smooth operation of the sector. 

4.1.1.4. Lack of Modern Weaving Tools 

At present, technology is regarded as one of the key factors in terms of promoting 

economic development and growth. Most of MSEs in Ethiopia used out dated technology 

which severely affects the perfo rmance and competitiveness in the market. Lack of 
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fi nancial resources and credit facil ities are often blamed for an inability of MSEs to 

modemize thei r operation and produce better products. In general the major constraints 

that influenced the success of MSEs were inaccessibility to appropriate technology. 

According to foc us group discussion all respondents reported that they use traditional 

too ls to produce their product. Traditional weav ing involves four main tasks. winding, 

warping, des ign ing and weaving. A number of di fferent weaving too ls are used to 

perform these activities, but the main tool is the handloom, the weaving tool locally 

known as "arb". According to the group di scussions, the cost of a single handloom varies 

between birr 70 and 100. Other tools such as the shuttle, tightening rod, designing stick, 

warping tool and winding wheel cost about 50 birr. For the most part, the total investment 

of traditional weaving is less than birr 150. The various tools are largely made in Gamo­

Gofa and brought to Addis Ababa by traders due to availability and cheap price. The 

number of hand looms owned is perhaps a major indicator of investment level in weaving. 

All the respondents mentioned that the traditional tools have health problem. Producers 

would li ke to acquire improved tool but do not have a starting capital for acquisitions. 

Moreover the operators were approached to indicate the level of influence of lack of 

modern waving tools. Out of the total interviewed weaving operators 88 .5 percent of 

respondents replied that Lack of modern tools is sever or high in their production process 

which will be reflected in the poor quality of products produced as indicated by the 

fo llowing table. 

Table4.7. Distribution of Respondents by Lack of Modern Weaving Tools 

Constraints Respondents 

Lack of Modern weaving tools Number Percent 

High 177 9.5 

Moderate 19 7 

Low 2 1 

None 2 1 

Total 200 100 
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4.1.1.5. Lack of Raw Material 

Majority of weaving enterprises utilize raw materials from domesti c resources. Raw 

material is one of the main inputs for the production of goods. Lack of material can be the 

major hindrance for development of MSEs. The reason for thi s problem can be raised 

from limited suppl y in Local market, high price and poor quality of material. In Ethiopia 

urban centers, the issue of raw material problem is serious. In this regard the stated 

problems are unfair competition among local raw material suppliers, the poor quality of 

local raw material s, and limited supply of imported raw materials in the local market and 

high cost of imported raw materials. 

Main raw material s for traditional weavers are cotton and colored yarn. The latter is 

usually acquired from the market which is imported from other countries . During the time 

of former regime, government and co-operatives supplied warp yarn, filling yarn and 

other supplies at subsidized prices. The economic reform has liberalized the market and 

the private sector has replaced both government and co-operative di stribution systems. 

All of the sample weavers now buy yarn from private traders. Each weaver buys small 

quantity, which can serve him/her for a max imum of one- week in most cases. Buyers 

therefore pay high price. In other words, members of the weav ing community have no 

chance of gaining from price discount through bulk purchases or direct procurement from 

man ufactu reI's. 

According to the focus group discussion, the majority of weavers buy raw materials from 

nearby traders around ' Shiromeda; where as a few go to 'Merkato ' and ' Kechene' to buy 

yarn. The price difference between the three market places (at retail level) are not 

significant, hence the gain from traveling to 'Merkato ' or Kechene' to buy yarn is not 

substantial. The use of credit for procuring yarn is very limited among producers. Lack of 

access to credit also means that weavers have to sell their product, often at any price, in 

order to buy yarn and resume weaving. Weaving activity which serves as the only means 

of surviva l for the vast majority of the community would be interrupted unless the 

product is so ld right away, and the necessary raw materials are bought in time. 
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The other problem raised during the focus group di scussion in relation to raw material 

was the supply problem. Under the ex isting arrangement, weavers are faced with a 

number of supply problems. But the most serious problem is rel ated to price. Price 

fluctuations were considered as the most significant suppl y problems. There is a strong 

fee ling among producers that the price paid to traders is unfair because of too many 

chai ns in the di stribution system. In addition, respondents mentioned low quality of yarn 

and limited avai labi lity. In general operators were asked to show the level of the impact 

of the lack of raw material. Accordingly as indicated in the table below about 78 percent 

of respondents replied that lack of raw material is high or sever in this enterprise. 

Table4.8. Distribution of Respondents by Lack of Raw Material 

Constraints Respondents 

Lack of Raw Material Number Percent 

High 156 78 

Moderate 39 19.5 

Low 4 2 

None I 0.5 

Total 200 100 

4.1.1.6. Health Problem 

According to the table 4.8 about 34 percent of respondents replied that weaving activity 

severely affect their health. In the di scussion with the focus group, it was indicated that 

the back, the eye and the arm are severely affected by weaving. Weavers have such bad 

ergonomic situation that the whole weaving process is damaging to the back. Weaver's 

equipment requires them to bow forward and stare down on the detail s of the weaving 

pattern. 

Most often they sit on the ground and there are no supports for the back. Even when a 

stool is provided, for those who are not work ing on the dug ground, no back for seat is 

provided. It can be seen fi'om the elderly men weavers that this leaves a permanent 

deformation on the body. Moreover the designs in most cases require elaborate detail s. 
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The strain on the eye is extreme and no glasses are worn. Further the lighting in the 

rooms is so bad that one has to bow low and strain the eyes close to the working position. 

This further aggravates the damage on the back as well as the eyes. 

In addition to the above, the shuttle is manual and the arm is a most natural organ to 

handle it. All day long, their muscle over strained. This over strain is so sever that some 

sort of massage is required from time to time. About 11.5 percent, II percent and 43.5 

percent of respondents were reported that health problems are moderate Low and none 

respecti vel y. 

Table 4.9. Distribution of Respondents by Lack of Health Problems 

Constraints Respondents 

Health problems Number Percent 

High 68 34 

Moderate 23 11.5 

Low 22 II 

None 87 43.5 

Total 200 100 

4.1.2. External Growth Constraints 

These are external vulnerabilities, which are threats, or obstacles that could prevent, 

delay or even degenerate MSE development in general, and the weaving enterpri se in 

particular. 

4.1.2.1. Lack of Market Access and Marketing Information 

According to the literature review, marketing of products and services is an area which 

requires due attention for the development of MSEs. The limited market for any sort of 

goods and services has an automatic effect on the production pattern. In most under­

developed economies MSEs suffer from special difficulties in marketing. Most of those 

sectors are typically frozen into traditional markets where their growth is limited by 
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outdated di stribution networks (Philip A. Neck, 1997) i.e. since MSEs lack both the 

resources and the qualifications for effic ient marketing, they usuall y do not get the 

chance to explore and exploit distant markets or distribution agencies. 

In addition to the above, marketing is identified to be major problem to the enterprises for 

there has been a serious lack of market information. In consequence, there is often a 

concentration of similar enterprises in the same localities that makes competition very 

high and reduces the marketing opportunities of each enterprise. There is lack of 

suffi cient marketing and promotional support that nurture the promotion, growth and 

development of small-scale enterprises in the country. Consequently, marketing their 

products effectively is one of the main bottlenecks that small sca le entrepreneurs face all 

over the country. 

As indicated in the surveys of Addis Ababa City Administration MSE Agency, lack of 

informat ion on an alternative credit, on a market, on government policy, on technology 

and fore ign market are the major problems. 

The weaving business in Addis Ababa is hampered by lack of market information, strong 

competition from other products, less quality of the product, etc. In a similar fashion, 

failure of many weaving enterpri ses was often due to the lack of adequate market for 

their product. The lack of market in turn is attributed to very low purchasing power of 

customers. With regard to the marketing place for weaving products, sample weavers 

were asked whether it is comfortable for sale or not. All respondents replied that the 

marketing place, which they used to sell their product, is not comfortable. Because of this 

they are fo rced to sell their product to retailers at lower price, since they could not have 

enough money to rent shops in the market center. 

Moreover they replied that there were a large number of competitors more or less with 

similar products that come from both rural and urban areas. A few weavers reported that 

the competitors of their product come fr0111 similar imported weaving products. Further 
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more, certain focus group members replied that the competitors of their product come 

from other products. 

During focus group di scussion, respondents were asked about the main reason for the 

lack of market for their product. Accordingly they replied that strong competition was 

the prevalent reason for the lack of market for their products. This is probably due to the 

nature of small-scale enterprises that most people perceived as the last resort for 

generating employment and income by joining to these activities for the unemployed 

urban and rural people, which creates large number of competitors to exist. Besides, 

small-scale enterprises require low start up capital relative to the other sub sectors and 

most people involve is these enterprises without any hindrance. 

The second significant reason given by the focus group members for the lack of market is 

weak purchasing power of the potential customers or clients. This is not surprising 

because, in many poor countries a small-scale enterprise does not get off the ground 

because of low purchasing power of the population and that there is simply no market for 

the products of micro and small-scale enterprises. A part from the above, the operators 

responded that the amount of sales declined because there were a large number of sellers 

in the market especially in weaving activities. Currently, the new entrants joining the 

market do so with better design and technologies than the old ones. As a result, thi s leads 

to decrease in the demand of older products. Table 4.10 depicts that about 63 percent of 

respondents indicated that lack of market access and marketing information were high. 

The majority of respondents explained this problem is often caused by the fact that they 

produce and try to market their products or services around the homestead, there by 

limiting their market to individual buyers or the immediate neighborhood. Often these 

practices stem from a lack of information about market opportunities or access to 

markets. Due to this fact similar products were traded at the same place that would also 

lead to strong competition among themselves. 
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Table 4.10. Distribution of Respondents by Lack of Market Access and 

Marketing Information 

Constraints Respondents 

Lack of Market access and Marketing 
Information Number Percent 

High 126 63 

Moderate 58 29 

Low 10 5 

None 6 3 

Total 200 100 

4.1.2 .2. Institutional Support 

The strong bottl enecks that constra in the expansIOn of small-scale enterprises 111 

developing countries are the non-existence of institutional setup such as strong chamber 

of commerce, cooperatives and research centers etc., with adequate faci lity to support 

investment. In Ethiopia, there are no sufficient institutional facilities that nurture the 

promotion, growth and development of small-scale enterprises. There is no strong 

chamber of commerce and governmental institution that can provide reliable and timely 

market information and technical advice to entrepreneurs (Wolday, 1997. 163). 

Consequently, the maj or criterion entrepreneur 's resort to choosing their lines of 

investment appears to be the imitation of others who have started presumably profi table 

activities in the same locality and compete with each other. 

Table 4.11 Distribution of Respondents by Lack of Institutional Support 

Constraints Respondents 

Lack of institutiona l Support Number Percent 

High 143 7 1.5 

Moderate 32 16 

Low 13 6.5 

None 12 6 

Total 200 100 
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According to the above table, among 200 weaving enterprise household operators about 

71.5 percent respondents replied that lack of institutional support is high. During the field 

survey it was observed that the majority of respondents did not know who their 

supporters were. The reason they provided was due to lack of awareness creation. On the 

other hand, around 16 percent 6.5 and 6 percent of respondents replied that the problem is 

moderate, low and none respectively. 

__________ ~4JL2.~aclcofFa~ornla·a~bwl e~p~owl i~c~~~Qn~~------------------------____ __+ 
MSEs make a major contribution to the total economy in the nations in which they 

operate. Conversely, the state of the over all economy has a considerable impact on 

patterns of growth and diversity of the business activities in question. In Ethiopia until 

few years ago, MSE development was often seen exclusively as away of creating jobs. 

There was little or no concern for existing economic activity in the MSEs for the chances 

of survived of formal sectors. 

With regard to benefits of mIcro and small scale industrial promotion Agency, 

respondents were asked whether they know or not. Accordingly about 90 percent of the 

respondents replied that they don't know the policies with regard to their activities. In 

addition operators were asked why they were not interested to know. They reported that 

because of lack of knowledge and awareness creation from concerned body as indicated 

in the following table. 

Table4. 12. Distribution of Respondents by Knowledge about the Benefit of MSEs 

Promotion Agency. 

Dou you know the benefits of MSE promotion 

Agency Number Percent 

Yes 20 10 

No 180 90 

Total 200 100 
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According to the Literature review the policy environment is a critical factor for small 

sector enterprises development. There is yet no clear definition of what constitute small­

scale enterpri ses, which not only hampers the development of the sector but also poses 

impact on the incentives that could be tailored for the effective promotion and support of 

enterprises. 

In Ethiopia, the development pol icy of the previous governments has not been conducive 

for the development of small-scale enterprises. Investment policies have been 

di scouraging the expansion of small-scale enterprises. Though the present government 

has put policies and strategies in place, there remains to be materialized. Out of which the 

investment policy for MSEs is not that much attractive and conductive. Policies like tax 

holiday and tax exemption on capital goods for the investors may result MSEs to be weak 

competitors due to their poor economic capacity to import machineries and to be 

advantageous on tax holiday. The lease policy also favored large enterprises to have 

good market sites, at the same time the small business may force to change their market 

position due to the lease system. Even if, there is attention for MSEs development 

recently in the cities, it is not well organized enough to create good environment and 

initiate the sector. Most of the time the investment policy allow enterprises to import 

duty free machineries and equipments. Even though, the policy create the favorab le 

condition for the investment it dose not take account of the capacity of MSEs. And also 

the poor control pol icy on smuggling of goods to the cities, make the formal small 

business weak and incompetent. 

On top of the above the credit policy of the formal banks and micro finance institutions 

have not set still the way to treat the collateral problem for MSEs to so lve their start up 

capital problems. 
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Table 4.13 Distribution of Respondcnts by Lack of favorable Policy Environment 

Constraints 
Respondents 

Lack of favorable Policy Number Percent 
Environment 
High 177 88.5 

Moderate 19 9.5 

Low 2 I 

None 2 I 

Total 200 1000 

As indicated in the above table respondents were approached to indicate the extent of the 

impact of lack of favorable policy environment. Accordingly 88 .5 percent of respondents 

reported that the lack of favorable policy Environment was high or sever due to the above 

discllssed problems. 

4.2. Growth Opportunities 

The opportunities for growth in the MSEs in general and weaving enterprise in particular 

are immense, but to make it simple, it can be classified as internal as well as the external 

opportunities. 

4.2.1 Internal Growth opportunities. 

These are favorable internal capacities, which enable the MSEs to achieve faster growth 

and development. Under this section, di scussions were based on the date collected from 

secondary sources and survey that is summarized under the following table . 
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Table 4.14 Opportunities that could have Impact on Weaving Activities 

Internal Kebeles 
opportunities Kebele 17 Kebele 18 Kebele 21 Total Percent 

High 30 72 67 169 84.5 

Moderate 19 5 2 26 13 

Low 

None 

Total 

- I - I 0.5 

" I - 4 2 .J 

52 79 69 200 100 

4.2.1.1. Large population size for local market 

Ethiopia is endowed with vast material and human resource potentials as well as other 

internal and external conducive enviromnent for the development of MSEs, particularly 

for handicrafts. Human resource is the most and decisive factor in any development 

endeavor as producer and consumer that creates increased local demand. Ethiopia is a 

large country with a population of more than 70 million results a large market for 

handicrafts if the purchasing power of the consumer will increase and about half of the 

population is estimated to be productive labor. It is known that there is much disguised 

labor in the countryside and a significant number of educated productive laborers in most 

urban areas without jobs could be mobilized and engaged into this sector. 

4.2.1.2 Material base opportunities 

Ethiopia has a good flora basis or diversified plants (woods, bamboos, leaves, fibers , 

herbs, grass, cotton, etc). It has been endowed with fauna resources with variety of 

animals and birds (sources of leather, wool, horns, taxidermy works, peculiar animals and 

birds). The country also has a wealth of minerals including metallic and non-metallic 

resources such as gold , silver, bronze, clay so il , marble, dimension stone, etc. that further 

enhance the growth of MSEs. ILO report in 2000/0 I indicates that the total cotton 

production was about 84,056 tones, which are the major sources of raw material for 
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weav1l1g activity. Currently, there are a few modern farms, which produce cotton with 

acceptable quality. 

4.2.2. External growth opportunities 

These are favorable external conditions, which enable the MSEs to achieve faster growth 

and development. These includes the Africans growth opportunities (AGOA), the 

Ethiopian Diaspora, Addis Ababa the place of African sit, increase of Tourist nwnbers, 

different regional and international conferences. 

4.2.2.1 The preferential access of international markets 

Traditional handicrafts have hi storically been and still are both a vocation and a way of 

life. Visitors to Ethiopia could thus experience for themselves what is a living museum of 

a most devise culture where the old consist with the new, in harmony, in the everyday life 

of the peoples of Ethiopia. 

In thi s respect, the growing tourist market brings new opportunities to the MSEs sector 

for mediating thc transition to a market economy where by the traditional know-how are 

brought to a new life in a decentralized frame work. On top of the above, globalization is 

an opportunity to Ethiopian MSEs export business for at discourages legal barriers that 

hinder exporters from reaching out to the global market. Moreover, the introduction of 

Internet is also an opportunity to our export trade for E-mail facilities would help us to 

reach out to the global customer. 

The preferential access to markets provided by some developed countries and other 

market opportunities could encourage handicraft and cottage industries to export their 

products. These opportunities include the following. 

• The African Growth Opportunity Act (AGOA) glven to Sub-Sahara African 

Countries including Ethiopia to expOlt cotton made handicraft products with tax 

and quota free to the US market; 

• Everything But Armament (EBA) scheme that European Union offers; 
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• 
• 

• 

Preferences given to Ethiopia from bilateral agreements with Canada and Japan; 

Increasi ng attraction of Ethiopians residing abroad to be involved in handicrafts 

trade. More over the increase in number of Ethiopian nationals in the United States, 

Canada and Europe can add up to potential customers abroad. They can playa role 

In market assessment and promotion activities acting as agents, 

distributorslimporters, retailers and also consumers. 

The changing foreign policy of the country towards economic diplomacy and the 

roles that the diplomatic missions abroad can play in promoting and facilitat ing 

export trade is another opportunity. Moreover the increasing number of Tourists, 

diplomats, foreigners and travelers in Ethiopia creates an opportunity to the 

handicraft market. 

• Nowadays, trade is getting due attention no less than political issues. In this regard, 

the government's focus to strengthen commercial attaches is highly desirable. 

Besides these favorable conditions, the export market for handicrafts is shown to be 

promising specially the demand for hand made products is enormous in the developed 

economies as consumers where the society is tending to favor artistic and natural 

products. Currently, handicraft products having a value of more than USD 75 billion are 

so ld in world markets annually. The major beneficiaries of these markets are few 

developing Asian countries such as India, Iran and Philippines. This can be seen from the 

following table. 
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Table 4.15. Handicraft Exports of Some Developing Countries (1998) 

Country Value USD 

India 1,005,000,000 

Iran 1,005,000,000 

Philippines 449,000,000 

Morocco 58,000,000 

Peru 10,000,000 

Bangladesh 10,000,000 

Kenya 10,000,000 

Madagascar 2,700,000 

Ethiopia 87,920 

SOl/ree. Mr. Lamoni (SNV) Handicrafls Consultant) and Internet 

From the African continent, Morocco and Kenya get relatively good amount of foreign 

exchange from this sector. On the other hand, Ethiopia was able to generate foreign 

exchange revenue worth less than one million birr. However, the amount has been 

increasing although insignificant it might be. The increasing trend, however, reveals that 

the country is on the right truck. Indeed, the actual volume of handicrafts products that 

go out of the country is estimated to be by far bigger than what is indicated in the table. 

The table shows the official export value and does not include a large amount of 

handicrafts products that leave the country through tourists, diplomatic missions, 

Ethiopians go ing abroad, through post offices, contraband and others. Moreover, 

handicrafts are included under 'others' in the export products list or classification by the 

Ethiopia Customs Authority, and thus would obscure actual amount of handicraft exports. 

The major receiving countries of Ethiopian handicrafts are USA, Canada, Sweden, 

Belgium, Italy, Netherlands, Germany and UK. Despite the positive trend and the effects 

of under estimates on export values, Ethiopia is not a major exporter of handicrafts. 

Given the potential that the country has and the opportunities created, if the country 

makes an aggressive effort to have at least a 0.5percent share from the international 

market, it can earn about USD 375 million per annum from handicraft exports . 
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Assuming more pragmatically, (one out of thousand or 0.001 per cent) , sti ll we can earn 

some USD 75 million annually. 

Table 4.16. Handicrafts Export of Ethiopia 

Year Value (Birr) Year Value (Birr) 

1992/3 73847 1997/8 58643 

1993/4 122046 1998/9 25 1303 

1994/5 87593 1999/00 N.A 

1995/6 40815 2000/01 154417 

1996/7 157651 2001 /02 605050 

Source. Ethiopian Export Promotion Agency 

All the above di scussed opportunities are encouraging for MSEs to grow. However if 

MSEs are to play their vital role in the country 's economic development, all these 

opportunities need to be exploited to the maximum and possible growth constraints of 

MS E have to be tackled. But the survey reveled that, the majority of the respondents 

reported that they did not know the above opportunities. Accordingly about 70.5 percent 

respondents were not able to state during the survey. TillS reveals that the respondents 

were not aware of about the International market for their product. Wile 14 percent 7.5 

percent, and I percent respondents replied the impact of external opportunities for 

survival and growth of their weaving activity is high, moderate, low and none 

respecti vely. This is summarized under the fo llowing table . 

Table. 4. 17. Distribution of Respondents by External Opportunities 

Opportunities Kebeles 

External opportunity Kebele 17 Kebele 18 Kebele 21 Total Percent 

High 10 16 2 28 14 

Moderate 10 5 - 15 7.5 

Low 9 0 2 14 7 .J 

None 2 - - 2 I 

Not Stated 2 1 55 65 141 70.5 

Total 52 79 69 200 100 
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However if MSEs are to play their vital role in the country ' s economic development, all 

these opportunities need to be exploited to the maximum and possible growth constraints 

of MSEs have to be tackled. 
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CHAPTER FIVE 

5.1. SUMMARY, CONCLUSION AND RECOMMENDATIONS 

5.1.1. Summary and conclusions 

The main objective of this research is to identify the opportunities and constraints for the 

survi va l and growth in weavers enterprise operated by both women and men in three 

Kebeles in Gulele Kifl e Ketema of Addis Ababa namely Kebele 17, 18 and 2 1. 

The primary research has provided a broad range of information on weaVll1g 

entrepreneurs and weaving enterprises, and on the problems and opportunities facing 

weaving entrepreneurs i th tm:ly area . 'fhe researclrlm's<rlso cOImtbllted to greaterr ---­

understanding and knowledge of the experiences of weaver' s business growth, its 

employment potential, income generating capacity, the business support frame work, and 

the broader environment in which weavers business operate in Addis Ababa. The 

fo llowings are the maj or findings and conclusions ari sing from the study. 

5.J .J.I Kebeles Divergence 

Although the survey was carried out in three Kebeles of Gulele Kifle Ketema in Addis 

Ababa there appears to be no major differences in the way the weavers start and develop 

their businesses or in the over all -enabling or support environment 

5. 1.1.2 General Characteristics of weaving operators and their enterprises 

The fi ndings of the primary research and in depth interviews indicate that the majority of 

weav ing operators (75 percent) are less than 36 years of age; 65 percent were married and 

most have attended primary level of schooling. The average household size was found to 

be 4 persons. The survey al so indicates that weav ing is male dominated acti vity that 

accounts fo r 95 percent. 

According to the findings of the research most interviewed weaving enterprise owners 

and employees are Gamo Ethnic group. This finding shows that fri endship and etlmic ties 

make entry to the sector possible. 
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Almost all weavers produced Netela, Kemis, Gabi, and Kuta. In most cases they can 

perfo rm thei r own designs, purchases their own raw materials and fully perform the 

weaving activity from the beginning to the end. However they have little control over the 

inflow of raw materials, the prices and the qualities. The importers of the raw materials 

and the final retailers or exporters have more control over the value chain. 

About 35 percent of weaving enterpri se owners approached in Shiro Meda area on 

average employ 4 persons in their enterprises. This indicates, MSE sector has a great 

potential for employment creation. More over family members, in most cases younger 

sisters and brothers, who ass ist in preparation of the warp, are involved in the daily 

weaving activity. The income of these young family members actually goes into covering 

the expenses for the family. 

In most cases the products of the weavers are so ld in the open market or end up in retail 

shops or exporters store. So far the export market for the products of weaving is limited. 

Proper registration has al so not been conducted. A higher official of ReMSEDA of Addis 

Ababa city Administration reported that, lately, the Ministry of Industry in collaboration 

with ReMSEDA has been recording the exports of weaving products. 

Weavers may opt for the production of items, which may fetch better prices. Such items 

include products, which could go into the export market namely table clothes, sharp, 

pillowcases, etc. These can be finall y designed to attract the interest of the domestic and 

foreign market. They can be sold at higher prices, and weaver operators can take 

advantages of that. 

5.1.1.3. Constraints and Opportunities 

Small as well as micro enterprises are becoming an important area of emphasis for many 

developing countries in general and to Ethiopia in particular, primarily for their immense 

potentials as a source of employment and income generation. As a result donor agencies 

and deve lopment analysts are focusing on in small enterprise development policy in 

developing countries in general. 

104 



However, the development of small enterprise sector, which is considered to be one of 

the prerequisites for building strong industrial base, is constrained by diverse problems. 

According to the CSA' S survey conducted on small scale manufacturing industries in 

major towns in 2002, the sectors performance is hindered by various structural and 

institutional related problems. Similarly, the major bottlenecks currently facing the 

weaving enterprises in the study area are shortage of start up capital, inadequate skill, 

lack of raw material, lack of living houses and working places, lack of modern weaving 

tools, lack of institutional support and lack of favorable policy environment. 

In this regard , the survey indicated that the main sources for the start-up and expansion of 

weaving enterprises are personal savings and family loans / contributions. Since the 

amount coming from these sources is limited, it has proved to be a constraint for the 

majority of the weaving operators, especially when trying to mobilize adequate working 

capital for expanding or diversifying the business. Although saving is one of the means 

of accumulation of capital, many weavers reported that savings alone is not always 

sufficient for nlIming and expanding their business operations. The expansion of their 

enterprises can be restricted due to a lack of finance for working capital and for long-term 

capital investment. The weavers found it very difficult to access credit from banks due to 

the requirements of the banks, such as the collateral and the expected level of 

contri but ion from the weavers themselves. The MFls are not also good sources due to 

low loan ceiling, and the inconvenient lending and repayment arrangements. All these 

have resulted in the production of poor quality product that fetched low price and 

generate low income for the weaving operators. 

The other constraint weavmg enterprise faces is shortage of raw material. Weavers 

constantly face the risk of rising cost of raw materials and declining output prices. They 

buy yarn and other inputs in small quantities and at very high prices from small retailers. 

The price of some of these items (especially the ones imported from abroad) is also 

increasing in recent years due to decline in the value of birr. 
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The bargaining power of weavers is very weak relative to the rich traders who are likely 

to collude and agree (implicitly or explicitly) to set prices at high levels for items they 

sell (yarn and other supplies) and fix low prices for weaving products that they buy from 

the weavers. There are two major forces that undermine the bargaining power of 

weavers. the fact that the transaction of both purchase (raw materials) and sales (weaving 

products) involve small quantities, and the pressure to sell output immediately in order to 

meet subsistence requirements and buy raw materials for the next round of weaving. 

Extreme poverty and lack of credit access, forces the poor weavers to sell their product at 

any price offered by the traders. On the other hand, traders are relatively small in number 

and they often form social and economic groups (e.g. Iqub) that make it very difficult to 

compete against one another. 

The majority of weaving operators (91 percent) have experienced difficulties in finding 

and acquiring premises for production or provision services, as well as for selling 

purposes. Most of them run their business from rented premises, but the relatively high 

rents poses critical problems for them and can hinder their expansion and diversification. 

The finding of the survey also revealed vast majority of weaving operators sell their 

products to local markets, which resulted in stiff competition with each other for the same 

local markets , and this inevitably results in lower returns all round. This indicates that 

there is a limited access to international market and limited exploration of market 

development into new markets, which should bring better price advantages for weaving 

operators. 

To sum up, the general characteristics of traditional weavers are that they are universally 

all in the informal sector. They are all self employed, operate from homes, have no 

formal training, (except the training received from family members through observation,) 

no tax payment and no access to modern finance of whatever form. Equipment used is 

inefficient and of obsolete. Working condition leaves much to be desired. Raw material 

supply is erratic and discontinuous. Demand for the product is unreliable and prices 

fluctuate often, forcing sales price to be about the same or even sometimes below the cost 
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of material inputs. The physical strain on the body is great. Working positions and 

ergonomic problems render the human body distorted and deformed over long periods. 

Remuneration is far below the effort exerted by the weavers and their close assistants. 

On the other hand the survey found that there are immense opportunities to be exploited 

to curb the constraints encountered the sector. However, almost all respondents of the 

weaving operators do not know this opportunities, due to lack of awareness and lack of 

knowledge. 

5.2. Recommendation 

The above findings lead us to draw some following recommendations. The findings are 

important in that they have relevance to the development of the sector. 

• Government policy measure has to include provision of easy access to financing 

at low cost. Other organized sources of finance should target weaving enterprise 

and need to be put in place to enable the sector to have access to commercial 

finance for their working capital and long-term investment requirements, if 

growth of weaving enterprises is sought for. A guarantee schemes to support the 

weaving enterprises that do not meet bank and financial collateral requirements 

can be considered. This mechanism has been proved to be effective in some 

developing countries. More over government should strengthen saving and credit 

programs aimed at the micro and small scale business enterprises in order to 

improve access to credit. 

• Weaving is one of the oldest and most important activities with in the informal 

sector, supplying garments for low as well as high - income groups. It provides 

employment to a large number of urban dwellers and contributes to balance of 

payment improvement (through import substitution). Unlike many other 

traditional craft activities, weaving sub-sector in Addis Ababa is characterized by 

diversified and ilU1ovation oriented activity, which can create job opportunities for 

a substantial segment of the population. This indicated that the sector is a quick 
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remedy for unemployment problem. Therefore, to curb unemployment and 

fac ilitate the environment for new job seekers and self-employment, Addis Ababa 

Administration MSEDA and other responsible bodies should give prior attention 

to MSEs in their strategic plans. 

• MSEs face immense opportunities for their survival and growth, out of which, the 

large population size for local market, material base opportunities, the preferential 

access of international markets were some of the opportunities that the survey 

have identified. There is a need to take advantage of these oppOltunities and 

thereby eliminate constraints. 

• One option in solving the marketing problems is to establi sh a common marketing 

center where the products of individual weavers are displayed and sold to 

consumers and traders. At present, weavers have no fixed place of sales. They go 

to the open market at Shiro Meda on Sundays and search for interested buyers, i.e. 

shop owners or traders. Attempts to sell weaving products at the open-market 

place on any other day (Monday through Saturday) are considered illegal and 

government police as we ll as security personnel hired by the shop owners active ly 

di scourage such transactions. A common sales center or shade allows weavers to 

se ll their products on any day of the week. 

• Apart from co-operatives and common sales and production centers, association 

of weavers is indispensable to protect and promote the interest of the weaving 

community in general. The association can stri ve to influence governmental and 

non-govenm1ental bodies to formulate supportive programs. Lobbying for access 

to land, credit facilities and training can have considerable impact on the life and 

working conditions of weavers. The other roles of such association may include 

rendering advisory with various organizations), disseminating business and 

educational information, and promoting weaving products. 
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• Moreover, a co-operative, if managed effectively and independently, could buy 

raw materials in bulk at lower or discount prices from wholesalers or 

manufacturers and se ll them to members at reasonable and affordable prices. The 

co-operative can help in marketing by accessing weaving products directly to 

consumers and distributors who want to buy in large quantities. It can extend 

advance payment and enable members to deter the sale of their product until 

market prices improve. It should also be noted that there is a strong support for 

co-operatives among the community, crucial for long-term and sustainable 

operation of such institutions. 

• A common production facility for a group of weavers with no separate working 

place is also suggested as one area of assistance. Most weavers perform weaving 

within their residence house, making it impossible for the rest of the family 

members to stay in the house during working hours. A separate working place in 

the form of a common workshop can have considerable impact on the 

productivity and living conditions of the community. Such facility may initially 

serve a few households with most serious difficulties. The facility can gradually 

be extended to assist more weavers once the pilot scheme is found successful. In 

thi s regard , co-operatives can playa leading role in building common production 

facilities. Work sites, different from the home, would be valuable for better 

production. Such work places should have all the necessary provisions for 

venti lation, protection from cold and heat, sufficient lighting and suitable 

atmosphere for operations. It should be, in particular, flexible enough to allow 

working in the evening and, whenever desirable, on Sundays and holidays. 

• It is also important to stress the fact that working fi·otn home may be necessary 

until suitable work site is built. Working from home has the advantages of flexible 

operations. It is also less costly and the women weavers are very much used to it. 

The operation involves several family members including mothers, sisters and 

brothers in addition to fathers . Everyone is productively engaged for at least 

some part of the day. These are unique and important features. The new working 
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site outside the home may have to be designed to retain some of these important 

features. 

• Furthermore the development and introduction of appropriate technologies are 

important to make the sector more competitive, and enhance productivity. 

Weavers use an age-old technology in Ethiopia. The technology has not shown 

any significant improvement over the years. Because of low productivity and low 

prices, the life and working conditions of weavers is very much simi lar to 

subsistence farmers in rural areas. Therefore, improved technologies in winding 

and weaving need to be identified and introduced. This may call for research and 

development of hand looms for making fine products such as 'Tibeb'. In this 

regard, collaborative effort with concerned bodies is highly valuable. 

• Organize training in to the basics of weaving technology appropriate for those 

who have all the expertise for operating traditional weaving tools. Such trainings 

may have to be specifically designed by the Training department of ReMSEDA. 

The trainings should not destruct the normal routine work of the trainees. It is, 

therefore, necessary to have a custom tailored program. Trainings should be 

provided intensively 2 or 3 times in a week leaving the rest of the days free of 

trainings so that normal production would continue. 

• Programmers aimed at diversifying income sources are indispensable to reduce 

dependence on weaving. Since household heads are full-time weavers working 

very long hours, only other members of the fami ly can engage in other income­

generating activities. This study has not looked into the reasons why a weaver 

number of the household members participate in other income-generating 

activit ies (despite the low level of fami ly income) is low, but it can be assumed 

that most wives of the weavers have rural background, and hence they may not 

have the necessary skill to participate in some common activities (in the urban 

areas) such as petty trade and processing of local drinks. There is a need for 

identi fy ing income-generating activities appropriate for the wives and grown-up 
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children of weavers. Special training and credit schemes, targeting these groups, 

can be given particular attention. 

• Adult education and family planning must be given due emphasis in any 

intervention effort designed to improve the living standard of the weaving 

community. In particular, recent migrants, who tend to be illiterate and 

uniformed, need special support in order to adjust to life in the city. 
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Appendix I 

Checklist offocus group discussions 

1. Are you interested in this job? And for how long you want to stay? 

2. What is your main reason for your lower income? 

3. Do you have other income generating activity than weaving? 

4. What are the reasons for your migration to Addis Ababa? 

5. How much does one handloom costs? 

6. From were do you purchase your raw material? 

7. What is your problem with regard to supply side? 

8. What is the impact of high house rent in your product? 

9. Where do you perform your work? 

10. What are the main reasons for lack of market? 
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Appendix n 

ADDIS ABABA UNIVERSITY 

Faculty of Business and Economics 

Regional and Local Deve lopment studies 

Household survey Questionnaire on 

The opportunities and constra ints for survival and growth of micro and small 

enterprises in Ethiopia. The case of weaving enterprise on three Kebeles in Gulele Kifle 

Ketema of Addis Ababa. 

Objective.- This questiorll1aire is prepared to co llect data on ' weaving activities at three 

Kebeles in Gulele Kifle Ketema. The objective of the questionnaire is to collect data on 

opportuniti es and constraints for survival and growth of micro and small enterprises and 

there by to point out solution. Therefore, we would like to assure you that there would be 

no value attached to it and you can be confident that the information you wi ll be 

providing will be used for academic purpose. We would like to thank you for your 

cooperation before hand. 

Instructions.-

Correct and in detail Information's are necessary to find solutions for the problems. The 

questionnaire is opened for your further information 's and suggestions in addition to the 

questions li sted . 
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Identification particulars 

[)ate ----------------------

Name of the Interviewer ..... ... .. ... . . . .. ... . 

Household code .............. .. . .... .. .. .. ... ...... . 

Summary Information. questionnaire will be provided to household Weaving operators 

Part one 

I) Personal Information of weaving enterprise owner operator 

1.1 Name of the weaving enterprise owner -----------

1.2 Address. - Kifle Ketema------------

Kebele ----------

No. of the house -------------

1.3 Relationship of the weaving enterprise owner to the head of the Household 

1. Head of the household 4. Brother IS ister 

2. Wife Ihusband 

Son/daughter 

1.4 Type of household 

1 . Female headed 

1.5 Age of the weaving enterprises owner; 

I. From 5-15 

2. From 16-25 

1.6 Sex of the weaving enterprise owner. 

1. Female 

1.7 Educational level 

1. Can not read and write 

2. Can read and write 

3. Grade from 1-6 

5. Other relative 

6. Non relative 

2. Male headed 

3. From 26-35 

4. Above 35 

2. Male 

4. Grade from 7-8 

5. Grade from 9-12 

6. Above Grade 12 

121 



1.8 Marita l status of the weaving enterprise owner.-

1. Married 4. Widowed 

2. Single 

3. Divorced 

1.9 Religion 

I . Orthodox 

2. Muslim 

5. Others, specify ------------

5. Separated 

3. Protestant 

4. Catholic 

1.10 To which Ethnic group do you belong? ------------

1. Amhara 

2.0romo 

3. Gamo 

4. Guraghe 

5. Tigre 

6. Others, specify ---------

1.11 The current level of the weaving enterprise owner on weaving activity. 

I. Head of the weaving activity 4. Working for relatives 

2. Employed 5. Other 

3. Working for himself 

1.1 2 A) How long have you lived here? 

l. Since birth ................. . 

2. If not since birth, specify the time. --------------

8 ) If the answer for Q.12 A, is no. 2, could you tell as where you come from? 

I. Other Kifle Ketema out side Gulele 

2. From out side Addis Ababa /specify. 

C) Reason for coming to this area. ---------------

I. Marriage 3. Followed/visited 

2. Seek employment 4. Others, specify--------

II. Family status 

2.1 Can you tell as the number of people who live permanently in the household? 

I) Now (starting From 1997 E.C) ------------

2) Starting From 1995 E.C ---------------
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2.2 Detai ls on the household members 

Relat ion Ship with 
Na me of The weaving enterprise Sex 
Household Ow ner ( Insert number Male I 
me mber us ing code i) Female 2 Yea rs 

Code I Code II 

I. Parents I. Single 

2. Children 2. Ma rried 

3. Sister/brother 3. Divorcee 

4. Oth er relatives /specify 4. Live together 

5. Othe r none relat ives 

Highest Main activity 
Level of education (occupation 

Marita l stat us completed ( use Code in iV 
( use code II) (Use code ii i) below) 

Code III Code IV 

I. Illiterate I. Farming 

2. Literacy school 2. Student 

3. Priest school 3. Daily laborer 

4. Grade 1-6 4. House wife 

5. Grade 7-8 5. Unpaid fa mily worker 

6. G rade 9-12 6. Private sector 

employee 

A bove grade 12 7. Governm ent 

8. Lookin g for a job 

9. Others, specify----
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No. 

III House hold property 

3. 1 A) Do you have household assets? 

I ) yes 2. No (enumerator sk ip to Q.3 .2) 

B) If yes, which of the following Assets do you own? 

Assets owned Please Specify the number 
I Electric " Mitad " 
2 Weaving equipment 
3 Woven materials .. - -In utsi'orrmrkilTg"Ulntlres-
5 Animals 
6 Radio or Tape 
7 Kerosene Stove 
8 Table 
9 Chair 

10 Iron Iwooden bed 
II Mattress 
12 Factory Blanket 
13 Transistor Radio 
14 TV set 
15 Sofa seats 
16 Others , specify 

3.2 A) The working place you are living is -----------­

I. rented from kebele 

2. rented from private individuals 

3. Owned 

4. debal 

5. Owned by relati ves 

B) If it is owned, How many rooms does it have? 

I. From 1-2 2. From 3-4 3. If above 4. rooms Specify the No----

C) If it has more than one room for what purpose are you using the rooms? 

1. rented 3. Service to living 

2. Service for weaving 4. Others ------------
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3.3 The worki ng place you are working 

I. rented from kebele 

2. rented from private individuals 

3. owned 

4. owned by relatives 

5. Others ( specify) 

Iv. Sources of Income for the Household 

4.1 What is the major source of income to run the enter rise? 

I. wage/Salary 4. income fro m selling woven products 

2. owned business info rmal 5. rent part of house 

3. support from relatives 6. Support from NGO or government 

7. Others specify --------------

4.2 could you tell us, your household income oflast month and the average 

amount earned /received fo r last three years? 

4.3 Do you or any of your house hold member engaged in any other income 

generating activi ties addition to the main one? 

I. Yes 2. No 
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4.4 If your answer is yes for Q.4.3 in which of the following activities do 

you engaged? 

Activities Who is engaged? 

I . Husband 4. Female child 
2. wife 5. Others 
3. Male child 
(you can give more than one answer) 

Preparing and se lling food 

Micro business 

ocal Brewery ( seI ling I ella .. 

Pottery mak ing 

wood work 

Basket making 

Tailoring 

Metal work 

Tannery 

Others Specify 

4.5 How much is your household arrange monthly expense? 

The maximum 
The minimum A verage household 
Average household expense 

Items Expense( Amount in birr\ ( Amount in birr) 

Food purchase 
Other industrial commodities and services 
Clothing 
Social activities ( chi ldren education, health 
service, water charge, electric and telephoJ1( 
service charges) 
Expenses related to social 
Institutions ( Edir, Maheber Senbete) 
Saving -Ekub 
Salary of Employees 
Rent of house 
Cost of transportation for you and for raw 
materials and products that you produce 
Others /specify ----------

Average to 
be filled by the 

enumerator 
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iliote for the Enumerator . that if the respondent gives you yearl y expenses, calculate the 

monthly share before inserting the answer) . 

4.6 A) Does your household income increased? 

I. yes 2. No 

B) If yo ur answer for the above question is yes what the reasons are for 

the increment. 

I. 

2. 

3. 

4. 

5. 

C) If your answer for the above question is no, what are the 

reasons for decreasing? 1.--------- 3.-------

2.--------

4.7 A) Can you say the weaving activity transformed your life and your family as well. 

I. yes 2. No 

B) If you answer is yes, how could the effect be explained? 

I. Creating ability to send the children to private school and pay 

2. Purchasing additional household materials 

3. enabling to build additional rooms 

4. enabling to buy additional weaving machines 

5. increased monthly income. 

C) If your answer is no, what are the reasons? 

I . -------------------------

2-------------------------

" j -.-----------------------

4. ------------------------
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V. weaving production process, weaving instruments and market situation 

? 

5.1 What type of weaving product do you produce now? 

I. Limut Netela 3. Gabi 

2. Tibeb 4. Others 

5.2 What does your production process looks like now ? 

Maior nroducts ("I1'1'pnt nrnrl,',rti,,;;- T f' nmducecLb..y..iulkcapaci. 
measurement daily Monthly dail y 

5.3 The service ( benefit )of the product. indicate by using the sign ( Y) 
in the following table. 

Benefit 
Type of product For use (1) For gift (2) For decorationl31 

Monthly 

Other 
(specify) 
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5.4 When do you produce your product? 

Type of product Based on market Based on Always Others 
availability ordering 

5 5 what is the selling price of the product? 

Type of product Measurement Producers price Traders/ markets/ price for 
for a product product 

5.6 How do you calculate the cost of your product? 

l. Comparing the expenses with revenues by identifying the profit. 

2. comparing with selling price of the market 

3. constant price 

4. Less than production cost /loss 

5.7 What are the competitive products , that compete with your product in the 

market? 

I. None. 

2. The same products come from both rural and urban area 

3. Similar imported weaving product 

4. Others ( specify) ---------

5.8 A) Type of weaving tools (instnunents) (machine). 

I. Modern 

2. Traditional 

B) If your answer is Traditional, does it comfo rtable for you to work on it 

I. Yes 2.No 

129 



C) If you answer is no , what measures should be taken to modify the 

instrument in your suggestion ? 

l. 

2. 
, 
J . 

5.9 What type or raw material is being used? 

I . -------------------

2. ------------------- 3. -------------------

5.10 Raw material demand 

Source of Row material 
Types of Raw Mo nthly demand Yearly demand 
Material Measurement Quantity Measurement qua ntity From domestic From Abroad 

5.11 A. Price of raw material 

I. high 2. moderate 3. low 

B. quality of the domestic raw material 

I. high 2. moderate 3. low 

C. quality of the abroad raw material 

I. high 2. moderate 3. low 

5.12 Is there any problem in supply of raw material ? 

I. Yes 2. NO 
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5.13 If your answer is yes, tell us the reasons? 

I. -------------------------

2. -------------------------
, 
J. --------------------------

4. --------------------------

5. 14 Market situation in which you so ld the product 

I . Wondering surround 5. Directl y to consumers accord ing to 

2. At the market place their order 

3. In the shop 6. For exporters 

4. To the traders who come 7. For tourist 

from other towns 8. NGO's and Government Organizations. 

9. Others. 

5.15 Who are your major buyers (consumers) of the product or service of your main 

micro enterpri se? 

I. Regional traders ( whole sellers or retailers) 

2. To traders of Addis Ababa ( whole sellers or retailers). 

3. To consumers ( final users) 

4. To exporters 

5. Others 

5. 16 Does the place of market comfortable? 

I. yes 2. No 

5. 17 If the answer for the Q. no. 5.16 is yes, what are the reasons? 

1. -------------------------

2. --------------------------
, 
J. ------ -------------------

4. Others --------------------

5. 18 What is your plan to change your current design and the level of quality in order to 

uti li ze the huge market potential and to sati sfy the demand of the customers? 

1. --------------------------

2. -------------------------
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3. -------------------------

4. -------------------------

5. 19 Do your export you product abroad? 

1. Yes 2. No 

5.20 If the answer is yes, tell us where ? how and what type of product? 

Type of product The country where the produc 

exported 

5.2 1 If the answer is no, what are the reasons? 

I. -----------------------

2. -----------------------
, 
J. -----------------------

The way the product 

exported 

5.22. Mention some of the major Government support that you need to export your 

product to Abroad in order to get profit? 

1 . ---------

2. ---------

3.--------

VI. Source situation for weaving activities 

6. 1 How did yo u acquire your main weaving enterprises? 

1. I started it 3. I bought it 
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2. I inherit it 4. Other, specify ----------

6.2 A) What was the amount of your start up capital ? ------------

B) What was the sources of the start up capital for your weaving activity? 

I . Own saving 

2. Borrowing lassistance from friendslrelatives Iwith out interest I 

3. Loan from formal banks 

4. Loan from micro and small credit associations 

5. Advance from traditional financial institutions such as Iqub 

6. Others, specify ----------------

C) If one of the answers for the above question is own saving or Iqub, what was the 

source of saving? 

I. Previous wage employment 

2. sales of fixed assets 

3. Other businesses 

4. Sale of live stock 

5. Sale of weaving products 

6. Inheritance 

7. Other, specify---------

D) If the answer is any kind of loan , what was the amount of money ?-------------

E) Does the loan be obtained through providing collateral? 

I. Yes 2.No 

F) If the answer is yes what was the kind of collateral that you give? 

I. Weaving instrument 2. House 3. Others 

G) What was the amount of interest rate for the loan? 

1.5% 

2.7% 

3.10% 

4. above 10% 

H) What was the return to the loan? 

I. From one month to one year 

2. From one year to 3 years 

3. Above 3 years 
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6.3 A) Did yo u bon'ow money to run your weaving activity previously 

I. Yes 2. No 

B) If you received a loan what was the amount? 

I . ------------------------

C) If yo ur answer is yes where did you receive? 

I. From formal Bank 

2. From micro and small credit Associations 

3. From Informal Associations ........ . Iqub 

4. From NGO's 

5. Others 

D) What was the amount of interest? 

I. 1-5 % 

2.6-8% 

3.9-10 % 

4. Above % 

E) Did you return the loan? 

I. Yes 2. No 

5. No interest 

F) If your answer is yes, when did you return ? 

1. ---------------------

G) If your answer is no, what was the reason? 

1. ------------------

2.------------------
, 
J. -----------------

6.4 A) Do you want loan to run your weaving activity now? 

I. yes 2. No 

B) If your answer is yes, what is the amount? 

I. ------------------------------

C) From where do you want to borrow? 

I. From micro and small credit Associations 

2. From Formal Bank 

3. From Informal Institutions like Iqub 

4. From NGO's 
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5. Others , specifY ------------

6.5 A) What was the amount of capital being used currently to run your weaving 

acti vities? 

B) What was your total capital you own now? 

6.6 Do you have saving account that you opened so far? 

I. Yes 2. No 

6.7 What was the amount of your saving ? 

6.8 Could you say that your production was in problem due to lack ofloan? 

1. Yes 2. No 

6.9. If your answer for Q.6.& 8 is yes, how could these be explained ? 

1. I can not buy weaving tools (instrument) for further production. 

2. I have got a problem to supply the product to customers timely. 

3. My products are poor quality due to lack of loan. 

4. Others, specify ----------

6.10 What measures should be taken to solve these problems according to your 

suggestion ? 

I . Participating in associations there by in creasing saving culture. 

2. Participating in association so that to struggle to find market for their product 

3. Others, specify -----------------

6. 11 Why did you choose this particular micro enterprise activity? 

I . I could not choose any other because of lack of capital 

2. Other activities were occupied ( engaged) by many people , So I could not have 

sufficient customers. 

3. Weaving activity has good return 

4. Because I saw my friends lother people do it 

5. It has been a family business 

6. others, specify -----------

6.12 A) Have you received any training assistance to run your micro enterprise? 

I. Yes 2. No 

B) [fyour answer is yes, please indicate the type of training and the time required 

in the following table? 
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Type of training The time required for training 

C) If your answer is no, could you tell us the reasons? 

2. ____ _ 

3. ______ _ 

D) Do you want training assistance now? 

I. Yes 2. No 

E) If your answer is yes, could you tell us what type of training do you need? 

I . --------------------------

2. --------------------------
o J. __________ _____________ w __ _ 

6. 13 How did you acquire the skill required to operate your weav ing enterprises? 

I. Family tradition 

2. Thought from friends 

3. Self thought 

4. Formal training 

5. Others /specify/ 

6. 14 Could you tell us the activity you are engaged in before you start to operate your 

weav ing acti vity? 

I. 

2. 

3. 

4. 

Student 

House wife 

Farming 

Daily laborer 

5. Employed in government. 

6. Apprentice in private micro business activities. 

7. Operate my own micro enterpri se activity. 

8. unemployed 

9. Others, specify ------
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6.1 5. Could you tell us the form of ownership of your weaving enterpri se? 

I . Sole proprietor 

2. Family partnership, ( Please, specify the number of members) 

3. Co-operative (please, specify the number of members) 

4. Others, specify ----------------

6. 16. Was there any one assisting Iworking for I you in your micro enterpri se activity? 

I. yes 2. No , I was the only one working in 

6.17. If your answer for Q. 6 .16 is yes, could you give us the member of people 

partic ipat ing (working ) in yo ur weaving activity at the beginning of Your work 

and currently working with you in the following table? 
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a) At the beginning of weaving activity b) Starting from 1990 up to 1996 E C c) Currently starting from 1997 E.C 

Members No. Of individu No. of female Please state if they No. Of individual No. of Pleas state No. Of indivi No. of Please state 

IS years of age paid ( I lor not paid < IS years of age female if tiler were < 15 years of female if they were 

( I lor ot paid ( I lor not paid 

(2) 

I. Owen 

2. Children and othe 

family members 

3. Employed 

4. Other 

Total 

--- -
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6.18 A. Do you pay wage for your employees who are working in your weaving 

enterprise? 

1. Yes 2. No 

B. If you did , when? 

1. daily 3. between 15 days 

2. weekly 4. Monthly 

6.19. How much do you pay? 

1. From 1-5 Eth. Birr daily 

2. From 6-10 Eth . Birr weekly 

3. From 15-20 Eth. Birr between 15 days 

4. Above 20 Ethiopian birr monthly 

6.20 ( Enumerator. ask this question if the owner have paid workers in 1997 E.C ) 

,How much is your total wage expense currently? 

( select the most suitable time period) 

I. --------------------------- Birr per day 

2. ----------------------------Birr per week 

3. --------------------------- Birr per month 

4. 

6.21 Could you tell us the average daily /operating hours of your weaving activity? 

1. From 8-10 hours 3. Above 12 hours 

2. From 9-12 hours 4. Others --------------
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6.22 Could you tell us the number of days worked in each month and average time of 

operation , of yo ur weaving activities last year 

((1996 E.C), indicate in the following table? 

In the year 1997 E.C 
Months I. No. of days worked 2. Average daily hours worked 

Per month 
September 

October 

November 

December 

January 

February 

March 

Apri l 

May 

June 

July 

August 

Pagume 

Total 
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Part Two 

I .Opportunities that could have impact on weaving activities are listed under the 

following Table. There fore, indicate its level of impact by using" v' " symbol 

under the following table 

Opportuni ties for survival and Growth of wea Level of Impact 
activities High Moderate Low None 
Internal opportuni ties 
The Government policy of ADLl 
Industri al policy 
M icro and small scale Industrial 
promotion stratelZv 
Government Foreign policy 
Good Governance and peace of the city of 
Addis Ababa 
Tax policy 
Establi shment of micro and small scale 
credit institutions of Goverrullent 

External opportunities 
The African Growth Opportunity Act 
(AGOA) program of the US Government 
provided fo r cotton made handicraft products. 
The increase in number of Ethiopian national 
in the united state, Canada , Europe and 
different parts of the world can add up to 
potential customers a broad. 
Addis Ababa is being a s it of African union 
The in creasing number of touri sts, 
diplomats, foreigners and trave lers in 
Ethiopia and the increment of their 
demand in buying the product 

Different regional and International 
conferences held in Addis Ababa . 
The introduction of internet would help to 
reach out to customers in the global market 
Others 

II. The role of micro and small scale industrials promotion Agency. 
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2.1 Do you now the benefit of micro and small scale industrial promotion Agency 

establi shed by the government by the 

Consideration of supporting micro and small-scale enterpri ses acti vities? 

l. Yes 2. No 

2.2 A) If your answer is yes, mention the major contributions that you obtained fro m thi s organization for 

your further growth of weaving activity? 
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1. -----------------------------

2. ----------------------------

3. ---------------------------

B) If yom answer is no, could you tell us the reasons? 

1--------------------------------

2 -------------------------------
, 
j. ------------------------------

2.3 Mention in detai l about the strategy that needed to be further modification in yuu 

Observation? 

1 • ---------------------------

2. ---------------------------

3. ----------- ----- ---- -------



III. Constraints, supports to be given (Assistance) and future plans for the Growth 

and survival of this sector. 

4.1 What are the major problems yo u encountered frequently in operating your Weaving 

activity. 

Level of constraints 
:onstraints 

High moderate Low none 
hortage/lack of start up capital 
lad equate skill 

ack ofliving house 

ack of working place 

ack of marketing place 

ack of modified and modern weaving instruments 
ack /shortage/ of raw material SUIJjJIy (with low quality) 
xistence of similar products with least cost. 
ersonal ( health , eye, 
ging ) problem. 
thers , specify 

3.2 A. Do you want to expand your weaving activity? 

I. Yes 2. No 

B. What are the major problems that restrain your main weaving activity? (specify the first 3 major 

problems in their order) (use the list under Q.3 I above ). 
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l SI ___________________________ _ 

2nd 
----------------------------

3 rd __________________________ _ 

3.3 A) Have you received any assistance from government or NOO's for yoUI' weaving 

activity for further development? 

I. Yes 2. No ............ .. . ( skip to next question 3.4) 

B). If yes, please indicate the type of ass istance you obtained, its source 

and the time of assistance started and ended? 
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Source of Assistance When (give in 
No. Type of assistance l.Government organization Years) 

2. 2.Non Government or~anization 
1 
2 
0 
J 

4 
5 

3.4 A) What is your priority of service needs required to solve Your problem? 

1" ----------------------------

2nd 
---------------------------

3 rd ___________________________ _ 

B) Are you willing to pay for such service you have stated under Q.3-4 ? 

I. Yes 2. No. 

C) If one of the ass istance required under 3,4A is financial) for what purpose do 

you want the money? ----------------

1. For the purchase of tools and equipments 

2. To purchase inputs 

3. Others, specify ---------------

3.5 A) What is your future plan with your weaving activity? 

I . Maintain ex isting production Iservices scale 

2. Expand the existing enterprise scale 

3. Diversify the existing enterpri se 

4. Contract the existing enterprise 

5. Close my existing enterprise and seek other job 

6. Don' t know 

7. Others speci fy ---------------

B) If the answer is 4,5 and 6 in Q.3.5 A) what are the major reasons? 

1---------------------------

2---------------------------
o 
~---------- - - ---------------



3.6 Do you have legal work certificate to run this activity? 

I. Yes 2. No 

3.7 A) Do you pay tax to government? 

I. Yes 2. No 

B) If your answer is yes, what was the amount of money that you pay? 

In Ethiopia Birr -------

I. high 2. Low 3. Moderate 

C) Is there any burden created due to the tax imposed up on your activity? 

I. Yes 2. No 

D) If your answer is yes, what are these burdens? 

I . ------------------------

2. -----------------------

3. ------------------------

4. Others, specify-----------------------
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