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Abstract 

This study is undertaken to examine the contribution of microenterprises to the 

sustainable livetihoods of the households of their operators in Woliso town. The 

Sustainable Livelihoods Framework has been employed to understand the dynamics 

of the livelihoods of the households. Industry, trade and service are the major sectors 

in which microenterprises engaged in the town. The study employed househotd 

survey and in-depth case study to elicit the required data from sample 

microenterprises selected from each sector The study has found out that 

microenterprise operators com billed different tivetihood assets/capitals (human, 

physical, social, and financial) to pursue different livelihood strategles/acflvities. in 

different contexts, and realized such livelihood outcomes as increased income, 

reduced vulnerability, and impro ved food security There were organizations and 

institutions that, in one way or another, enabled or constrained the livelihood emieavor 

of the operators Rising cost of living, loss of business, declining supply and rising 

cost of local raw materials, chronic sickness and death of household heads were 

found to be the major shocks and stresses the sample households faced In order to 

cope with these shocks/stresses, the households adapted such mechanisms as 

renting out rooms, reducing consumption of staple grains with soaring price, and 

shifting to less nutritious food items. Microenterprises have contributed to the 

sustain ability of their livelihood by providing sufficient income that buffers them 

against stresses/shocks by themselves, and by supplementing other sources of 

income. 
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Chapter One: Introduction 

1.1 Background 

The vast majority of the Eth iopian population is living in the rural areas making a living on 

agricu lture . According to a recent survey of CSA (2008) , agriculture accounts for 44.6% of 

GDP while the share of the industrial sector stands at 13.1 %. This is a clear indication that the 

industrial sector is at its infant stage. The ro le of the industria l sector is very little in a number 

of aspects . 

On the other hand , the number of people living in urban areas is on a gradual increase with 

expanding urbanization (MoFED, 2006) . The increase in the number of urban popu lation is 

said to have been caused by increased fertility and rural-urban migration (Debebe, 200638) 

As a result, urban centers in the country are becoming unable to provide their dwellers With 

socio-economic services , and urban poverty is accelerating from time to time . The urban poor 

are often engaged in micro and small -scale businesses to earn their living and get extricated 

from the trap of poverty. Thus, one of the arguments th at favor the development of micro and 

small -scale enterpri ses is that they provide live lihood to the bulk of poor urban residents, and 

thereby playing a major part in alleviating poverty. They are believed to playa crucial role in 

creating jobs for the poor, and thereby reducing the widespread unemployment prevailing in 

the urban centers of developing countries like Eth iopia The main explanations for the viab ility 

of microenterprises as a source of livelihood for the poor include the fact that they require 

local technologies and resources , small start-up capital , and produce for local markets (Hayat, 

1997176; Aryeetey et al. cited in Getachew and Getachew, 1997: 135). Consequently, they 

playa prominent role in improving the live lihoods of the poor, and in contributing to economic 

development (Solomon Wole , 2004) 

Cogn izant of the key . ro les micro and sma ll scale enterprises play in the economic 

development of the country in general, and in the lives of the poor in particular, the Ethiopian 

government has already established a Federa l Micro and Smal l Sca le Enterprises 

Development Agency, which has issued a Strategy in 1997 that mainly aims at creating an 

enab ling lega l, institutional and other support ive environments for the growth and 

deve lopment of MSEs, In order to maximize employment opportunities to the jobless and poor 

people (Gebrehiwot and Wolday, 2004). 
. .. 
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Microenterprises predominantly preva il in small towns while med ium and large-sca le 

enterp ri ses dominate bigger towns and cities . The microenterprise sector is particu larly 

important for low-income, poor and women groups (Gebrehiwot and Wolday, 2006) . 

Consequently, the vast majority of the urban poor ea rn their living through microenterprises 

(Mulu , 2009: 1). Woliso is a growing town where microenterprises are serving as the source of 

live lihood to their operators in the town . This study has tried to investigate the socia l 

sustainability of the live lihoods of households engaged in microenterprises in the town . 

1.2 Statement of the Research Problem 

In Ethiopia , yea rs have elapsed since micro-enterpri ses were recogn ized as an important 

area of intervention by the private sector so that they would contribute their part to cu rb the 

socio-economic problems of the urban poor. This was particularly real ized in the wake of the 

adoption of the free market economic system in the country. Among the benefits MSEs 

provide is providing livelihoods to the poor. However, it is hard ly possible to th ink that all 

micro-enterprises are successfu l in serving the purpose they are intended for. Th is is largely 

true as their success is dependent on a number of factors , ra nging from the types of assets 

they have to the economic and social contexts in wh ich they operate . Recent developments in 

the analysis of poverty place a high premium on the application of sustainable livelihoods 

approach so as to study the dynamics of the live lihoods of the poor. It is , therefore, crucial to 

investigate the contribution of microenterprises to poor people's livelihoods within the broader 

framework of sustainab le livelihoods, which is the ma in theme of this study. 

Many of the studies undertaken in the area of microenterprises have focused on specific 

aspects such as enterprise growth , their role, credit, etc. A study conducted by Solomon 

Worku (2004) , for instance, focuses on the determ inants of enterprise growth , and reveals 

that the age of the entrepreneur and the start-up size of enterprises, the extent of 

diversification, avai lability of infrastructural facilities , availability of own working premise and 

availabi lity of workers with vocational formal training are the major determinants of the growth 

of micro and sma ll sca le enterpri ses . On the other hand, Gebrehiwot and Wolday (2006) 

looked into MSE development in terms of strategy, regu latory changes and constraints , and 

identified the major reg ulatory constraints facing micro and small-scale enterprises in 

Ethiopia , which include high taxes , inefficient/arbitrary tax administration , high colla teral 

requ irement, lack of/inadequate business premise and lack of business services. In addition , 

2 
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Getachew Abebe and Getachew Aya lew (1997) mention financial problem , marketing, and 

lack of infrastructural faci lities , production and technical problems, managerial incapability and 

lack of institutional support as the major constrains to microenterprise development. Fasika 

and Dan iel (1997 140) investigated the sources of finan cing MSE in Ethiopia , and found out 

that many of these businesses were financed out of personal savings . Messay (2008) , while 

providing an important insight into the role of micro and small-scale enterp rises in local 

economic development wh ich encompasses certain facets of livelihood , has not touched upon 

its sustainability aspects. 

Little or no attention has been given to the study of the livelihoods that microenterprises 

provide, and to the sustainab ility of these live lihoods, implying that there is a gap in this 

regard. This paper has, thus , attempted to fill this gap by investigating, inter alia , the livelihood 

outcomes gained through microenterprises , and the live lihood sustainabi lity of the households 

of microenterprise operators , of course , as a result of their engagement in the business . For 

practical purposes, the study is confined to focus on the social sustain ab ility of the livelihoods . 

1.3 Research Objectives 

The general objective of the study is to explore the contribution of micro-enterprises in the 

study town to susta inable livelihoods of the households of their operators . 

Specifically, the study tries to achieve the following objectives. 

1. To explore the livelihood contexts , assets , activities and mediating processes of 

microenterprise operators 

2. To explore the livelihood outcomes rea lized by households engaged in microenterprlses 

3. To examine if the livelihoods of the households of microenterprise operators are 

sustainable , i.e., withstand stresses and shocks and remain resilient as a resu lt of their 

engagement in microenterprises 

4 To explore the constra ints of micro-enterprises in the study area 

The study wi ll also seek to answer the following research questions 

r What are the livelihood contexts , assets, activities and mediating processes of 

microenterprise operators? 

r What are the major livelihood outcomes of households of microenterpri se operators 

from the enterprises they are engaged in? 

r Do the live lihoods of the households of microenterp ri se operators withstand shocks 
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and stresses , and remain resilient? 

1.4 Significance of the Study 

Recently, there is a growing recognition that micro-enterprises have tremendous role in 

enhancing the livelihoods of the poor and thereby leading to poverty alleviation in developing 

countries like Ethiopia. Consequently, national policies and strategies that support such 

businesses have been designed to help them achieve the desired goa l. However, any 

intervention made in this rega rd requires a better understanding of how far such businesses 

contribute to the betterment of the livelihood of the poor on a continua l basis, and of the 

constra ints they face This in turn requ ires a thorough research in the area. 

The impetus for th is study is, thus, to investigate if microenterprises in the study area 

contribute to the sustainab ility of the live lihoods to the people engaged in them. The study will , 

thus , serve as an important input for governments and non-governmental organizations that 

wish to undertake interventions in the area of micro-enterprise development as a means to 

improve the live lihood of the poor. It also provides the basis for any further research in the 

area while also fi lling the knowledge gap prevai li ng in the area of micro-enterprise contribu tion 

to sustainable livelihoods in the urban context. 

From a methodological perspective , the study has employed the Susta inable Livelihoods 

Framework, which has mostly been adopted in analyzing rura l live lihoods, and has rarely 

been app lied to the analysis of urban livelihoods, particu larly in the Ethiopian context. 

Therefore , this study provides an important methodological ground for further studies to be 

undertaken in analyzing susta inab le urban live lihoods. 

1.5 Scope of the Study 

In th is study, enterprises whose paid-up capital is be llow Birr 20 ,000 (based on the defin ition 

provided by MoTI) are the population of the study, from which the required sample was taken . 

This does not include non-reg istered petty traders (e.g . "gul its") . Moreover, on ly 

microenterprises that have been in operation for more than two years were considered in the 

sampling process. This was particularly so. because the first two years are be lieved to be the 

time when enterprises are not ful ly engaged in formal operation but make the necessary 

preparations , and even if they engage in operation , they are not as such in a position to 

undergo changes required for the purpose of this research in particular. 
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In addition, this study is limited to the analysis-of microenterprise contribution to sus'ainable 

livelihoods to :nicroenterprise operators. For practical reasons, the study has focuseo on the 

social sustainability aspect of livel ihoods in Qrder to see the sustainability of live ihoods. 

Moreover, the study should be seen th roug h the lens of the wider tramev!ork of sustainable 

urban livelihoods, except tha t it focuses on the livelihoods of households engaged in 

microenterprises. , 

1.6 Structure of the Thesis 

The paper consists of five major chapters. Chapter One outlines the introduction part, vlhich 

discusses background of the study, problem statement, research objecti ,e~, significa1lc& 2nd 

scope of the study, and its stru cture and limitation; Chap 'er tWI) discussei' revie'N oj related 

literature under two broad headings, vis., theoretical literature and empirical litC!rature. 

Chapter three deals with th e research methodology, and descript10n of the stud y area. 

Chapter four details the major findings; finally, Chapter 5 deals with conclusion and policy 

implications. 

1.7 Limitation and Delimitation of the Study 

A dearth of recent data on microenterprsies in Ethiopi8 has made it difficu lt to r·-ovide a 

nation-wide picture of the sector in terms of its distribution and contribution to the Ciluntry's 

economic development in general, and io the people engaged in it, in particu lar. The Central 

Statistica l Agency has already given up compil ing any data on microenterprises '1',Jcusing 

entirely on enterprises that are beyond microenterprises in scale. 

This study was undertaken to examine the contribution of microentemr;ses to ,;w;'.aiJ:;,ble 

live lihoods from a small town perspective. The analys i:; of live lihood ~.Istain <,b ilitl h ; n~H's 

upon two-pronged sustainability aspects, vis., environmental and social susta nanility. 

However, for practical reasons, only the social sustainability of the livellhood~ of the 

households of microenterprise operators has been examined, with no considemtion of the 

environmental aspects of the live lihoods. In other words, the external impact of the livelihoods . 

on other live lihoods has not been examined. 
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Chapter Two: Review of Literature 

2.1 Theoretical Literature 

2.1 .1 Definitions and Concepts 

i. Microenterprises 

In the 1970s, the search for a definition of microenterprise that was both theoretically 

satisfying and operationally useful was associated with the discussion of the informal sector 

(Janik. 2008). Although there was never a consensus, most definitions were based on sector, 

level of assets , number of workers, and sca le of operation or of output (Ibid) . 

Twenty years later, studies have shown that the problems surrounding the definition of 

microenterprises have continued to prevail. Getachew Abebe and Getachew Ayalew (1997) 

indicate that the defin ition of microenterprises has continued to be a controversial issue with 

no general consensus on the part of the va rious sectors of the society Consequently, there 

are varied definitions of microenterprises in the literature. 

Different countries define these businesses differently depend ing on their respective 

situations, vis , the stage of economic development, policy matters, etc (Ahmed . 2003, pp. 4). 

In addition , various criteria are employed to define enterprises as wa s the case three decades 

ago. 

Among the criteria used to define enterprises , the most common and widely used ones 

include the number of paid employees by the sector (Fasika and Daniel , 1997), the amount of 

paid-up capital, total assets , vol ume of sales, and va lue added or net worth (Getachew and 

Getachew, 1997). The World Bank, for instance, uses number of employees , total assets , and 

annual sales as a benchmark to classify enterprises. Accordingly, it defines microenterprises 

as firms having total assets sales of about USD 100, 000 , and employing 10 persons 

(Messay, 2008) The Asian Development Bank (2009) , by using number of employees as a 

criterion , defines microenterprises as enterprises having less than five workers and engaged 

in non-primary activity. Moreover, microenterprises are defined as firms engaged in non­

corporate income generation with a starting capital of often less than USD 1000 (WBSP, 

1993, ci ted in Getachew and Getachew, 1997). 

In Ethiopia , the amount 'of paid-up capital and scale of operations seem to be used to define 

enterprises . The Federal Ministry of Trade and Industry (MoTI) defines rnicroenterpri ses "as 
6 



business enterpri ses, in the fo rmal and informal sector, with a paid-up capital of not exceed ing 

Birr 20 , 000 and excluding high tech consultancy firms and other high tech establishments." 

The CSA categorizes enterprises in to different scales of operations based on the size and 

nature of employment (So lomon Wole , 2004). Accordingly, it sub-divides micro-enterprises 

into informal sector operations and cottage industries . Cottage and handicraft industries are 

those establishments perform ing their activ it ies by hand using non-power driven machines. 

The inform al sector is defined as "household type establishments or activities wh ich are non­

registered companies or cooperatives operating with less than 10 persons " For the ease of 

consistency and comparabi li ty of various data , this study has adopted the defin ition given by 

the MoTI. In other words , it has adopted the definition based on the amount of paid-up capital. 

ii. Livelihood Concepts 

In order to have a thorough understanding of the livelihood of people in any economic activity 

and within any particu lar setting , it is better to employ the livelihood approach (Degefa , 2008). 

Apparently, it is due to this fact that the issue of livelihood is becoming an increasingly 

important subject of concern in the contemporary development thinking . In order to deal with 

the livelihood approach , it is imperative , thus , to have a better understanding of the very 

concept of livelihood itself. 

Different scholars provide va rious but closely related and overlapping explanations to the 

concept of livelihood . As Chambers and Conway (1992) depict, "a livelihood comprises 

people, their capabilities, and their means of living, including food, income and assets. " 

DFID (1999) also provides a somewhat related definition by describing a live lihood as 

comprising the capabi lities , assets (including both materia l and SOCial resources) and 

activities required for a means of living. Accord ing to Scoones (1998) , however, the definition 

by DFID draws on Chambers and Conway (1992) among others. 

Another related definition is the one given by Ellis (2000) . "A live lihood ," describes Ellis , 

"compri ses the assets (natural, physical. human, financial and social) , the activities , and the 

access to these (mediated by institutions and socia l relations) that together determille the 

living gained by the individual or household ." These are the most common definitions of 

'li ve lihood' in the literature. 
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iii. Sustainable Livel ihoods 

Despite its wide use, sustainability is a problematic concept recurring in discussions about 

environmental resou rces , human livelihoods and development. 1 Sustainabi lity refers to the 

continui ty of the capacity of a system to replenish itself in the very long term or expand over 

time. In an ecosystem context, it refers to diversity of biomass and species , but in its 

app lication to human needs, it refers to susta ining outputs ava ilable for human consumption , 

and therefore the capacity of a resource or system to ma inta in itself or increase its 

contribution to human we lfa re and well-being (E llis, 2000: 125). 

Chambers and Conway (1992: 12) high light that the sustainability of livel ihoods raises many 

quest ions which fa ll into two groups : whether a live lihood is susta inable environmentally, in its 

effects on local and global resources and other assets ; and whether it is susta inable socially, 

that is, able to cope with stresses and shocks, retain its ability to continue and improve. The 

authors also expound that environmenta l sustainabil ity concerns the external impact of 

live lihoods on other livel ihoods , wh ile social sustainabi lity concerns their internal capacity to 

withstand outside pressures . 

Meikle et al. (200 1 1), thus, broadly define a 'sustainable livelihood ' as a means of living 

wh ich is resil ient to shocks and stresses, and which does not adversely affect the 

environment. This definition draws largely on the popular definition of the concept 

"A livelihood is sustainable when it can cope with and recover from stresses and 

shocks, maintain or enhance its capabilities and assets, while not undermining the 

natural resource base" (Scoones. 1998.5) . 

At the center of the concept of sustainable livelihoods lies an appreciation that poverty is not a 

stable, permanent or static condition . The poor move in and out of relative poverty as they 

respond to the opportunities , shocks and stresses - social , economic and environmental -

which they experience (Moser, 1996, and Chambers, 1995 cited In Meikle et aI., 20011 ). The 

concept of vulnerabi lity is also a dynamic one and centra l to an understanding of the condition 

of the poor (Ibid 1) . The poor belong to the most vulnerable groups in the society due to their 

high degree of exposure to vu lnerabil ity ri sks, crises , stresses and shocks , and they have little 

capacity to speedi ly recover from them (Fernando , 20032) . 

I I·or deIail discussions about lht: di fTi clJ lti~ s regan.llllg the concepl ofslIsta inab ility. see 1:. ll is t~OOO·1 ~4-11 8 ). 
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Accord ing to Scoones, a stress is sma ll , regu lar, predictable disturbance with a cumulative 

effect, wh ile a shock is a large, infreq uent, unpredictable disturbance with immediate impact 

(Scoones , 1998:6-7). Stresses are pressures which are typica lly continuous and cumulat ive , 

predictable and distressing , such as seasonal shortages , rising populations or decli ning 

resources , while shocks are impacts which are typically sudden, unpredictable , and traumatic, 

such as fi res, floods and epidemics (Conway 1987, Conway and Barbier 1990, cited in 

Chambers and Conway 199214). 

It is therefore possible to say that sustainable livelihoods are derived from people's capacity 

to make a living by surviving shocks and stress , which requires reliance on both capabil ities 

and assets for a mean~ of living . A livelihood is , th us, susta inab le if it can cope with and 

recover from stress and shocks , maintain and enhance its capabilities and assets , and 

enhance opportun ities for the next generation (UNDP 1997 ci ted in Meikle et al. 20012). 

iv. Susta inable Urban Livelihoods 

This study looks into susta inable livel ihoods in the context of an urban area . Thus. it is 

important to have a brief look at sustainable urban livelihoods . 

Large numbers of urban res idents are clearly living in conditions of poverty and , in many 

countries (particularly sub-Saharan Afri ca) these numbers rose sign ificantly during the 

economic restructuring of the 1980s (UNCHS, 1996 cited by Meikle et al. 20014-5). The 

live lihoods of the urban poor are determined in large part by the opportunities and constraints 

under which they are operating . It is therefore necessary, in order to understand the nature of 

sustainable urban livel ihoods, to understand the urban context. The live lihoods of the urban 

poor are well understood when ana lyzed in relation to the urban contexts, which could be 

grouped under five headings of social context , economic context , governance, and 

envi ronmenta l and health and urban/rura l linkages (Ibid . ppA-5). These five urban con texts 

can be summarized below based on the authors ' ana lysis . 

Social context: comprises such socia l issues as fami ly break-up, drug use, crime and social 

disintegration (which would be expected to undermine the socia l capital of the poor) - an idea 

often linked to studies of the 'i nner city ' in deve loped/northern countries. As explained by 

Moser (1998: p. 4) commun ity and in ter-household mechanisms of trust and collaboration can 
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be weakened by greater social and economic heterogeneity, wh ich characterize urban 

centers . 

Economic context: the urban economy is characterized by a greater degree of 

commercialization , and most basic goods such as food are bought through the market. As a 

result, the urban poor need higher cash incomes than most rural households in order to 

survive (Wratten , 1995 & Satterthwaite, 1997 cited in Meikle et al. 2001 :2) . 

The urban poor, whether or not they are migrants , survive through undertaking a variety of 

activities , which take place in the informal sector. Informal activities generally, but not always , 

provide poor people with low cash incomes and insecure conditions . The economic 

opportunities offered by expanding urban centers allure migrants from rural areas or less 

developed towns in search of work and the chance to improve their li ves . As a result of 

increased urban population , in addition to the opportunities urban centers offer, housing , basic 

and infrastructure and other needs, such as food and clothing become more expensive and 

less accessible in urban areas , and many migrants experience the burdens as well as the 

rewards of the city life Moreover, the urban economy is often affected by national and 

intern ational macro policies (Douglass, 1988), having impacts on poor households and in 

particular the cond it ion of women (Moser, 1998) . 

Governance: The urban poor are linked into structures of governance through their 

dependence on the delivery of infrastructure and services by city institutions, as well as 

through the impact of meso- and macro- level policies (Beall and Kanji , 1999 & Katepa-Kalala , 

1997 cited by Meikle et al. 20012) . 

Environmental: The unsatisfactory quality of the residential and working environments, and 

associated hea lth problems, of poor urban people is now generally recognized. The urban 

poor are commonly concentra ted at high densities in areas of low rent. They are frequently on 

polluted land close to industrial facilities or where waste dumps are sited and watercourses 

are contam inated, or on hillsides and river plains which are susceptible to landslides and 

flooding . The result is that the urban poor are frequent ly vulnerab le to a range of 

environmental and hea lth hazards (Wratten , 1995). The urban poor, living in inadequate over­

crowded shelters (or less crowded but spatially poor peri-urban areas), suffer from diseases 

and injuries resulting from proximity to toxic and hazardous wastes; lack of clean water and 
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san itation; water, air and noise pollu tion (Sattertshwa ite 1997 cited by Meikle et aL 2001 ). 

They are particularly vul nerable to typhoid, diahorrea l diseases, cholera and intestinal worms 

from contaminated water and food , as well as diseases associated with poor drainage and 

garbage collection such as malaria (Wratten , 1995; Werna et ai , 1998 in Meikle et aL 2001) . 

Urban-rural Linkage rural-urban linkages play an important ro le in the ways in which 

livelihoods are constructed (Tacoli, 1998, p. 78 cited by Meikle et aL 2001) as for example 

with : 

• remittances from urban to rura l areas ; 

• the giving of goods between rural and urban areas (e.g . food) ; 

• sharing of caring responsibil ities fo r members of an extended famil y e.g . elderly relatives in 

rural areas , child ren and new migrants from the extended family in the urban area ; 

• seasonal labour by the urban residents with the extended fami ly in the country and : 

• short term migration 

Sustainable urban livelihoods are , therefore, characterized by these contexts . It is believed 

th at there is a basic simi larity in terms of the principles underl ying the livelihood approach in 

rural and urban areas. However, there are contextual differences (socia l, economic , 

governance and environmenta l) between rural and urban areas , as well as among urban .\ 

areas themselves , as it has already been discussed . These differences affect the specifics of 

both the nature of the poor's 'wea lth' , and how they can make a living. An understanding of 

th e particu lar nature of the urban context is the refore cri ti cal when examining the specifics of 

sustainable urban livelihoods. A key example of such a differen ce is the greater influence of 

the cash economy on the lives of the urban compared with the rural poor (Ibid) . 

vi. Sustainable Livelihoods Framework ISLFI 

The Sustainable Livelihood Framework is an analytica l device for improved understanding of 

livelihood and poverty (Farrington , et aL 1992:2 cited in Tarekegn , 2006) . Sim ilarly, according 

to Swift and Hamilton, 2001 :82 cited by Tarekegn, 2006)) , the sustainable livelihood 

framework is analytica l framework , wh ich attempts to widen our insight of how people use the 

resource at their disposal to construct their livelihood . The sustainable livelihood framework is 

first designed to analyze and improve rural livelihoods. However, it is also be ing used in urban 

areas with certa in modifications (Meikle et aL 2001 ; Degefa , 200585) 
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Major Components of SLF 

Livel ihood Contexts/Settings 

According to Scoones (19984) , rural livelihoods contexts include policy, history, politics . 

macroeconomic cond it ions, terms of trade , climate, agro-ecology, demography and socia l 

disintegration . Ellis (200030) also describes livelihood contexts in a similar manner by 

classifying them into trends and shocks. Accord ing to the author, trends refer to population , 

mig ration , technological change, re lative prices , macro policies , national economic trends, 

and world economic trends , whiie shocks refer to natural and manmade calamities such as 

drought, floods, pests , diseases and civil wa r. 

The urban livelihood contexts are broadly class ified into economic, social , environmental , and 

political/govemance (Meikle et aI. , 2001 ; Degefa , 2008). 

Livel ihood Assets 

Scoones (1998) contends that the ability to pursue various strategies depends on the basic 

materia l, and social, tangible and intangible assets that peop le have at their disposal. He also 

highlights th at these livelihood assets/resources could be labeled as , in an economic 

metaphor, "capital", from which productive streams are derived , yielding livelihoods . The 

author classifies assets into natural capital (soil , water, air, genetic resources , etc: and 

environmental services-hydrologica l cyc le, pol lution sinks, etc) , economic or financial capital 

(cash. credit , savings , basic infrastructure and production equipment and technologies), 

human capital (skills , knowledge, abi lity to labor and good hea lth and physical capability), and 

social capital (networks, social claims, social relations , affiliations and associations) Similarly, 

Ellis describes assets as stocks of capi tal that can be uti lized to generate the means of 

surviva l of the household or to sustain its material well-being at different levels above survival 

(Ellis, 2000:31) Drawing on the classifications of different researchers (e. g Scoones 1998, 

Carney '1998, etc) , he classifies assets into natural , physical , human , fina ncial and social 

capital. According to Chambers and Conway (1992) , however, assets could broadly be 

classified as tang ible (resources and stores) and intangible (claims and success) which 

provide material and social means. 

Mediating Processes 

Mediating processes are institutional processes and organizational structures that mediate 

the complex and highly diffe rentiated process of ach ieving a susta inable livelihood (Scoones, 
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1998: 11 ; Ellis , 200037-38) . Institutions refer to the formal rules , conventions , and informal 

codes of behavior, that comprise constraints on human interaction (North , 1990:3 cited by 

Ellis , 2000:38) . Examples of institutions include laws, property rights , and the way markets 

work in practice . Institutions link stakeholders to access to capita l of different types to the 

means of exercising power and so define the gateways through wh ich they pass on the route 

to positi ve or negative livelihood adaptation (Davis , 199724 cited in Scoones, 199812). 

Organizations refer to groups of individuals bound together by some common purpose to 

achieve certain objectives (North 19905 cited by Ellis , 2000) . Thus , examples of 

organ izations include government agencies such as police force , Ministry of Agriculture , 

government veterinary service , administrative bodies (e.g. local government) , NGOs, 

associations (e.g. farmers' associations) , and private companies (firms) (Ibid). 

Institutional structures and organizations are cri tical mediating factors for livelihoods because 

they encompass the agencies that either constrain or facili tate the exercise of capabilities and 

choices by individuals or households (Ellis , 2000, pp . 39) . They, thus , determine access to 

different types of livelihood assets. 

Activities 

Livelihood strategies comprise activities which generate the means of survival (Ellis , 

200040) ; and activi ties are what people do (Chambers and Conway, 19928) 

Livelihood Strategies 

Ellis (2000) elucidates that the asset status of households , which is mediated by social 

factors and exogenous trends and shocks , results in the adoption and adaptation of livelihood 

strategies . Scoones (1998) identifies three types of livelihood strategies in the rural areas . 

These are : 

• Agricultural intensification or intensification 

• Livelihood diversifica tion and 

• Migration 

Livelihood Strategies in the Urban Context 

Like rural livelihood , urban livelihood strategies are shaped by a combination of the assets 

available , the urban contextual factors that determine the availability of these assets , and 

men's and women's object ives. 
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Ind ividuals and households build up various patterns of activities , which together constitute 

their livelihood strategies. Many households' live lihood strategies integrate rural and peri ­

urban activ ities . Many poor urban households diversify their sources of incorne and drawing , 

where possible, on a portfolio of activities (such as forrnal waged ernployrnent, inforrnal 

trading and service activities/ self ernployrnent , house rent , etc) (Meikle et al 2001 '12) 

Charnbers (1997) also stresses the irnportance of the poor diversifying their incorne as a 

broad survival strategy, distinguishing between full tirne ernployees with one rnain source of 

livelihoods ('hedgehogs'), and poor people with a wide portfolio of activities ('foxes'). 'Fox' 

households undertake rnany different activities and strategies. 

Livelihood Outcomes 

According to Oegefa (2005:90) , "livelihood outcorne is the end result of the interaction of 

various elernents in a systern ." He also goes on to contend , as do other authors on the area , 

th at live lihood outcornes could be desirab le or undesirable , and should be seen in light of 

these dichotorny. 

2.1. 2. The Significance of Microenterprises in Developing Countries 

In eve ry econorny, srnall enterprises are believed to contribute to the GNP and to creating 

ernployrnent opportunities, and often special ize in areas that big cOlllpanies are not interested 

in . They are also thought to be flexible and can react quickly to the changes in the 

environment (Janik , 2008) In developing countries like Ethiopia , rnicroenterprises are the 

rnajor source of ernployrnent and incorne for the urban population (Mulu , 2009.1) 

More importantly, rnicroenterprises contribute to the reduction of poverty and vulnerability of 

the poor through enab ling thelll to break the vicious cycle of poverty, and to enhance self­

elllPowerrnent, respect and social dign ity. They al low poor people to increase their incollle , 

accurnulate assets , and enter into rnainstrearn society (Chowdhury, 20092) . They play an 

increasing ly significant role in poor people's lives, and are one of the keys to lifting people out 

of poverty. Sorne have even described thern as the backbone on which the urban econorny 

(especially in srnall towns) su rvives in rnost countries in the South (Vanderschueren et aI. , 

1996, cited in Albu and Scott, 2001). The benefits obtained through starting and operating 

rn icro-enterprises go beyond an ind ividual and a household since others in the society also 

derive benefits from the microenterprise development as it fosters socia l capital and civic 

engagement (Ssewailla ia et aI. , 2006) . 
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Microenterprises represent a crucial part of th e economy and of the labor market in many 

developing countries playing a major role in employment creation , production and income 

generation . The sector often tends to absorb most of the growing labor force in the urban 

areas , particularly in developing countries with a high rate of popu lation growth and/or 

urbanization (Hussmans and Mehran, 2005, cited by Messay, 2008:22). 

Accord ing to the United Nations Industrial Development Organization (UNIDO)2 , 

"There is widespread consensus that SMEs: are labor-intensive, providing more 

opportunities for low skilled workers, are correlated with lower income distribution 

inequality; are necessary for agriculture-dependent nations transitioning to an industria l­

and service-oriented economy " 

Aryeetey et al. also contend tha t microenterprises are of paramount significance in developing 

countries in terms of employment generation capacity, quick production response, their 

adaptation to weak infrastructure, use of local resources (Aryeetey et aI. , cited by Fasika and 

Daniel , 1997), and provid ing income, skills , goods and services (Getachew Abebe and 

Getachew Belay, 1997) . 

Solomon Wole (2004) also purports that micro and small sca le enterprises have a number of 

potential advantages to the economies of least developed countries . To elaborate his 

argument , he contends that these enterprises are suitable to the factor endowments of least 

developed countries as they utilize domestic resources and use labor-intensive technology. 

By and large, he asserts that the enterprises create considerable supp ly and demand side 

multiplier effects , which would con tribu te to enhance national output and income, and would 

help in reducing the level of poverty. 

Micro and small -scale enterprises also provide the basis for creation and promotion of 

entrepreneurial talents , serve as middlemen facilitating linkages among different sectors, are 

pro poor and have substantial contribution of value added to the performance of the national 

economy (Torban , 2006) . 

7 
-C ited in Derek Newberry (2006): The Role of Small-and Medium-sizeci Enterpri ses in the r:ulUres ur 
Emerging Economies. The "M iss ing Middle" in DevelopmenL hllp ://w,"v".scaf.comli l1lpacLh rm . 
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2.2 Empirical Literature 

A significant strand of literature on micro and small scale enterprises has largely focused on 

enterprise dynamism and its determinants , its roles in society and its constraints . Below is a 

review of literature on these issues. 

2.2.1 The Role of Microenterprises in the Economic Development of Developing 

Countries 

There is mounting evidence that microenterprises have tremendous roles to play in the 

economies of develop ing countries, particu larly in urban areas. The main explanations for this 

is that they are easily started and operated with little capital , less skill and low technology, 

compared to their medium and large scale counterparts . In many developing countries , the 

bulk of the population is characterized as having lim ited financial capacity and , limited 

knowledge and ski lls. Access to modern technology is also very limited As a result , people 

engage in businesses that they can afford to carry out with the meager resources they have. 

In th is regard , therefore , microenterprises play an important part as they provide employment 

opportunity and income to the vast majority of poor people in developing countries . Studies 

reveal that the developing countries of Asia , Africa and Latin America are characterized by the 

predominance of microenterprises in creating employment opportunities to the poor compared 

to their small scale and medium counterparts . According to the Asian Development Bank 

(2009 :24) , for instance, microenterprises account for 61% of manufacturing employment in 

India , 44 % in Indonesia , and 22% in Thailand . When it comes to Africa, the International (' 

Labor Office (ILO) es timates show that the informal sector/microenterprise account for 59 

percent of sub-Saharan African labor force (World Bank, 1989 cited In Debebe 2006, pp .33) 

A study conducted in Kenya shows that microenterprises account for 99% of all enterprises 

employing an estimated 2 mill ion workers , 600,000 more than the 1 A million workers in the 

country 's formal sector (Dolman , 1994:5) 

According to ILO estimations, the sha re of informal sector/microenterprise employment 

(outside agriculture) to the total non-agricultural employment accounts for nearly half or more 

in all regions of the developing countries and , about 72 per cent in sub-Saharan Africa (SSA) 

They are very important part of the developing world economy (ILO . 2002 cited by Mulu , 

2009 1). 
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The contribution of thi? microenterprises is also important at the macroeconomic level as they 

contribute to innovations, jobs and economic growth . In Thailand , for instance, small firms 

create employment opportunities for 60% of the workforce and contribute 50% to the GOP 

(Chowdhury, 2009:2) . This contrasts with the case in other developing countries where 

agricu lture accounts for .the largest part of GOP. Tokman (1996) emphasizes the importance 

of promoting the microenterpri se sector as a safety net for unemployed people in the societies 

where unemployment insurance is not ava il able cited by (Tokman, 1996 cited in Chowdhury , 

2009). 

2.2.2 Determinants of Enterprise Dynamism 

Dynamism is a key to gauge the success and/or fa ilu re of a given enterprise during a given 

period of time . Enterprise/firm dynamism refers to changes in quantitative variables such as 

number of employees , revenues, profits , and sa les. It is often a close examination of changes 

in such variables that enables us to tell the status and prospect of enterprises . A number of 

studies have been undertaken to explore the major determinants of enterprise dynamism It is 

noted that the bu lk of these empirica l investigations aim at identifying micro-level factors that 

affect the emergence and growth of enterprises (Davidson and Henrekson, 2001 cited in 

Debebe, 2006). 

According to Torban (2006) , the dynamics of micro and small sca le enterprises involve two 

components : net firm creation and net firm growth. He defines net firm creation as the 

difference between firm new start (firm births) and fi rm closures (deaths) while he defines net 

firm growth as the difference between expansion of the existi ng firms and firm shrinkage. 

Expansion or shrinkage of firms is measured by changes in the number of employees working 

in the fi rms, sa les , production , etc. The changes in these variables are caused by a number of 

factors . 

A very recent study conducted by Nichtera and Goldmark (2009) in Morocco revea ls that 

individ ual entrepreneur characterist ics (education, work experience , gender and household) , 

firm cha racteristics (firm age , and formality (or informality) , relational factors (such as social 

networks or value chains), and contextual factors (such as the business environment) are the 

factors associated with small firm growth in the country. Six years earlier, Harabi (2003) found 

that the major determinants of enterprise growth in Morocco were : operating in a market with 
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high demand , presence of competition , location of the enterprise in large urban centers , 

product diversification, market share expansion , and government regu lations (Harabi , 2003 

cited by Endeshaw, 200539) According to the author, while these factors cause enterprises 

to grow, factors such as location in sma ll population centers , restrictive government policies 

and regulations , and lack of qualified workers and managers impede the growth of 

enterprises. However, th is study shows that tax regulations , the level of taxes and labor 

regulations have little or no negative effect on firm growth. In contrast , Reinecke (2002) fou nd 

that tax deposit and tax differentials in Uganda penalized small enterprises , which affected 

their growth (Reinecke , 2002 cited by Endeshaw, 200540) . 

In their survey on small scale manufacturing enterprises in Sierra Leone , Liedholm and 

Packer (1 9S9) came up with a finding that substantiates that enterprise growth is affected by 

where the enterprise is located . According to the study filldlngs , out of the enterpri ses located 

in larger localities with 20 ,000 or more inhabitants , 31 percent of them experienced growth ; in 

local ities with 2000 to 20 ,000 inhabitants, 13 percent of the surviving enterpri ses added 

workers , whi le none of the enterprises located in the smallest rural areas expanded at all 

(Lied hold and Packer, 1 9S9 cited by Oebebe, 2006). This is indicative of the fact that whether 

enterprises operate in small town s or bigger ones has a great deal to do with its performance 

and contribution to the livelihoods of its operators . 

The growth of enterprises is also affected by access to financ ing and to sources of 

information and technology. Acco rding to Voulgaris et ai. (2001) , low access to financing and 

to sources of enterprise related information and technology were found to impede growth . In 

addition , lack of technical and managerial skills was found to deter enterprise growth 

(Voulgaris et ai. 2001 , cited by Endeshaw, 2005). 

Level of education of the enterprise owner/manager, the age and size of the enterprise , and 

informal networking are also important factors affecting enterprise growth . The study findings 

of Papadaki and Chami (2002) in Canada indicate that these factors have significant impact 

on the growth of ente rpri ses (Papadaki and Chami , 2002 , cited in Oebebe, 2006) . 

In Ethiopia , a few studies have been undertaken to investigate the determinants of enterprise 

dynamism. A study conducted by Solomon Worku (2004 , pp.6S-70) in the city of Addis Ababa 

reveals that the main factors influencing employment growth of enterprises include the age of 
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the entrepreneur and the stali-up size of enterprises , the extent of diversi ficat ion and 

availability of infrastructural facilities . The study also indi ca tes that availability of own working 

premise and availability of workers with vocational formal training have a positive correlation 

with growth of enterprises . 

Another study conducted by Torban (2006) in relation to growth of micro and small scale 

enterprises capital indicates that level of education , target ing of consumers , cred it and market 

information are the important determinants of growth of firms' capita l. The same study also 

reveals that credi t, initial employment , market information and sectoral variables are the major 

determinants of employment by firms 

In a study he conducted in Bahir Dar, Endeshaw (2005, pp.61 -63) found out that market size , 

source of financing , age of enterprise owner, and age of the enterprise had an effect on the 

growth of enterprises . Accordingly, the larger the market size , the more likely that the 

enterprise grows; the younger the owner of the enterprise. the higher the enterprise growth; 

the higher the age of the enterprise. the lower its growth leve l; and the rate of growth is higher 

for enterprises that use external sou rces of finan ce . 

2.2 .3 Microenterprises in Ethiopia 

2.2 .3 .1 Overview and Significance of Microenterprises 

In Ethiopia , data on enterprises in general . and on microenterprises in particular, are so 

scanty that it is very difficult to provide a clear and full -fledged picture of these businesses 

Consequently. it is hardly possible to show the development of microenterprises in the country 

from a historical perspective. Need less to mention . however. these businesses have been 

practiced for long in different parts of the country. either as the only or as a supplementary 

source of living for the poor. 

It is argued that the microenterprise sector has been neglected in the development strategies 

policies , and support prog rams of the government in the past (Getachew and Getachew, 

1 997152; Andualem 19971 ) The neg lect ranges from the fact that there was no clea r-cut 

defin ition to distinguish it from other types of enterprises to absence of a clear policy/strategy 

for the promotion of the sector (Ibid). 

-
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Following the country 's shift to a market economy, the cu rrent government as well as NGO's 

and donors have shown interest in the sector (Ibid). Accordingly, attempts have been made by 

various government institutions to define enterprises. In addi tion , a federal office , Federal 

MSE's Development Agency, has been established to discharge the responsibility of 

developing MSE's in the country. Nationa l strategy has also been formulated in relation to 

MSE development. 

The primary objective of the MSE Strategy (as stated in the 1997 strategy document) is to 

create enabling legal , institutional and other supportive environment for the development of 

MSEs (Gebrehiwot and Wolday, 2004) The specif ic objectives include 

• facilitate economic growth and bring about equitable development , 

• create long-term jobs, 

• strengthen cooperation between MSEs, 

• provide the basis for medium and large-sca le enterp ri ses , 

• promote exports, and 

• balance preferential treatment between MSE and bigger enterprises 

The fundamental principles that guide interventions by stakeholders (government, private 

sector, NGOs, Chambers and others ). as stated in the strategy, are : 

• support to the MSE operators will be based on the Agricultura l Development Led 

Industrialization (ADLI ) and private sector development 

• all support to the MSE sector should be designed to be all-round 

• support services should , as much as possible, be based on fees 

• address ing marketing problems of MSE operators will be given due consideration 

• emphasis will be given to the ad vancement of women 

The intended suppor"t tQ promote the MSE sector (according to the MSE stra tegy) include 

creation of lega l framework; improvement of access to finance; introduction of incentive 

schemes; encou raging partnerships : provision of training in entrepreneurship , ski lls , and 

management; improving access to technology, information , advice , and market , improved 

infrastructure. 

The CSA has made efforts to conduct va rious surveys on micro , small-and medium scale 

enterprises in the country, and has compiled pertinent data at different times. In 1997, the 

Agency conducted a sample survey which ind icates tha t there were 584 ,913 Informa l 
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Sectors/Micro operators and 2,731 Small Sca le Manufacturing Industries , employing 739,898 

people . According to the survey, microenterprises accounted for 88.2 % of private sector 

employment. The su rvey also ind icates that 47% of microenterprises were engaged in 

manufactu ring , 42% in Trade, Hotels and Restaurants , 6% in Community and Personal 

Services, and , 5% in Agriculture, Hunting, Forestry and Fishing, Mining and Quarrying , 

Construction, and Transport Activities . 

Another survey conducted by the Agency in 2002 indicates that there were 974 ,676 

cottage/handicraft manufactu ri ng establishments employing 1,306 ,856 people . In contrast , 

large and medium sca le enterprises employed on ly 98,136 people. In addition, the nationwide 

Urban Informal Sector Survey by the CSA in 2003 shows that there were 799,358 

establishments employing 997 ,380 persons, of wh ich 60% were females . About 43 .3% were 

involved in manufacturing and about 37 .8% in trade , hotels and restaurants . 

When it comes to the regional distribution of enterpri ses , according to the 2001/2002 CSA 

survey of cottage/handicrafts manufacturing industries (wh ich are microenterprises according 

to the defin ition of CSA) , the majority of them were found to be in the Amhara reg ional state , 

with a total number of 131 ,696 , accounting for 36 .79% of the total industries in this sector In 

Oromla , they accounted for 22.07% (78,997), followed by Addis Ababa (25 39%), Southern 

Nations, National it ies and Peoples (SN NP) region (22.10%) , and Tigray (5 .57%) . 

The country level gross value of prod uction by these industries was 2,106,132 (in '000 Birr) 

wh ile value added in the National Account Concept was Birr 735 ,586 ,000 (a t market price). 

Va lued added in the regions is such that it was Birr 104,681 ,000 in Amhara , followed by Birr 

101,805 ,000 in Oromia, Birr 84 ,617 ,000 in SNNP, Birr 34 ,717,000 in Tigray, and Birr 

10,434 ,000 in Somalia. 

Accordi ng to CSA survey in 195/196 , there were large and medium scale manufacturing 

establishments in Oromia region . These businesses accounted for about 17% of the total 

manufacturing employment in the country (CSA, 1996) . According to the su rvey, there were 

about 175,993 informal sector operators in the region employing about 30% of the labor force 

engaged in the informal sector in the country. Of the total labor force engaged in the informal 

sector, about 69% were women . The survey also indicated that 52% of microenterprises were 

engaged in manufacturing , 38.9% in trade, hotel and restau rants , 4.5% in community and 

personal services , and the remaining 4.6% were engaged in agriculture and forest ry, mining 
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and quarrying, construction, and transport. The gross value of income generated by the 

informal sector was about birr 467,459 ,395 or 23.6% of the total value of income generated 

by in the manufacturing sector. 

Recently, the CSA has focused its attention on businesses beyond microenterprises It 

gathers and compiles data on small-scale , medium and large scale enterprises. It is no longer 

dealing with the collection and compilation of data on microenterprises 

It is widely bel ieved that micro and smal l-scale enterprises playa vital role in countries where 

medium and large-scale industries/enterprises are at their infant stage . They are of 

paramount importance In terms of rendering a broad range of benefits to the economic 

development of such . countries. In developing economies like Ethiopia, where the 

public/formal sector proves to be incompetent to avail job opportunities to the ever increasing 

popu lation/labor force , the MSE's are proven to be effective spheres of the means of survival. 

The microenterprises sector is particularly important for low-income, poor and women groups 

(Gebrehiwot and Wolday, 2006) 

Microenterprises, together with small -scale enterprises account for about 3.4% of GOP, 33% 

of the overall contribution of the industrial sector and 52 % of the manufacturing sector to 

GDP in the country (MoTI, 1997 cited by Endeshaw, 2005). 

A study conducted by Daniel (2007) in Nekemt town reveals that MSEs have a significant 

contribution to livelihood in particular and to poverty alleviation and local economic .j 

development in general. Accord ing to the study, MSEs provide income to their operators . It 

also shows that they help the operators finance their consumption expenditure on food, water, 

assets , housing , education , and health and thereby reducing vulnerability and empower 

women entrepreneurs 

2.2.3.2 Constraints of Microenterprises in Ethiopia 

Despite their importance , MSEs are con fronted wi th a number of constraints . The constraints 

impede the start and growth of enterprises . The poor are , therefore , handicapped with these 

factors as they come to grips with starting , running and growing enterprises . 
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Lack of start-up cap ital , poo r infrastructure, absence of adequate training and skill are among 

the major constraints facing micro and small scale enterprises in the country (Workneh, 

2007) . More often than not, financing is a major obstacle fo r poor people to open up a new 

ente rprise. This is mainly because the banking institutions are re luctant to provide loans to 

small businesses , most of wh ich are unable to provide adequate collateral for loans 

(Andualem, 1997, pp .11). Consequently, microenterpri ses are said to resort to various 

sou rces of start-up capital: own savings , informa l financial means , such as loans from friends 

and relatives , the system of rotating savings , local money lenders , and credit unions (Faslka 

and Daniel , 1997 :140). In Africa , small enterpri ses often use own savings , loans from friends 

and relatives , and occasionally informal sector loans to start a new business, which has 

seriously limited the sca le of activ ities and investment (Nissanke , 1991 cited in Fasika and 

Daniel 1997). 

Lack of well developed infrastructure has been found to be acutely felt particularly In the 

regions. One of the infrastructural problems faced by microenterprises in Eth iopia is the 

impact of power shortages on their operations. Microenterprise operators often complain 

about the prob lem , as they cannot affo rd to bridge the gaps wi th standby generators . Lack of 

access to adeq uate water supply and underdeveloped roads have also negative impact on 

the enterprises ' business activities (Getachew and Getachew, 1997: 162). 

Inadequate skills are a result of the fact that there are only a few vocational ins ti tutions that 

cater for developing skill s; the most common form of acquiring skill s in the small business 

sector is through apprenticeships, and the formal educational systems in the country prepare 

students for paid employment (Ibid). 

Limited access to market and limited demand , lack of access to raw materials and their 

escalating prices, problems related to government rules and regulations, poor technology of 

production , lack of institutional support, lack of favorable policy support, lack of working 

places (premise) , short grace period granted by lend ing institutions , bureaucratic problems (in 

some offices) are also problems impeding the activities of microenterprises (Workneh , 2007; 

Solomon Worku , 2004; Debebe, 2006) . 

One of the reasons for limited market access and low demand is found to be the fact that 

enterprises often venture into sim ilar business activities , which entails severe market 

competition (Hayat, 1997184). This indicates absence of entrepreneurial innovation . 
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The technologies used by mlcroenterprises involve outdated and old equ ipment , unhygienic 

and very small quantities of production , ve ry low flexibility to help produce diversified 

products , etc. Moreover, there is lack of technical training and refreshing opportunities for 

enterprise operators in the country. The skills acqui red by entrepreneu rs prior to the 

establ ishment of their business have rarely been refreshed (Getachew and Getachew, 

1997162) . 

A review of the above related literatu re reveals that the contribution of microenterprises to the 

sustainability of the live lihoods of the poor has never been investigated in a holistic way. 

Instead, such specific issues as employment, income, and microenterprise constraints were 

dea lt with by different researchers . Recent th inking in development studies puts a high 

premium on the use of sustainable livelihoods approach in analyzing the dynamics of the 

livelihoods of the poor. It is , therefore , of paramount importance to look at the contribution of 

microenterprises in the light of this approach. There is no study so far, at least in Ethiopia , 

which has aimed at ana lyzing the contribution of microenterprises to sustainable livelihoods, 

indicating that there is a lacuna in this regard. The zest for this study is , therefore , kindled by 

the need to fill this gap. 

Analytical Framework of the Study 

The Sustainable Livelihoods Approach employs a schematic model of the factors that need to 

be taken into account in the analysis of sustainable livel ihoods; this is called Sustainable 

Livelihoods Framework . The malll compone nts of th e Framework are captured 

diagrammatically in Figure 1 below. 
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Figure: 1. Analytical Fram ewor/( of th e Study 
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Contexts/trends/shocks: these are contexts/trends/shocks in which poor people pu rsue their 

live lihood strategies , and they are a key determinant of the types of assets available to them 

and the types of liveliho'od strategies that they are likely to pursue - and thus , in the end , of 

the secu rity or vulnerab ility of their livelihoods (Meikle et ai , 2001.14) , 

In the economic context , we find the predominance of the urban economy by cash , In other 

words , cash plays an important role in the urban livel ihood , As a resu lt, urban live lihoods are 

susceptible to rising cost of living which is the major livelihood stress in the urban area , The 

various macroeconomic policies are also important economic issues tha t constitute the 

economic context. These pol icies , in one way or another, affect the type of assets people 

own, Assets also determine the level of cash people generate , The social context involves 

such issues as the socia l stabi lity, attitude toward businesses , health , etc , Unstable social 

environment affects the assets people own, the business activities they undertake and their 

outcome, Poor hea lth conditions also have implications especially for the human ca pital and 

financial capita l, and the business act ivities peop le engage in and therefore in their outcome, 

Better fina ncia l capacity and better awareness of health issues will in turn have implications 

for people's health status, The link between/among the other contexts/trends/shocks and the 

live lihood assets , mediating processes , activities and outcomes goes on , 

Assets/capitals: these are resources that are owned , controlled , claimed or in some other 

means accessed by households (Ell is 200031) to engage in a certa in microenterprise activity 

Access to livel ihood assets are affected by the mediating processes , Assets would in turn 

determine the type of livelihood activi ty/strategy to be pursued by microenterprise operators, 

and the outcomes to be ga ined through the activities 

Mediating processes: these are the various organ izations and insti tutions that determine 

access to the va rious types of capita l assets that people use in pursuing their livel ihood 

strategies either through acting as conduits to make assets available to them, or as barriers to 

their access 

Activities and Livelihood Strategies: These are the planned activities that men and women 

undertake to build their livelihoods, They usually include a range of activities designed to build 

asset bases and access to goods and services for consumption, Livelihood strategies include 

coping strategies designed to respond to shocks in the short term , and adaptive strategies 
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designed to improve circumstances in the long term . Livelihood strategies are determined by 

the assets and opportunities avai lable to men and women (which are in turn affected by 

med iating processes and changes in the context) as well as by the choices and preferences 

of men and women (Farri ngton et al. (2002) . 

Livelihood Outcomes: . livel ihood outcomes are the end result of the interaction of va rious 

elements in a system, and they cou ld be desirable or undesirable (Oegefa , 2005 90) . In this 

case , they include better income, improved food security, increased coping capacity and 

reduced vulnerabi lity if desirable , and loss of business and food insecurity and closure of 

business if undesirable. These outcomes are determined by the interaction of the contexts , 

assets , activities/strategies in the framework. The outcomes wil l also affect the assets and 

activities/strateg ies . 



Chapter Three:, Research Methodology and Study Area Description 

3,1 Description of the Study Area 

Geography 

This study was undertaken at Woliso town , The town was established in 1942 G.C , Woliso 

town is located at a distance of 115kms away from the capital of the country, Addis Ababa , 

along the Addis Ababa-Jimma route , Accord ing to information obtained from the town 's 

Information Desk , the estimated total area of the town IS 2515ha, It is characterized by 

temperate type of climate with daily temperature ranging from 1Soc and 27°c, and is located 

1900m above sea level. 

Demographic Features 

The total popu lation of the town as per the national census of 2007 is estimated to be 53 ,648 

(Ma le=27,448 , Female=26,200) , In terms of ethnic composition , Oromo account for 82% 

followed by Guraghe (137%) , Amhara (2.4%) , and Tigre (1,75%), 

Socio-economic Features 

According to the information obtained from the town 's Information Desk , the health coverage 

of the town is 53%, As regards the health faciliti es, the town has one private hospital , one 

health post, clinics , Due to the existence of swampy areas , malaria is sa id to be ttle most 

prevalent disease, In lin'e with this , 91,3% of the population of the town has access to safe 

and clean potable water, 

As far as the education sector is concerned , the town has 9 kindergartens (one public) , 6 

primary schools (g rade 1-8), 1 private school (grade 1-6) , 8 private schools (grade 1-4), 5 

private colleges , 1 high school, with preparatory classes , 1 technical and vocat ional education 

and training center, and 1 university campus (Ambo University Woliso Campus), Regarding 

the physical infrastructure, the town has only 1,3kms aspha lted interior road; the rest of the 

interior roads are non-asphalted, However, the town's administration is paving interior roads 

by laying cobblestones , Electricity and telecommunication faci lities are sa id to be In a good 

condition, 

Trade and public sector employment are the dominant economic activities in the town , In the 

peripheral areas of the town , the residents of the town also practice urban agriculture, 



3.2 Research Methodology 

Sampling Procedure 

The study employed stratified , simple random , and purposive sampling techniques in order to 

select the required sample. First , the exist ing micro-enterprises were classified into major 

sectors . In the study area , there are three major sectors in wh ich enterprises are engaged 

industry, trade, and service. Of the major sectors , the trade sector comprises two sub-sectors 

(wholes sale and retail trade) , and it was stratified into these sub-sectors which were further 

classified by type of items traded . The other three sectors were classified into the different 

types of activities they consist of. 

As a rule of thumb , about 10% of the population was taken to form the sample of the study 

First, the number of enterprises to be taken from each sector (to form the sample) was 

calcu lated proportionately. However, the number of enterprises to be selected from each 

activity was purposively determined . Finally, simple random sampling was used to select the 

required enterprises in each activity. Accord ing to the data obtained from Wol iso Town MSEs 

Office , there are 279 microenterprises in the study area. From these , a total of 30 

microenterprises were selected as a sample . Accordingly, the foll owing enterprises were 

selected to form the study sample . 
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Table. 3.1 : Number and Sample of Microenterprises 

i No of Microenterprises Sample Mic roenterprises 

Industry 

Woodwork 

Grain mill 

4 

42 

Edible Oil Producers 

Metal works 

---------,,----
2 

I Trade 

IWhole Sa~e 
Food Grain 

Vegetable sellers 

Retail Trade 
---------
Food grain 

Clothing 

30 

15 

2 

47 

49 

Shoe shops 9 
f-::-~-------. ---- - -- ----.-

Other retail shops 10 

Service 
.---.. ----c--
Garage service 

Beauty Sa lon 

~i:I:"~"d';; _. . __ _ 
Hairdressing (for male) 

1-=,--- ------c-- ---. -
Photo copy service 

'Gomista ' (Tire mainta inance) 

Total 
- -----,,--- -

Data Collection Methods 

2 

13 

5 

4 

33 

9 

3 

279 

1--- -

2 

3 

1 

2 

2 

1 

3 

3 

2 

3 

1 

1 

1 

1 
- -+- - --- --.--

2 

1 

1 

30 

I 

In order to elicit the requi red primary data , structured survey questionnaire was employed. 

The questionnaire was pretested , and new issues found during the pre-testing were 

incorporated in the questionnaire . The data were gathered by the researcher himself. 
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Moreover, an in-depth case study was conducted to come up with in-depth information on the 

livelihood dynamics of micro-enterprises. The case study was conducted on two households 

(from trade and service sectors) to gain a deeper understanding of the contribution of 

microenterprises to sustainab le livelihoods . Key informant interview was also made with 

concerned government officials in the Trade and Ind ustry Development Office , and Labor and 

Social Affai rs Office of the town . Field observation/visit was also made as it was believed to 

provide a better understanding of what was on the ground . This particularly helped the 

researcher to observe the work ing premises , and the materials the enterprises used at the 

time of data collection . 

Review of the existi ng policy documents (both federal and regional) was undertaken as part of 

secondary data co llection . Addi tional secondary data were gathered from such secondary 

sources as books , working papers , journals , theses/dissertations , and on- line sources. 

Methods of Data Analysis 

Once data collection was completed , data were extracted from the questionnaire based on 

cod ing the responses . Responses from the questionnaire were entered into an SPSS 

database using the codes , followed by data processing and analysis . 

Descriptive statistics such as frequencies averages and percentages were computed using 

SPSS. Cross-tabu lation was also made to display various data. 

f~ ,, ! tI. 
~. . . 
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Chapter Four: Findings and Discussion 

4.1 Demographic and Socio-economic Characteristics of the Sample 

Respondents 

The study reveals tha t both sexes are engaged in the operation of microenterpri ses in the 

study area. However, in the sample , the number of males opera ting microenterprises is higher 

than that of females. In addition , there is a remarkable difference in the sectoral participation 

of men and women entrepreneurs Out of the samp le respondents , females account only for 

26 .7% whi le males constitute the remaining 73.3%. 

From Table 4.1, one can see that 26.6% of the industrial sector employment is accou nted fo r 

by male operators wh ile there is no female operator in the secto r. It is also ind icated that the 

share of female employment in the service sector is 13.3% far below that of males . In 

addition , the trade sector has employed more men than women as shown in the table . The 

table also shows that the trade sector accounts for the largest share of microenterprise 

employment in the study area , accounting for 46.7 followed by the industrial and service 

sectors , wh ich absorbed an equa l percentage of employment. 

Table 4.1: Types of Enterprises by Sex 

Female 

Male 

Total 

Industry 

0(0) 

8(26 .6) 

8 (26.6) 

Source. Own Survey (2010) 

Trade 

6(20) 

8(26.7) 

14 (46.7) 

Service 

2(6.7) 

6(20) 

8 (26 .7) 

*The figures in parenthesis are percentages 

An examination of the age composition of the respondents indicates that the ages of the bulk 

, of microenterprise operators lie within the age range of 31-40 years . As shown in Table 4.2 

below, the ages of nearly 50 % of the sample entrepreneurs are found in the age group of 31 

to 40 years. In addition , about 37% of them find their ages within the range of 20-30 yea rs 

Furthermore , there is a sharp decline in the involvement of operators in the sector as they 

move to the older age bracket. It can also be inferred from the table that the age range with 

more number of operators comprises the most productive sector of the society. It seems 



therefore, th at microenterpr ises provide livelihood to the most productive and vibrant segment 

of the society which is of paramount importance for the economic development of the cou ntry. 

Table 4.2: Distribution of Respondents by Age Group 
Age Group Frequency Percent 

20-30 11 36.7 

31-40 15 49.9 

41 -50 2 6.6 

51-60 1 3.3 

> 60 1 3.3 

Tota l 30 100 

Source. Own Survey (2010) 

Marital Status of the Respondents 

The majority of the respondents are married accounting for 70% of the total. while 26.7% and 

3.3% of them are single and divorced , respectively. It was already indicated in the preceding 

section that the largest proportion of the respondents are aged between 30 and 40 . This age 

bracket is one in wh ich many people are expected to have married , at least by convention . It 

is also the time at which many men and women are expected to bear ch ildren. Hence the 

information on the age and marital status of the respondents of the study suggest that the 

majority of the respondents have family, a si tuation wh ich forces them to assume 

responsibili ty to provide a livelihood support. 

Educational Background of the Respondents 

A considerable proportion of microenterprise operators had received high school education. 

For instance, 50% of .the respondents had completed grade twelve under the former 

educational policy, while 23. 3% attended secondary school education (9-10) when starting 

their business (Table 4.3) . None of the respondents received vocationa l and technical tra ining 

both before and after they were engaged in the current business . Nor did they receive any 

type of short-term training in relation to the businesses they engaged in. 
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Table 4.3: Distribution of Respondents by Educational Attainment 
Educational Attainment Frequency Percent 

Religious/Our 'an 1 3.3 

Upper primary (5-8) 6 20 

Secondary (9-10) 7 23.3 

Twelfth complete3 15 50 

Higher education 1 3.3 

Total 30 100 

Source: Own Survey (2010) 

As it was already indicated, the majority of the respondents are those who completed grade 

twelve under the former educational policy of Ethiopia It is important to ask why this is so . In 

the literature , there are two approaches regarding the emergence and expansion of 

microenterprises , and the increase in the number of people engaged in such activities . One 

approach views this as an outcome of improved opportunities for people (i ncluding the poor 

and disadvantaged) to partic ipate in ways that transform tllei l live li ~lOod . The second 

approach, in contrast , perceives it as an indication of the failure of an economy to provide 

productive jobs, compelling people to take "refuge in acti vities that provide only minimal 

subsistence support" (Lied holm and Mead , 1999 cited in Gebrehiwot and Wolday, 2006). It is 

argued that it is not easy to sort this out, "and there is probab ly some truth in both" (Ibid 10) . 

In this study, attempt has been made to get some information which may throw some light on 

the reasons as to why people get into their respective business activities . The majority of the 

operators got into their current business activities because they were unemployed , which 

seems to be in conformity with the second approach of why an increasing number of people 

are engaged in microenterprises . As Table 4.4 depicts , 40% of the respondents were engaged 

in their cu rrent respective business activities because they were unemployed. Unemployment 

is, thus , found to be the major factor underlying the motivat ion to engage in microenterprises 

in the study area. People's previous experience is also an important factor to spu r them to 

J This is as per the form er educational polie) orthe cOll 1llr~. 



open businesses in which they have gained some experience when working in businesses 

other than their own. Moreover, people can also get into a specific bus iness activity when they 

think that it would be profitable . Gebrehiwot and Wolday (2006)4 also found a similar finding 

which indicates that profitability (that the business wou ld be profitable) . having skills in the 

activity (previous experience) and lack of alternative (alternative to be engaged In or 

unemployment) are the major reasons for peop le to be engaged in microenterprises. 

Motiva tion to diversify income and family poverty take the fifth position in terms of explain ing 

why people are engaged in microenterprises This could possibly be because of the fact that 

microenterpri se operators are poor peop le lacking a source of income. and start from almost 

a scratch . In other words , those who diversify are those who have already been running some 

sort of business. Yet. peop le getting into microenterprises usually consist of poor people who 

embark on undertaking business acti vities as a first experience as it is evident in this study. 

Table 4.4: Motivation to Engage in Microenterprise Activities 
Motivation/Reason Frequency Percent 

To diversify income 3 10 

Unemployment 12 40 

Family poverty 3 10 

The business is profitable 4 13.3 

Previous experience 6 20 

Inherited from family 2 6.7 

Total 30 100 

Source .' Own Survey (2010) 

I This was a l1atjon~wi de sLlrvc) of Illicro and slllH II -scak cnICrprises condlH.:[L!d ill six major cilies ill the (ounll). Addis 
Ababa. i\darml. Ila\\i:lssa. Bahi r Dar. Jillll'lla and Mc"t.:'Ic. It can th(:n~rorc be argued that th L! majnL If IllH til L! ()Ill~ . 

moti vational t~l ctors for people to gel illto Illicroenterpriscs :,cel1llo be previous sk ill ex pCri Clllx. expL'ctcd proJiI. alld lad (Jr 
alternaliv~ employment npportuoil ies. 
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4.2 Enterprise Characteristics 

4.2.1 Ownership Status, Form of Management, Work Premise & Number of 

Employees 

The ownership of sample microenterprises is dominated by sole proprietorship. It is not 

uncommon, though . Several other studies have also revealed that microenterprises are often 

owned and run by sole owners (Gebrehiwot and Wolday, 2006:8; Dolman, 1994:6). According 

to the study finding, under the sale proprietorship , 70% of the sample microenterprises are 

characterized by one-man ownership , followed by family and group ownership, which account 

for 23.3% and 6.7%, respectively. 

As regards the form of management, owner-manager IS the most common type of 

microenterprise management. The study indicates that nearly all (96.7%) microenterprises 

selected in the sample are managed by owners. 

Lack of work premise is one of the fundamental challenges facing enterprises. About 80% of 

the respondents work in an independent premise, which they have rented. The rest 20% have 

work premise within home compound. 

More than half of the respondents have obtained their working premises throu9h renting. Only 

a very few of them have a work premise which they had constructed. The rest were given by 

government, family and relative (Figure 4.2) . 

Figure 2: How Work Premise was obtained 

10 Rented 

o Own construction 

o Given by 
government 

o Given by relative 

• Given by family 
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Many of the respondents described the renta l cos t of working premise as being high 

compared to returns from their business activities . It is here that the problem of working 

premise is acutely felt as a stumbling block to the profitabili ty of enterprises . Needless to say, 

profit is a function of revenues and costs. If a fixed cost such as the ren tal cost of a work 

premise is so high that it constitutes a good proportion of the total cost, it could exert a 

downward pressure on microenterprise profit. In such a scena rio, microenterprises are less 

likely to contribute much to the live lihood of their operators in particular and to development in 

general. 

As fa r as employment is concerned , the industria l sector plays a leading ro le by accounting 

for nearly 39% of the total emp loyment in the sector. The trade sector consti tutes the largest 

proportion of the sample microenterprises compa red to the other two sectors . In other words, 

about 47% of the sample is accounted for by the trade sector, wh ile the remaining two sectors 

constitu te about 27% each (Table 4.5). However, the trade sector was found to have 

employed less number of peop le re lative to its size in the sample . This difference in the size 

of employment among the sectors suggests the existence of a difference in the relative 

importance of each sector in terms of providing emp loyment opportunities . In this study the 

industrial sector is more important than the other sectors in this regard 

Table 4.5: Mic roenterprise Employment by Sector 

Type of Sector No of Employees 

Industry 

Trade 

Service 

Total 

21(38.9) 

17(3 1.5) 

16(29.6) 

54(100) 

Source : Own Survey (20 10) *The figures in pa renthesis are percentages . 
Note These findings portray the characteristics of the samp le, not that of the popu lation 

4.3 Livelihood Contexts 

Both theo ry and practice have revealed that the urban poor experie nce mYriad of shocks and 

stresses , and trends in various variables. It is therefore imperative to examine the economiC, 

socia l, politica l, demographic and cu ltural backdrops in which they live and work to earn a 

37 .. . , 
. \ t I 

'.;:.) ... - ,). '. (: 

Ii.,. , , . 1.)(1\5 /-bl t 

ElHIO~IA .-----' --. 



living . In this study, the analysis of livelihood contexts is undertaken in light of the relevance of 
the contexts to microenterprise operators. 

Economic Context 

The economic context involves two major scenarios . One is the fact that , in urban areas , 
where the economy is characterized by a greater deg ree of commercialization, the most basic 
goods such as food and house rent are obtained through the market , and the other scenario 
is the fact that the urban economy is affected by national macroeconomic policies (Meikle , 
2001 :6). The respondents were asked how they get thei r food , and all of them responded that 
they got it through cash. In addition , 40% of them live in a rented house. It is , thus, evident 
that cash incomes are indispensable in the urban livelihood . Consequently, they are often 
exposed to income shocks , which could result from such events as rising cost of living , loss of 
business , etc. 

The urban economy IS also linked to international and national economic policies . The 
national macroeconomic policies affecting the economy of microenterp ri se operators include 
the adoption of the free market economic system , and the resu ltan t liberal ization of the 
financial market, priva tization , etc .. which pave the way for the fl ourish ing of microenterprises . 

The Soc ial Milieu 

Two Issues feature prominently here. On the one hand are "ideas of urban blight, linking 
poverty to family break-up, drug use, crime and social disintegration (which would be 
expected to undermine the social capi tal of the poor) - an idea often linked to studies of the 
'inner ci ty' in developed/northern countries" (Wratten, 1995). In this regard , an interview made 
with an expert working in the town's Social and Labor Affaires reveals that drug use is ra rely 
practiced, except for the widespread 'chat'5 consumption in the town. W hen asked as to 
whether the latter phenomenon gave ri se to social problems, he indicated that there was no 
problem in this regard. Reg ard ing the second issue , whish is the local cul ture/attitude toward 
business , the expe rt also added th at the local cu lture supports businesses activities , and tha t 
there was limited entrepreneurship and people often engaged in similar activ ities. Therefore , 
the social envi ronment is apparently conducive for business acti vities . Moreover, 50% of the 

' An eve rgreen shrub whose leaves are considered stimu lant. and chewed 
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respondents reported that the socia l stabil ity/security of the town was in , general, extremely 

reliable , whi le about 47% of them described it as being moderately reliable . 

Urban-rural Linkage 

Rural-urban linkages play an important role in the ways which live lihoods are constructed as 

for example with : remittances from urban to rural areas ; the exchange of goods between rural 

and urban areas (e .g. food) ; sharing of cari ng responsibilities for members of an extended 

family e.g. elderly relatives in rura l areas . child ren and new migrants from the extended family 

in the urban area ; seasonal labour by the urban residents with the extended family In the 

country(Tacoli , 1998, p. 78 cited in Meikle , 2001:7-8) . In this regard , it was found out that a 

few respondents shared land with their re latives in the rural area to grow food grains. In 

addition , there were respondents who supported members of their extended families (mainly 

ch ildren) in the rural areas , by allowing them to live with them and attend schools in the town 

Local Development Situations 

In 2003 , Woliso was chosen as the capital of the South Western Showa Zone of Oromia 

Regional State , and asa result , it has been underg oing moderate changes in a number of 

arenas since. This is believed to have created a fertile ground for business activities to 

flourish. For instance, the number of people living in the town (especially, civil servants) has 

been increasing , which has provided a widening markel for the goods and services produced 

by small businesses . 

A relentless effort has been made by the local government to provide housing service to the 

ever-Increasing population of the town . In this regard , the construction of a number of 

condominium houses has been underway. 

Fairley recently, Ambo University has opened a new campus at Woliso , wh ich has already 

accepted students in some departments. This is another opportunity for businesses as it 

widens the local market for their products . 

The urban population is said to grow at a rate of 4.4% per year with increased urbaniza tion 

(MoFED, 2006) . This increase in the number of urban population coupled wi th increase in the 

number of rura l population is also a threat to urban dwellers as it exerts pressure on the 

availability and price of raw materials for businesses. It also has an impact on the provision of 

social services in the town . Therefore , the local development situation entails both 

opportunities and chal lenges to businesses in the study area . 



4.4 Livelihood Assets/Capitals 

4.4. 1 Financial Capital 

It connotes stocks of money to which individuals and households have access (El lis, 

200034). It mainly comprises savings , access to credit in the form of loans, and cash 

(Scoones , 1998; Ellis , 2000) . Financial capita l is one of the key assets playing a pivotal role in 

virtually every livelihood activity in urban centers, in particular. 

The extent of people's access to finance is, thus , one of the major factors that constrain or 

enable the growth and development of small businesses (Fasika and Daniel , 1997139) 

Access to finance serves at least two important purposes in the development of 

microenterprises. One is it helps start the business , while the other is that it enables to run it, 

serving as a working capital. The crucial question to pose here concerns the source of this 

important resource . In other words, it is imperative to ask how microenterprise operators 

finance their businesses . 

In this study, it was attempted to el icit information on the sources of the in itial fin anCial capi tal 

of the sample respondents. Accordingly, it was found out that a good proportion of the 

respondents financed their business start out of their own savings . Table 4.6 shows that 

personal savings were the principal sources for about 57% of the respondents covered in the 

study. Financial gifts and loans from re latives and friends accounted for 16.7% each Th is 

result is largely consistent with the findings of previous studies (Hayat, 1997: 180; Fasika and 

Daniel , 1997 140). 

It is also possible to see that the formal banking systems do not feature prominently as a 

source of finance for microenterprise operators , accounting only for 6.7% (Table 4.6) . There 

are a number of reasons as to why such business operators have limited access to credit 

from fo rmal banks . The small nature of the business activities and collateral requirements 

stand out as major reasons for formal banks not to lend money to microenterprises The 

information obtained during all interview made with an expert in charge of Woliso tOWIl Trade 

alld Industry Office also corrobora tes that banks require colla teral to provide loans , and that 

microellterprise oWllers often fall short of meeting such a requirement. In such a 

circumstance, starting a new busilless is apparently a daunting prospect. Yet, peop le use 
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other alternatives as sources of finance , which basically includes personal savings , loans 

from informal sources such friends , relatives and financial gifts . 

Table 4.6: Source of Microe ses' Initial Financial C 

Own Savings 17 56.7 

Financial gift 5 16.7 

Loans from relatives and friend s 5 16.7 

Bank loans 2 6 .7 

Financial gift and sale of other assets 1 3.3 
.---------------------------------------

Total 30 100 

Source. Own Survey (2010) 

4.4.2 Social Capital 

Social cap ital refers to resources that societ ies possess in the form of networks , social claims, 

social relations , associations , affiliations, and trust upon wh ich they draw when pursuing 

different livelihood strategies requiring coordinated actions (Scoones , 19988; Ellis , 2000.36). 

In so far as its role in the microenterprise sector is concerned , social capital , in particular. 

plays a facil itative role in entry and stay in the enti re microenterprise sector (Kinyanjui and 

Khayesi , 2005) 

More often than not , people are assisted by fami ly, relatives and friends to start a new 

business. The assistance ranges from being introduced to the new business to financial 

assistance either in the fo rm of loans or as a gift. From the foregoing discussion of the 

sources of financ ial capital for microenterprises, it is evident that financial gift and loans from 

relatives and friends ranked second next to personal savings as a sou rce of start-up capi tal. 

As Table 4.7 shows , 13.3% of the financial gift was obtained from family while the rest was 

from relatives accounting fo r 6.7%. Kinship and fri endship are , thus, important social capital in 

the microenterprise sector. 
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Not only are kinship and fr iendship a source of finance , but they are also of much help in 

facilitating entry into business as people could be introduced to new businesses by their 

famili es , relatives and friends. Families may even transfer their businesses to their ch ildren in 

wh ich case the latte r inherit businesses and become owners . Ta ble 4.8 below indicates that 

23 .3% of the respondents were introduced to their current business by their friends , and 20% 

of them by their relat ives6
. 

Table 4.7: Role of Kinship and Friendship during Business Start 
Finance given by Frequency Percent 

Family 

Relative 

4 

2 

Source: Own Survey (2010) 

13.3 

6.7 

Table 4.8: Role of Kinship and Friendship in being introduced to Business 
Introduced to business by Frequency Percent 

Relative 6 20 

Friends 7 23.3 

Own motivation 17 56.7 

Total 13 100 

Source. Own Survey (2010) 

The fact that re lations help people obtain finan cial resources in th eir livelihood enhancement 

endeavor is the quintessence of the relationship between livel ihood assets. In other words. 

social capital and financial capital are highly interlinked and reinforce each other in enab ling 

microenterprise operators to secu re finance to start their business . We see people mobil izing 

their friendsh ips , kinship and family networks (i. e . their social capita l) to get access to loans , 

information , and so on . Access to one type of live lihood asset paves the way for access to 

another asset or a set of assets . As it was already noted , access to social capital (rela tions 

with family, relatives , and friends) enabled people to get access to financial capital (financial 

6 For deta il di scussion oJllhe importance of snc ial <.:api tal as a mcchanism of'l'llll") into and s[a~ in microcnICrpr isL's. Sl'C 
Kinyan,llli alld Khayesi (200:') ')ocial Capital. M icrocnh.:rpri scs 1.11 ](.1 Pm.t.; ri) All ev iati on i ll F(\<.,1 J\frica: ( '1)(1 P[I..' 1" ;;' 10llr dnd 
Ii \iL'. 
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gift) . It is , therefore , worth noting that socia l capital is ind ispensable pa rti cularly in cases 

where people cannot borrow money from formal lend ing institutions. 

Rela tionships of trust particularly between microenterprise operators and their customers 

were also found important in enabling the former to maintain their customers , reduce 

transaction costs , and rea lize their customers ' tastes and interests. In this regard, virtually all 

of the respondents underlined the importance of building relation ship , and also indicated that 

th ey were benefiting from it. 

Many of the respondents also cited membership in associations such as Iqub7 and idd irB as 

being important particularly at times of cris is such as death of a household member, and at 

times of financial shortage. For instance, about 37% of the respondents said they had 

received money from /qub to run their business 

The ro le of social capita l in the form of familial relationship , kinship , friendship and 

membersh ip in associations is tremendous in the microenterprise business . As a resu lt, it has 

a prominent place in helping microenterprise operators in the effort they make to achieve a 

sustained live lihood . 

4.4.3 Physical Capita l 

Physica l capital denotes capital that is created by economic production process , such as 

buildings/housing , roads , tools , machines , power, and so forth (Ellis , 2000:3) . Infrastructural 

assets such as roads , power lines , and water supplies are an important class of physical 

assets that faci litate live lihood diversification (Ibid). 

Some authors make a comparison of the relative importance of various forms of livelihood 

assets to the poor in shap ing their livelihood strateg ies. In the urban context. it is often argued 

th at financial capital is more significant in enabling (if accessible) or constraining (if 

inaccessible) the live lihood of the urban poor (Meikle et ai , 2001) Arguably, the importance of 

ph ysical capital is no less than that of others in the urban context. The bu lk of urban livelihood 

activ ities require the ava ilability of machineries , equipment, power, water, telecommunication 

and other infrastructura l faci lities 

iJ Illdl)!<>ll tiUS \ 1.111111(; 11 \ ;L"~\ll: laIIlUl ~st;lhll~IICd pnm'lI 11\ hi addI'<:~~ CUlllllllIlll1 \ ,1)1\,Crn~ such ~h 11l1 1111;11 ,l id III l)[ll'Idl Illdlkl' 

43 

I 
I 

I 



About 83.3% of the respondents said that electricity was very important to their business . In 

this regard, one thing that is worthy of note is that some business activities are not even ru n 

without power. ActJvities such as woodwork , haird ressing , welding , photocopying , etc are 

highly power-intensive and interrupted with power failure. Therefore , whether or not power 

supp ly is avai lable each day has a great dea l to do with the performance of microenterprises , 

implying how important power is in the urban livelihood . In th is study, nearly all of the 

respondents complained that there were blackouts on a few days of the week over the last 

two years , in particular. 

The study has also elicited responses rega rding the importance of water and 

telecommunication to microenterprise operations . Accordingly, both water and 

telecommunication were found to be less important than power as they do not directly go Into 

the production of goods and services in most of the enterprises . 

Machines (and thei r accessories) and other types of equipment are also very important 

physical assets in the sector. Thus , access to such assets is very important. The respondents 

were asked if they had all the necessary pieces of equ ipment to run their business . About 

73% of them responded that they had all the necessary pieces of equipment whi le the rest 

27% said that they did not have Not having the necessary equipment and tools to operate 

with will have repercussions for the whole business activities of microenterprise operators and 

for the sustainabi lity of their live lihoods. 

4.4.4 Human Capital 

The chief asset owned by the poor is their own labor that is ava ilable to them in the form of 

ski lls, knowledge or education , good health , abil ity to labor and physical capabi lity important 

for the successful pursuit of various live lihood strateg ies (Scoones , 1998 :8; Ellis , 200033) . 

Human capital is made effective by investment in education and training , and labor as an 

asset is made effective by being free from illness or debilitating health problems (Ellis , 

2000:33 , emphasis added) . 

Clea rly financial capital , In terms of access to employment and earnings , is strongly 

dependent on adequate human capital. In turn , human capital IS highly dependent all 

adequate nutrition , health care , safe environmenta l conditions , and education (Ibid) Poor 
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people living in urban areas normall y have better access to health and education services 

than their counterpa rts in rural areas . 

As it was already discussed under 4.1 , (Table 43) , more than half of the respondents 

received high school educat ion . However, that was not accompanied by further training in the 

areas in which they engaged . The skills they have in order to undertake their businesses were 

gained and developed through experience , not through formal training and education 

As regards the heal th of the respondents , the overwhelming majority of them (93.3%) 

responded that they were healthy enough to carry out their day-to-day business activities , 

underlining lhat there was no health problen1 impeding them in th is regard . The respondents 

were also asked if any health hazard was triggered by then' business , and 96.7% of them 

responded that no such hazard had occurred 

From the above discussions, one can easily recognize that people combine different 

livelihood capitals to pursue a certa in livelihood activity. Below is a case study of a 

microenterprise which deals with motivational factor and the various livelihood assets that Its 

operator combines to engage in the business . 

., ---------
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Case Study 1: Livelihood capitals and motivational factors 

Solomon Feyisa is the head of a family of four, including himself. He is 33 years old with an 

educational level of 12th grade cornplete. Currently , he is running an enterprise , which he 

labeled as "Iyosias Advertizing and Printing Enterpri se. " He started the business three years 

ago. Before he started this business , Solornon had been earning a living on teaching at a 

religion-based school. Explain ing what rnotivated hirn to start his current business , he said , "I 

was in continuous dissatisfaction wi th rny previous occupation not only because it paid rne 

very little , but also because I realized that it was not what I was born to accornplish ." He also 

added that he was gifted with the art of painting right frorn his early chi ldhood ; it was this gift 

(natural talent) that led hirn to open his new business . Acco rding to Solornon , he has the 

necessary skills to carry out his business. This forrns his hurnan capital. This type of business 

is not cornrnon in the study area, and it can be argued that Solornon has an entrepreneurial 

skill. 

"When I was about to start this business ," Solornon rernarks , "I had only guidance frorn God , 

and 900 Birr at rny disposal. " It sounds that he started with very little financial capital , which 

was basically his own saving . According to Solornon , he rented a work prern ise with sorne of 

this rnoney, and bought less costly pieces of equiprnent with the rest of it. Then , he started to 

provide the service by taking advance rnoney so that he would be ab le to provide for his 

working cap ital r~quirernents Eventually, as Solornon indicated , his incorne increased and he 

was able to buy rnodern equiprnents req uired for his business activities. He reported his 

current financial capital to be nearly 100,000Birr. As part of his social capital, Solornon has 

been linking with various governrnent offices both in the region and outSide the region . For 

instance, he pointed out that he once went to Hawassa and stayed there for sorne tirne 

prornoting the services his business wou ld be providing , and he establ ished a strong link with 

governrnent offices there . He was also of the op inion that he had been benefiti ng frorn the 

relationsh ip th rough fostering the rnarketing of his service . His key physical capital rnalnly 

includes power and telecornrnunication. 

The case study gives an irnportant insight of the rnotivational factor and the various livelihood 

assets that a householdcornbines in order to pursue a particular livelihood strategy . 
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4.5 Organizations and Institutions/Policies 

Organ izations Include vanous government offices , non-governmental and private 

organizations that can have Influence on the activities of microenterpnses by either enabling 

or constraining their access to various assets and the strategies they adopt. These 

organizations influence microenterprises th rough their policies , ru les , regulations, etc In this 

regard, loca l government offices come in the front line 

The Federal Micro and Sma ll Scale Enterprises Developmen t Agency, Woliso town Trade and 

Industry Office, Woliso town MSE Development Agency , Eth iopian Electric Power Agency 

(Woliso Distict Office) . Woliso town Municipal ity, and NGO's are the major organizations 

Involved (in facilitat ing access to assets and/or constraining the sector) in the livelihood 

endeavor of microenterpri se operators in the town . The Federal Micro and Small Scale 

Enterpnses Development Agency has already issued a strategy for the development of these 

businesses. The strategy involves a number of key issues regarding the development of 

micro and small -scale ehterpri ses , includ ing the supports that the government has to provide 

to such bus inesses . The irony, however, is that 60% of the respondents have not even heard 

of any govern men t policy/sirategy regarding microenterprise development. Much emphasis is 

accorded to group-based micro and small-scale ente rprises to the neglect of Individual 

entrepreneurs . !, respondent complamed , "Hle government has neglected us 1111c1lvicluai 

entrepreneurs I in favor of group-based micro and sma ll-scale businesses ." In this light. about 

93% of the respondents clid not receive any support from the government, including the local 

government This was also confi rmed by an expert in charge at local level. In addition , even 

though there are NGO's operati ng in the town , the respondents inclicated that they dicl not 

receive any support from them . 

Inst itutions/pol icies are also very important in enab ling or constraining businesses . In this 

regard, the most important institUlion is the urban land tenure policy According to the 

National Urban Development Policy of Ethiopia (2004:3) , "private property including land use 

rights may be expropriated only for public purposes and even then against payment of 

compensation to the value of the property ." As a result it is cl ifficu lt to access urban land as 

easi ly as possible . One of the major constraints that the respondents mentioned was lack of 

work premise, wh ich could be associated wi th this type of policy . ThiS IS a classic case where 

an Institut ion cons tra ins access to live lihood asset , in thiS case , land. 
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The other institution/policy is the tax administration prevailing in the study area. The 

information obtained from both the respondents and the concerned government office 

indicates that there is no standard rate for collecting taxes in the town . Sales taxes are 

co llected based on the sales estimates of tax collectors and the amount of sales the payers 

report to have made. This kind of tax system may lead to unfair treatment among different 

sellers. Accordi ng to a respondent , sometimes sellers with lower sales pay higher taxes than 

those with higher sales .. 

The other case in point is lending regulations adopted by financial insti tutions includ ing formal 

banks. Formal banks require collateral to provide loans. However, the poor often fall short of 

meeting such a requirement and are , thus , unable to borrow money from formal banks . The 

regulation , therefore , constra ins access to financial capi tal , a situation that compels poor 

people to rely on their meager savings , financia l gift and loans from informal sou rces such as 

relatives and friends. 

4.6 Livelihood Strategies and Activities 

A growing body of theoretical literature on sustainable urban livelihoods reveals that there are 

a number of livelihood strateg ies that the urban poor pursue . This study has found out that the 

dominant strategies pursued by households engaged in microenterp rl ses include wage 

employment, self employment, renting out rooms and diversification. As regards the livelihood 

activ ities of the households , the list is given in Table 3.1 above under section 3 2. 

4.7 Livelihood Outcomes of Microenterprise Businesses 

In the foregoing discussions, attempt has been made to pin down the livelihood contexts . 

assets , mediating processes and , strategies and activi ties in the urban setting . That is by no 

means the end of the matter. Of particular importance, then , are the possible outcomes 

offered by livelihood strateg ies pursued by th e households aided by a combination of va rious 

assets the access of which is mediated by various institutions and organizations in different 

contexts. 

These outcomes could be desirable or undesirable (Degefa, 2005) . Desirable or positive 

livelihood outcomes are those that improve income, increase well-being , improve food 

security, and reduce vulnerability , (Rakodi , 200216). Undesirable outcomes are , then. those 
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that result in loss of business , depletion of the asset base, reduced income, increased 

vulnerability , and so forth 

In this study , it has been attempted to el icit information on changes broug ht about in the 

income of microenterprise operators by way of comparing income before and after their 

involvement in their current respective business . Accordingly, all of the respondents pointed 

out, by using their previous income as a point of reference , that they are earning a higher 

income than before . Although the response for the income difference is the same across the 

board , for obvious reasons , its magnitude is marked by significant variation from enterprise to 

enterprise . Therefore , it can be argued that microenterprises have raised the incomes of their 

operators despite the inevitable relative differences in the size of these incomes. These 

differences could stem from differences in enterprise performance , scale of operation , 

marketing , etc. Since exploring the factors responsible for the differences in the changes in 

the microenterprise income is outside the domain of this paper, no attempt has been made in 

this regard. 

Table 4.9: Trends in Microenterprise Average Monthl}t:JF!com~eOver the Last Two Years 
Income from your current income Type of Sector 
over the last two years has been 

Increasing 

Fluctuating 

Total 

IndlJstrl' 
6 (20) 

2(6.7) 

8 (26.7) 

-- --
Trade 

9 (30) 

5 (16.6) 

14 (46.7) 

Source. Own Survey (20 10) ' Figures in brackets are percentages 

Service 
2(6 .7) 

6(20) 

8(26 .7) 

Total 
13(43.4 ) 

17(566) 

30( 1 00) 

Even though the income of microenterprise operators has increased from what it was before 

they started their cu rrent respective businesses , it is imperative to see its trend thereafter (ie 

after they were engaged in the businesses). So as to minimize recall bias9
, the respondents 

were asked about the trends in their average monthly business income over the last two 

years As it can be observed from Table 4.9 , it is only 43.4% of the respondents whose 

income assumed an increasing trend during the time reference. A greater number of the 

respondents, about 57%, reported that their average monthly income was fluctuating over the 

<) Reca ll bias. herc. rcicrs 10 a s ituation where pcopk art' bi(lscd in la vo ur of te lling whatever l'OIll l'S 10 their mind C)i tll p l ~ 
bcc:a Ll St' the.' arc un abk \0 exact ].' recall what is bein g as ked. 
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specified period . When it comes to the sectors , the industrial sector has a re latively higher 

number of enterprises than the other sectors in terms of experiencing an increasing trend in 

their income during the specified time period . Microenterprises engaged in woodwork , edible 

oi l production , and grain mil l in the industrial sector, and shoe selling shops , food grain and 

vegetable traders in the trade sector fall with in the ca tegory of the enterprises whose income 

showed an increas ing trend . The major reasons for the increase in income were found to be 

increased prices and demand for the products. This scenario entails important policy 

implications for setting priority in interventions. 

However, it cou ld be misleading to conclude that those operators whose income exhibited an 

increasing trend were better off than those with fluctuating income. This is largely because of 

the fact that it is the size of the increase and/or decrease in income that matters . To make it 

more succinct , the amount by which income increases may outweigh the amount by which it 

declines (in the case of the fluctuating income) , and the difference in the amount of increase 

and decrease in income in th is case may in turn outweigh the amount by which income 

increases for the increasing income group. At this juncture , therefore , it is important to just ~ 

see what has happened to the income of the microenterprises since they were engaged in 

their current business . 

It is clear that income is not an end per se , but the means to achieve other objectives. Authors 

on urban livelihoods have accentuated that cash Income figures prominently in the everyday 

life of urban dwellers (Farrington et aI. , 2002 ; Meikle et al. 2001) . Urban economies are 

characterized by a greater degree of commercial ization , and the most basic goods such as 

food and housing must be bought and rented with income through the market (Ibid) . It is, 

therefore, of immense importance to examine the role of income in this regard. 

In line with the ro le of income in the life of the operators and their families , attempt has been 

made to elicit information on the changes occurred in their nutrition , children schooling , new 

asset creation, savings , and hea lth care services . In this regard , about 47 %10 of the 

respondents have indicated that they have seen improvements in their diet , savings, access 

to health ca re services , child schooling , and that they have created new assets. From these, 

267% have constructed their own houses , while some of them have bought land , livestock 

-_._---

III Note: this represents the perct' lltage or hUUSehulds that 11m C seen imprm l! llIcnt s ill the van:lbk~ Jlll!llIloned. 1l<!t 1l L'l~ . 111 
diet. saving. ,H;cess to hea It h care sen ices. ell i Id sc hool i ng. and new assel creat ion. co llect i \ L'I:. 
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and household durables. 

Housing is thought to be very crucial in the urban context (Farrington et ai , 2002). "Housing 

is," argues Moser (1998) , "normally one of the most important assets for poor urban 

households as it IS used both for shelter and reproductive purposes and for productive or 

income-generating purposes (renting out rooms or using the space as a workshop area)" As 

it was noted before , thus , microenterprises have played some role, to a greater or lesser 

degree, by enabling about 26. 7% of the respondents to get income to construct their own 

houses. 

Food security , though largely determined by income in the urban context, is another live lihood 

outcome that merits due consideration. Table 4.10 below shows that 96 .7% of the 

respondents feel less food insecure today than before they were engaged in their cu rrent 

business. It is an obvious fact that food security is a function of production , exchange and 

claims. In the urban areas , it is usually attained through exchange (Farrington et ai , 2002). In 

this regard , urban dwellers need a higher income than their rural counterparts who mainly rely 

on production. As a resu lt, microenterprises have their own ro le to play in enhancing people 's 

capacity to improve their food secu rity situations. 

Table 4.10: Perception of Microenterprise Operators on their Food Security Status 
Do you and your family feel less food Frequency Percent 
insecure today than before? 
Yes 29 96.7 

No 1 3.3 

Total 30 100 

Source. Own Survey (201 0) 

The other important livelihood outcome that has been realized by microenterprise operators In 

the study area is reduced vulnerability. Unemployment or lack of employment opportunit ies is 

one of the sources of vulnerabil ity to shocks and stresses in the urban context (Rakodi , 

2002.14). Hence, expanding employment 0PPol·tunities is reckoned as the best remedy to 

minimize exposure to shocks and stresses . In this regard , microenterp rises play an immense 

ro le, in urban areas in particu lar. As it was indicated in Table 4.4 (under 41) above , 40% of 

the respondents were unemployed when they started their cu rrent business. It is . thus , 
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conspicuously evident that microenterprises have offered employment opportunities to 40% of 

the respondents , and thereby reducing their vulnerability to shocks by ensuring their income 

security. Nonetheless , the fact that the respondents own microenterprise businesses does not 

necessari ly guarantee that they are immune to shocks and stresses , as it will be discussed in 

the subsequent section. As a matter of fact , the point is that they are less susceptible to 

livelihood shocks and stresses when they run a business , and thus earn income, than when 

they do not earn any amount of income. Clearly, someone with some amount of income IS 

less likely to go to bed empty stomach than someone without any income. Unemployment is , 

thus , one of the factors that crea te a difference in people 's likel ihood to be exposed to 

vulnerable circumstances . 

Fernando (2003:9) puts a high premium on income diversification. income generating ski lls , 

and savings as being good indicators of vulnerabi lity. "The more diversified the household 

income, the more durable it is to shocks and stress situations" (I bid ). Table 4.11 shows that 

more than a fourth of the respond ents have diversified their income sources, which improves 

their vulnerability situat ions. These people have more than one source of income, and hence 

no more rely on a single source of income. 

Table 4.11: Microenterprises that have diversified their Income 
Have you diversified your income? Frequency Percent 

Yes 8 26.7 

No 22 73.3 

Total 30 100 

Source. Own Survey (2010) 

When people engage in microenterprises , it is obvious tha t they acqu ire skills in income 

generating activ it ies "asa resu lt of informal and formal train ing" (Ibid : 14) The respondents of 

the study pointed out that they did not receive any forma l training in relation to their current 

income-generating activities . However, they indicated that they did not have a problem of 

poor skills to carry out their business . It is noteworthy, that these skills have been developed 

through experience. The fact that these people have income-generating skills makes them 

less vulnerab le to shocks and stresses compared to those without sLich sk ills. Even if thei r 
-, 
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current business fails , these people can get employed elsewhere and earn a living for 

themselves and their fami lies . It is worth noting , however, that , urban poor even with ski lls 

face difficulties to find secure employment due to poor access to information, facilities and 

opportun ities (Ibid) . Hence , if the necessary pre-condit ions are put in place , it is possible to 

argue that the urban poor with sound skills cou ld be employed and earn income. 

Saving money in formal or informal (government, private or non-governmental financial 

institutions) or informal (savings at home, iqub, etc) ways is a very important buffer against 

vulnerab il ity as it cushions households against uncertain situations without worsening the 

problem . About 83.3% of the responde nts in this study have already started to make savings . 

These people, who have savings, are, thus , less susceptible to shocks and stresses than 

those without. 

4.8 Sustainability of the Livelihoods of Microenterprise Operators 

Sustainability of livelihoods is the main thrust of the sustainable livelihoods approach , for 

therein lies the crux of the matter. A sustainable livelihood is one that is secure and guards 

people against shocks and stresses . "A sustainable livelihood is one", as Chambers and 

Conway (199216) put it , "that can avoid or resist stresses and shocks and/or tha t are resilient 

and able to bounce back ." The core of the sustainabilily of a live lihood is , thus , its capacity to 

cope with shocks and stresses , alld remain res ilient. 

As it was already discussed at length earlier in this paper, the poor are faced with differellt 

types of vulnerable circumstances in their dai ly life. In this study , the respondents were asked 

to point out the shocks and stresses they have been undergoing . Accordingly, it was realized 

that the major stress the households of the respondellts have been faced with was foulld to 

be the ever-increasing cost of living over the last few years . The other forces at work within 

the realm of livelihood vulilerability in the study area were declining supp ly of local raw 

materials and the rising of their cost. Loss of business and , chronic il lness and death of a 

household head were reported as livelihood shocks occurred. 
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Table 4.12: Shocks and Stresses Experienced by Microenterprise Operators by Sector 
over the last two years 
Shocks and Stresses Type of 

Sector 
Industry Service 

Increasing cost of living 4 (13.3) 5(16.6) 

Loss of business 

Chronic Illness of household head 

Declining loca l raw material supply 5(166) 

Increasing raw materia l prices 5(16.6) 

Total 14(465)11 5(16.6) 

Source. Own Survey (2010) 'The figures in parenthesis are percentages 

Trade 
8(266) 

2(6.7) 

1(3.3) 

11 (39 .9) 

As Table 4.12 vividly portrays , over the last two yea rs, in each sector we find at least one 

household of microenterprise operators that experienced a shock/stress . The rising cost of 

living was common for all sectors (i.e ., in each sector, there are households that experienced 

the stress) , whi le declining trends in local raw materials and the rising of their price was found 

to be experienced only by operators in the industrial sector The latter is mainly because trade 

and service sectors do not rely on local raw materials as such . The industrial sector is highly 

dependent on raw materials , which include wooden materials for woodwork producers , and oil 

seeds for oil producers . The increasing cost of living was reflected through increased prices of 

food items and fue l. According to the responden ts, "Teff" was reported to be the main staple 

with soaring price over the last few years. 

The livelihood of th e victims of these vulnerab le circumstances wou ld then be said to be 

sustainable if it was able to cope with the circumstances and continued forward without 

damaging loss to assets , activities and capabilities. Both theory and practice reveal that the 

poor adopt various coping strategies against shocks and stresses . 

About 23.3% of the respondents who have reported to have faced with the stress of 

increasing cost of living reduced the major staple, 'Ietf' , in their food consumption as a coping 

mechanism . About 13.3% of them shifted to food items of lower nutrit ional values , while 20% 

II rhe sum \!xccecis the number of sHmpll' industri es ( i. ~ .. ~) because some operators ulldcnn:Il L tllUI ~ [han UIl ..: \hod" ~!JL'::.S. 
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of them resorted to rent out their rooms for extra income (Table 4.13) In so doing , they have 

managed to withstand the stress without damaging loss to their assets , such as selling all of 

what they have including house. In addition, they have also cont inued to carry out the 

activities they engaged in without reducing the scale of those activities . Therefore , even 

though there has been a decline in their welfare in terms of, for instance. reduced 

consumption of better diet, the live lihoods of these respondents have continued to prevail Put 

it another way, the respondents ' livel ihood (a concept which comprises assets , activities and 

capabi lities) has withstood the shocks/stresses and have remained resilient. 

Table 4,13: Coping Mechanisms Adopted by Microenterprise Operators 

Rent out rooms 

Shift to less nutritious food 

Reduced share of staple ('Ieff') in the diet 

6 

4 

7 

20 

13.3 

23.3 

The two respondents who underwent loss of business have also adopted various ways to 

cope with the shock. One of these responden ts undertakes wholesale trade in food , whi le the 

other undertakes wholesale trade in vegetables . The former responded to the shock by dis­

saving , whereas the latter relied on saving and loan from friends to respond to the 

unexpected circumstance. The household that experienced chronic illness of the household 

head also made use of its saving for medication as a coping mechanism . In addition , the 

other fami ly members took on the responsibil ity of runn ing the business . Saving is , thus, an 

important buffer against such an unexpected shock. So is the social capital , which IS 

demonstrated here through loan from relative . 

The decline in the supply of raw materials and the rising in their price are mainly experienced 

by woodwork enterpri se's. According to the information obtained from both the respondents 

and the concerned experts, the operators are lega lly prohibited from using local materials 

such as trees for fea r of acce lerating deforestation, and the resultant environmental 

degradation. As a result , the operators have been purchasing industrially processed wooden 

materials as a raw material That is , argued the respondents , too costly. It is therefore , a 

major stress to the operators . However, as they also remarked , the business is too profitable 

to offset the cost and that is what keeps them in business . Their worry is that a time may 

come when they may not even be able to obtain the industrially processed materials. 
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So far , It has been attempted to show the shocks and stresses that microenterprise operators 

encountered , and how they responded to these shocks and stresses . However, it is 

noteworthy to see two important issues. One is that there were microenterprise operators that 

did not experience the impact of the shocks/stresses in terms of changes in their consumption 

pattern , drawing down savings, etc; and the other is that not all microenterprises provide 

sustainable livelihoods by themselves alone unless they are complemented by other sources 

of living . 

It is well known that the rising cost of living has been a fact of economic life in the country 

over the last few years . However, it is general ly believed that it is not the major challenge for 

everybody as it depends on the degree to which people cope with it. People have different 

coping capacities to the extent that some people may not even feel that they are Victims of the 

problem because of the substant ial income they earn . In this study , too , there are 

respondents who indicated that they did not feel the impact of the rising cost of living . One 

reason for this was associated with the amount of income they earned vis-a-vis their family 

size , wh ile the other reason was the fact that they had diversified sources of income. About 

43 .3% of the respondents of the study have responded that they did not experience the risi ng 

cost of liv ing because the income they earned from their enterprise was substantial enough to 

cushion their family regard less of its size. On the contrary , there were others who , in spite of 

sma ll family size , could not cope with the stress through the income they got from their 

enterprise alone . 

Case Study 2: Solomon's Experience of Coping 

Currently , Solomon says he is earn ing a sizable income from his business that enables 

his fami ly to fulfill its basic needs. He is ea rn ing , on average , a weekly gross income of 

3000Bi rr. The income has enabled his fam ily to upgrade its house into a better state 

than it had been before they engaged in th is bus iness. They were also able to furnish 

their house. In addition , they have already sta rted to make savings at a bank. He 

reported his curren t fin.ancial capital to be nearly 100,OOOBirr. 

"Currently," argues Solomon, "the cost of living is risi ng day after day, but this business 

yields the income sufficient to cope with it. " Accordi ng to Solomon, his fami ly can 

withstand a mild livelihood shock such as loss of business , while it may take some time 

to recover from a drastic shock like damage of property by fire . 
----- ---
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As it can be learned from the case study, the respondent indicates , whi le admitting the 

preva lence of the ri sing cost of living , that his enterprise renders income sufficient to buffer his 

fam ily aga inst the stress. In other words, the enterprise yields sustainable livelihood without 

being com plemented by othe r sou rces of living . 

On the other hand, there are microenterprises that do not provide livelihood that copes with 

shockslstresses in itself. unless complemented by extra sourcels of income. However, this 

shou ld not belittle their contribution. In other words , such microenterprises con tribute to 

sustainabil ity of livelihood provided that there are other comp lementary sources of living This 

can be confirmed by the fol lowing case study . 
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Case Study 3: Coping Mechanism 

Tizita Furi is a widow of four children. She has retail trade shop and she dea ls in various 

consumption items. She said she had started the new business so as to diversify the source 

of her family 's income, which would complement the monthly salary earned by her spouse. 

The source of her initial finan cial cap ital was her own savings and contributions made by her 

husband. As fortu ne wou ld have it, she lost her spouse to death , which undermined her 

family 's income, as his sa lary was reduced to mere pension . Her husband was the main 

bread winner of Tizita's fam ily before his sudden death. The death of her husband was the 

most striki ng shock to her family giving rise to income shock . Now, Tizita has taken over the 

responsibility of serving as her family 's head . 

Before she started her current business , she used to bake "injera " on a contractual basIs for 

different households who paid for her service. "The income from this business ," said Tizita , "is 

by no means sufficient to cover all the necessary financial requirements of my family." Three 

of her ch ildren are in school, which means that she has educational expenses. 

According to Tizita , retail trade is not a profitab le undertaking like other businesses. To 

substantiate her argument, she mentioned that there was limited market for the items she was 

selling. She went on to indicate that she Just waited for customers to come to her shop and 

buy the items. She did not make any saving. Like the other respondents , she also indicated 

that the rising cost of living was the major stress to her family. In order to cope with the stress , 

she has been renti ng out some of her rooms so that the rental income would complement the 

income from trade . In addition , she sells 'injera ' for additional income. Tizita stressed that the 

income from the retail trade was by no means sufficient to cope with the ever- increasing cost 

of living. She has, thus, engaged in renting rooms and in selling "injera" to be able to cope 

with the stress. 

Tizita 's family was , thus , able to withstand the income shock (due to death of her spouse) and 

the stress (rising cost of living) by undertaking extra sources of income. Due to the diversified 

sources of income, the fam ily's livelihood did not collapse despite the drastic shock and 

severe stress it underwent. The fam ily has not experienced major loss in its livelihood assets 

of any kind , except that it rented out some of the rooms of its house. However, the fact 
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rema ins that , as Tizita underscored , it would not have been able to cope wi th the shock and 

the stress th rough income from its current business if It had not been for the extra income 

from house rent and sa le of "injera ." Yet , the cu rrent business has contributed to the 

con tin ued existence of the fam ily's livelihood. 

4.9 Constraints of Microenterprises 

There is a growing body of literature that revea ls that the microenterprise sector in Ethiopia 

encounters numerous constraints (Workneh, 2007; Andualem , 1997; Fasika and Daniel , 

1997; Getachew and Getachew, 1997) These constrain ts are often there to impede the start 

and the operation of microenterpri ses and thereby undermin ing the contribution of the sector 

This study has attempted to explore the major constraints that microenterprises encounter In 

the study area. 

Table 4.14: Constraints of Microenterprise 

TXfle of C~nstraint Frequency 
Limited Market 24 

Limited Credit Access 23 

Lack of Working Capita l 21 

Limited/Poor Ski lls 7 

Poor Business Management Skill 7 

Poor Book-keeping Practices 27 

Limited Supply of Raw Materials 5 

Poor technology 3 

Lack of Government Support 27 

Lack of NGO Support 26 

Poor Infrastructure 28 

Lack of Working Premise 22 

Lim ited Loca l Purchasin g Power 23 

Source .· Own Survey (2010) 
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It IS clear from the above table that microenterprises in the study area have been faced with a 

number of constra ints. The important point to note here , however, is that each 

microenterpri se operator has attached different weights to each constrain t. For instance, of 

the respondents who mentioned limited market as a constraint, 43 .3% of them have ind icated 

that it was a minor problem , 10% of them have indicated that it was a serious problem, which 

they could not solve , and 3.3% indicated that it was a problem that cou ld be solved . 

About 26.7% of the operators who mentioned limited credit access as a constraint labeled it 

as a minor problem. For 6.7% of them , it was a problem wh ich could be ameliorated while for 

43 .3% of them it was a problem which they were unable to cu rb. Lack of working capital was 

a minor prob lem for about 47% of the respondents who mentioned it as a constraint , wh ile it 

was a problem wh ich could be solved for 3.3% of them . For 20% of them , it was a serious 

problem which they could not solve. For the 23.3% of the respondents who mentioned limited 

skills as a constraint, the constraint was found to be a minor one . This was also true for those 

who mentioned poor business management skills as a constraint. 

Seventy-seven percent of the respondents indicated that poor book-keeping practices was a 

serious problem which could not be solved , while 13.3% stated that it was one which could be 

solved . Limi ted supply of raw materials was found to be a major problem for mlcroenterprises 

in the industrial sector, who emphasized that it was a serious problem to curta il. About 80% of 

those who pointed out lack of government as a problem referred to it as a serious constraint 

that they could not reso lve . About 50% of those who cited lack of NGO support as a 

constraint pointed out that it was a problem which they could not solve . 

Poor infrastructure was a constraint which was mentioned by the overwhelming majority of 

the respondents. However, it was cited as a minor problem . This could main ly be because of 

the fact that the major infra structural problem was that of power black outs on some days of 

the week. According to the respondents , there were improvements In the daily supply of 

power this year. Lack of work ing premise and limi ted purchaslllg power of the local 

consumers were also major constraints identified in the study. About 17% of the respondents 

who mentioned the former constraint indicated that it was a serious problem to solve . About 

43 .3% of those who mentioned the latter indicated that it was beyond their capacity to solve it. 
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Chapter Five: Conclusions and Policy Implications 

5.1. Conclusion 

This study has dealt with the contribution of microenterprises to the sustainable livelihood of 

the households of their operators . The Sustainable Livelihoods Framework has been used to 

analyze the dynamics of the livel ihoods rendered by microenterprises. The Framework was 

initially developed to serve as a framework for analyzing rural livelihoods. Consequently , it 

has dominantly been employed in the analysis of ru ra l livelihoods . Recently, however, there is 

a growing recognition that it can be applied to the analysis of urban livelihoods with 

modifications that particularly gear toward its components which represent the distinction 

between rural and urban settings. This study cou ld, therefore , be taken as a success story In 

the sense tha t it has employed the framework in the urban context, proving that it can be 

adapted to analyze the dynamics of urban livel ihoods . 

Like their rural counterparts , urban households (those engaged in microenterprises , in 

particu lar) combine various livelihood assets (capitals) , which include financial capital 

(savings , loans , financial and gifts) , social capital (kinship , fri endship , networking, and 

membersh ip) , physical capital (power, machines , telecommunication . etc) , and human capital 

(skills and better health) to pursue a certain livelihood strategy/activity in different contexts. 

The access to these assets is mediated by various organizations . institutions/policies and 

social relations 

The dominant livelihood strategies pursued by urban households engaged In microenterprsies 

include wage employment, self employment, house rent, and diversification . Diversification . III 

the urban context , involves engagement in two or more of the other strategies , e.g., self 

employment and house rent. 

The major desirable livelihood outcome that urban households engaged in microenterprises 

draw from their respective livelihood strategies was found to be better income. The other 

livelihood outcome for the microenterprise operators is reduced vu lnerability that results from 

new employment opportunity in microenterprise business, diversified sources 'of income, and 

improved income-generating skills . Improved food security is another livelihood outcome that 

they realize as a resu lt of their engagement in their enterpri ses . 
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The rising cost of living , loss of business , illness and the death of household heads, declining 

supply of local raw materials and the rise in their prices are the major livelihood 

shocks/stresses faced by urban households engaged in microenterprises . In order to cope 

with the rising cost of living , these households adopt various mechanisms, which include 

renting out rooms , reducing consumption of the staple food item with soaring price , and 

shifting to less nutritious food items. 

The shock of loss of business and ch ronic illness of the household head is counteracted by 

dissaving and loans from friends and re latives . In urban livelihoods , saving is , thus , an 

important buffer against such an unexpected shock . So is the social capital , which is 

demonstrated here through loan from relative . By adopting various coping mechanisms, 

households who experience livelihood shocks/stresses rescue their assets , business activ ities 

and capabi lities from co llapse . 

Microenterprises contribute to the sustainability of the livelihoods of the households of their 

operators in two ways, vis , by providing sufficient income that would buffer the households 

aga inst shocks/stresses , and by complement ing other sou rces of income in case they 

(microenterprises) are unable to provide the coping capacity by themselves . In either case, 

microenterprises contribute to the sustainability of the livelihoods of their operators . 

Microenterprises, thus , contribute to sustainable livelihoods in the context of a small town 

such as Woliso , albeit with varyi ng degrees, provided that they provide sufficient income 

capacity, and are complemented by extra source/s of income. 

The microenterprise sector is constrained wi th a number of factors . The major constraints of 

the sector include limited market , limited credit access , lack of working capital. lim ited skills . 

poor business management skill, poor book-keeping practices , limited supply of raw 

materials , poor technology, lack of government support, poor infrastructure, lack of work 

premise and limited local purchasing power. 

5.2 Policy Implications 

In order for microenterprises to contribute much to the sustainabil ity of the livelihoods ot the 

households of their operators , the following measures deserve attention and consideration 

,. Expanding credit access by minimizing or removing the hurdles (the hurdles include the 

different criteria set by financial institutions as they provide loans, e.g. , collatera l 
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requirement, the requirement that borrowers must form a group to get loans, duration of 

grace period , etc) 

, Undertaking measures that improve the macroeconomic stability to reduce the impact of 

inflat ion which gives rise to the rising cost of living 

, Solving prob lems related to market access along the va lue chain (ie problems occurring 

at input supply, production , distribution and final consumption) . 

, Undertaking train ing and means that encou rage entrepreneurship , i.e. , innovation , risk­

taking in business , etc. so that people do not go in to similar businesses excessively , 

emu lat ing each other 

, Providing trainings that improve the sk ills of microenterprise operators, their book­

keeping practices, business management skills , saving cu lture, and Income 

diversification 

, Improving the supply of physical infrastructure such as the supply of power on a daily basis 

, Facil itating easy access to work premise 

, Priority shou ld be set In undertaking interventions in the area of microenterpnses by 

co nsidering their potential viability as profitable businesses . 

, Finally, it is worth indicating that this study has been devoted to explore the contrib ution 

of microenterprises to sustainable livelihoods within the Sustainab le Livelihoods 

Framework . It has not thorough ly gone into the conditions of the sustainability of the 

livel ihoods of the households engaged in microenterprises. It is, thus , imperative to 

investigate the factors determining the sustainabi lity of the live li hoods of households 

engaged in microenterprises Further resea rch is thu s recommended to fill this gap 
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Appendix 

Survey Questionna ire 

Name of Enterprise: ____ _______ _ 

A. Identification of the Responde nt 

1. Name 2. Age 

3. Sex D D' 

' t . Marital Status 1. Single 2. Ma rried 3. Sepa ra tcd 4. 

Divorced 5. Widowed 6. Othe r (S pec ify) 

5. Educational Status 

1. Can 't read and writ.e 

8) 4. Seco ndary (9- 1 0 ) 

2. Lower Prim a ry (1-4) 3. Upper primary (5-

5 . Pre pa ralory (1 1- 12) 6.Techn ical 

a n d Vocational Edu cational Training (TVET) 7. Higher Education 

6. [I' your response to question No. 6 is 'Higher education,' what IS the 

educa tional award ') 

1. Certi ficate 2. Diploma 3. Degree 

7. If you response lo question No.6 is 'Higher edu calion ,' what is yo ur field of 

s ludy? _ .. ___ . __ . _._ 

B. Enterprise Characteristics 

8. What mOlivated you to engage in this enterprise? 

I . To d iversify income 2. Unemploymen l 3. Family poverty 4. The 
bu s iness is profilable 

5. Previous ex perience 6. In h e riled from fami ly 7. Oth er 

(S pecify) . 

9 . If yo ur respon se to question No . 8 is T he need lo dive rsify income ,' what 

o the r business arc you undcrtaklllg') 

10 . When was the establi shment of you r business ') In 

E.CjGC 

11. Wh ere is l h e work p remise of your business? 

I. Within home 2. Inde pen dent. p rem ise 3. With in com pou nd 

4 . Other (Spec ify) 

12. If you r allswer to question No. II is 'Independent prernise,' how did you get it ? 



1. Rented 2. Given by gove rnm ent 3 . Given by relative 4. Own construction 

5. Oth er , s pecify __ 

13. What was you r occu pation befo rc you started the business? 

I. S tuden t 2. CovernmenL employee 

business 

3. Daily laborer 4. Ru n anothcr 

5 . Unem ployed 6. Working for a private business owner 

7. Othe r , s pec ify _~_ ~ 

14 . Wh at is th c owne rship s tatu s of the ellle rprisc? 

1. Private 2. Family ownership 3. Group ownership with non ~ family member 

4. Other (Spccify) __ _ 

15. What is the primary ac tivity your ente rprise is cngaged 

In 

16 Wherc do you ge t raw mater ials/inputs') 

I . Buy from local markc ts 2. Im por t 3. The materials arc processed 

by th e en tcrpri se itself 4. Other (Specify) 

17. What is you r view of t h e pri ce o f raw materia ls/i nputs? 

1. Extremely cxpensive 2. Reasonable 3. Ch cap 4. Don't know 

18. How do you rate th c trend o f the amount of goods and/or services your 

c nterprise is currcntly producing per day? 

1. Increasing 2. No c hange 3. Decrcasin g 4. Don't know 

5. Fluctuates 

19. What is you r view of the technology you r enterprisc is cu rrently using? 

1. Highly modern 2. Somewhat modern 3. Backward 4. Obsolete 

5. Don 't kn o\\' 6. Not applicable 

20. Do you think that usc of obsol e te tech no logies in produ c tion has negative 

im pact on your bu s iness'? 

I . Yes 2 . No 3. Don 't know 

2 1. If your respo n se to ques tion No. 20 is 'Yes,' do you oftcn re placc obsolete 

productio n materials with new ones') 

I Yes 2. No 3. NOI applicable 

22. If your a nswcr to qucstion No. 21 is 'No ,' w hy don't you rcplace obsole te 

m aterials with new ones? 

I . It is too cosLly 2. No su fficicnt profit 3. Difficult to find new malerials locally 



4. Ignorance of the need to replace obsole te materials with new ones 

5 . Other (specify) _______ ._ 

23. Where do you sell you r product/service? 

1. At: local markets in the town 2. Outside the town at neighboring markets 

3. In Addis Ababa 4. Expol"t abroad 5. Other (Spec ify) 

24. If yo ur answer to question No. 23 is 2,3, a nd /or 4, how do you t ransport 

the goods') 

1. Using own vehic le 3. Buyers transport 4. Other (Specify) 

2. Usmg rented truck 

25. If your answer to question No. 24 is 2, is the rental price affordab le wit.hout 

a ffectin g the profit of you r business? 

I. Yes 2. Nil 3 . Don't know 

26. Do you think that there is sufficient market demand for your product? 

1. Yes 2 . No 3. Demand fluctuates 4.Don't know 

27. What is your source of information in you r business activities? 

1. Neighbors involved in sinlilar business aClivity 

offices 

2. Experts at government 

3. Custom ers 4. Market survey 5. f'ricnds 6. Wait for customers 

to eome to my business 7.0 ther , specify .. "_ __ _ __ _ 

C. Physical Capital 

28. Is electricity very important to your business? 

1. Yes 2.No 

29. If your response to question No 28 is 'Yes', h ow do you describe the daily 

supply of power in a week? 

I. There is power every day 

ava ilable for mos t of the week 

2 . Electric breakdown on some days 3. Not 

4. Not available en tire ly 

30 . Do yo u have telecommunication service in your home') 

I.Yes 2 . No 

31 . Do you have telecommunication service in your business') 

I.Yes 2.No 

32. What is your op'lllon regarding the importance of the availability of 

telecommunication se rvice for your business activities? 



I. Extremely impor tant 2 . Imp0rLant 3. Not important 4 . Don 't know 

33. How do rate thc transportat ion I'acility (such as road infrastructure , 

availab ili ty of transportation , etc) in thc town? 

I . Best 2 . Very Good 3 . Good 4. Bad 5. Worse 6. Worst 

34. Do you think th ere is a dequate supply of wa ter in the town? 

I . Yes 2. No 3 . Don 't know 

35. Is water very important for yOU t' business activitie s? 

I . Yes 2. No 

36. If water is ve ry important to your business, do yo u get adequate supp ly of 

wa ter each day') 

I . Yes 2. No 

37 . What is your source of water? 

I. Tap inside the house 2. Tap in the compound (private ly) 3. Tap inside 

co mpound (s hared with neighbors) 4. Tap ou tside compouncl (shared) 5 . 

Tap outside compo'und (publ ic ta p- Bono) 

sou rce (we ll , spring, river , etc) 

7. Other, specify _. _ _ . 

D, Financial Capital 

6. Unprotected water 

38. How much was the initial fin ancial capital of your business'? Birr . 

39. How much is your current financ ial capit.a]') Birr. 

40. What was the sou rce of your initial capi ta]') 

I . Loan from banks 

2 Loan from Micro- fi nancial Institutions (MPls) 

3. Loan from rela t ives 

4 . Previous Savings 

5. Financial gift 

6. Sale of assets 

7. Loan fro m friend s 

8. Transfer from family 

9 . /qub 

10. Other (Please s pecify) 

• t " 

, ' 
3 " .L1 )1. :"1 ,.. '. 

Ey t1'OI"A 



41 . If you r response to qlle~lion No. 40 is 'Financial gifl .' \"\lho gave you the moncy':l 

1. Family tra n s fer 2 . NCO :3. Loea l government body 4 . Friend 5. 

Re la ti ve 6. Other , speci fy 

42. If your answer to q uestion No. 40 is 'Loa n from banks,' 

1. Indi vid uall y 

2. With other borrowers forming a group 

3. Other, specify ___ _ __ . __ 

43. 'Loan from MFls,' how d id yo u borrow the money? 

1. Indiv idually 

2 . With other borrowers fo rmin g a group 

4 4 . Jf you r answer to qu es tion No. 40 is 'Loa n from banks,' we re you asked for 

collatera l? 

I . Yes 2.No 

45. If you r response to qu estion No. 44 is 'Yes,' what was t.he co ll ateral? 

46. If your re s po n se to quest.ion No . 44 is 'No ,' wh y were you exe mpted from 

the co lla tera J? 

1. The a mount of the loan was bellow that which requires collateral 

2 . The bank does not require co lla tera l 

3. Other (Please s pecify) 

47. Do yo u think you get the amount of initial financial capita l yo u needed to 

stan your business? 

I. Yes 2. No . 3. Don't remember 

48. Arc you fac ing a problem of working capital? 

1. Yes 2. No 

49. If you r response to Question No. 48 is 'No', what is th e source of your 

wO l' king ca pitaP 

1. Own saving 

2. Loan from banks 

3. Loa n from MFI's 

4. Financial support from governmen t 

5. Fina nc ial s upport from non -governm enta l orga nization 

6. Other, please speci fy 



E. Human Capital 

SQ. \What is th e form of management of your business') 

I . Own e r m a nager 

4 . Other, s pec ify 

2. Hired manager 3 . Managed by family member 

5 1 . If you a re the manager of your business, do you think you have the 

nc <f ssary knowledge and s kills to manage the busine ss') 

I. Yes 2. No 3 . Don't know 

S21f your response to question No. 50 is 'Hired m an a ge r ' o r 'MDnaged by 

fal ily member,' what is the eduealional level of lhe manager') 

I, Can 't read and write 

I . Lower primary (1-4) 

l. Upper primary (5-8) 

f . Secondary (9 - 10) 

). Preparatory (I 1- 12) 

[,. TVET 

7. Higher edu cation 

8. Other, s pecify _. __ . _______ _ 

,; . If yoLlr res ponse to quest.ion number 52 is 'Higher edu cation , ' whal is the 

uC3lionai award'? 

I. Ccrtifica te 2. Diploma 3 . Degree 

L Do you think that you have any heallh problem that hinders yo u as yo u 

~rry out you r bu s iness activities? 

I . Yes 2. No 

6. If your response La queslion to No . 54 is 'Yes', what ty pe of di s ease arc you 

u ffering from 
') 

6. Does anybody work in g in yo ur business s uffe r from a disease that hinders 

;,em a s they carry out your business activilY? 

1. Yes 2. No 

;7. If YO Llr answer to question No. 56 is 'Yes ', what ty pe of disease is 

l 
') 

; 8 . Do YOll think you are hea lthy enough to carry alit yo ur day to day business 

.l ctivily? 

1. Yes 2. No 3. Don't know 



F. Social Capital 

59. Do you have a linkage with o ther similar or different enterprises? 

1. Yes 2. No 

60. If you response to question No. 59 is "Yes", in what ways do you link with 

other enterprises? 

1. Through market (buy produ cts/in puts from and sell these to) 

2. Exchange of market information 

3. Training 

4. Oth e r , specify 

6 1. Do you have linkage with con cerned local government offices') 

I.Yes 2.No 

62. If you link with' local government offices , in wha t ways do you link with 

them? 

1. Receive training 

Technical advice 

2. Material support 3. Financial Support 

6 3 . Arc you ,-egularly networkin g with your customers') 

1. Yes 2. No 

4. 

64. If you regularly networking with your custome,-s, do YOLi think Y OLi arc 

benefiting from the networking? 

I. Yes 2. No 

65 . If your response to question No . 64 is 'Yes ', how do you benefit from ht e 

networking') 

I. I have maintained my custom ers 

2 . I am always aware of my customers' interest/ taste 

3. Transaction cos t reduced 

4. [ h ave built trust 

5. Other , specify 

66. Arc there NG O's in your operationa l area') 

I. Yes 2. No 

67.[fyour response to question No. 66 is 'Yes ', do you network with them? 

1. Yes 2. No 

68. If you network with NCO 's , in what ways do you do that? 



1. I ge t training 2. Material su pport 3 . l"inancial support 

4 Technical support 5 . Other, specify 

69. Do you fe el a ny threat of theft or robbery ') 

1. Yes 2.No 

70. If the re is any threat of robbery, how do you protect yourself? 

1. Hire gu ard 

Other, specify .. _ 

2 . There is stron g police vigi lan ce in the town 

71. In general , how do you sec the socia l s ta bility/security of the lOwn? (in 

terms of enabling or constraining your business) 

1. Extremely reliable 2. Moderately reliable 3. Not reliable 4. 

Unpredictable 5. Don't know 6 . Other, specify __ 

3. 

72. Ha ve you received a ny support from fam ily, re latives, friends or e lsewhere 

when you started this busincss? 

I.Yes 2 . No 

73. If your res ponse to question No. 71 is 'Yes', wh at kind of support have you 

received? 

1. Being introdu ced to the business 2 . In herita n ce of business 

3. Finan cial support 4. Other , specify 

74. Are yo u a mem ber of Jqu.b') 

I.Yes 2.No 

75. If you are a m ember of Iqub, have you ever recei ved credit. service from the 

association to u ndertake you r business') 

1. Yes 2. No 

76. Do you think building relationships is helpful in running business? 

1. Yes 2 . No 3 . Don 't know 

G, Information Regarding Income /livelihood outcomes 

77. How do you com pare the income yo u u sed to receive before you opened 

this business with the income yo u are now earning? 

1. No change in my in come 2. Higher income before th an now 

3. Higher incom e now than before 4. Don 't k n ow 5. Other, specify 



78. The average monthly income you arc earning from your current business 

over the last two years. has been -

I. Increasing 

2 Decreasing 

3. The same 

4. Fluctuating 

5. Do n 't know 

79. If your response to que stion No. 78 is 'In c reasing,' wha t do you think is the 

major reason? 

I . Profitability has been increasing 

2. New business is opened 

3. Expansion of existing business 

4. Selli ng priee is increasing 

5. New market access 

6. Increased d emand 

7. Don't know 

8. Other, specify 

Note: More than one answer is possible. 

80 . If the response to question No. 79 is 'Pro fi tabili ty has been increasing,' 

what is the major reason for profitability to increase? 

I. Decreasing costs of production 

2. Increasing prices 

3. Inc reasing output per unit of inputs used (increased produ ctivity) 

4. Don'L know 

5. Oth er , specify 

Not.e: More than one answer is poss ible . 

81. If your answer fo r question No . 79 is 'Se lling price is increasing,' what are 

the major reasons? 

I. Lack of substitutes for the product/service 

2. Increased quality of product/service 

3. In creased demand 

4. Don 't know 

5. Other , s pecify _ 



Note: More th an one answer is poss ible . 

82. If your in come from this business is decreasing, what are thc major 

reasons? 

I. Redu ced profitability 

2 . Reduced pri ces 

3. Reduced demand 

4. Don 't know 

5. Other, spec if), 

Note: More than one answer is possible. 

83. What changes have taken place in your and your family's life since you 

s ta r ted th is business? 

1. Nut ri t ion improved 

2. Able to send chi ldren to sch ool 

3. New asset c reation 

4. Savings inc reased 

5. Able to finance medical expense when a household mem ber gets sick 

6. I don 't wan t to tell 

7. Other, specify, ~ ____ _ 

Note: More than one answer is possible. 

84 . If your response to question No. 83 is 'New asset creatio n ,' what new assets 

have you created? 

J. House (constructed) 

2 . I-louse (pu rchased) 

3. ,Jewels 

4. Livestock 

5. Household furniture 

6. I don 't want to tell 

7. Other, specify ______ ~~ __ 

Note : More than one answer is possible. 

85. If a hOLlse was constructed , how many rooms docs it have? 

1. One room 

2. Two rooms 

3. Three room s 



4. More lhan lhree rooms 

86. jf your answer to quesLion number 84 is" House (cons lru cted)", what is 

its wa ll type'? 

1. Mud and wood 

2. Bricks 

3. S lone 

4. Blocket 

5 . Other, plea se spccify 

87. If your response to queslion number 84 is "House (constructed)", what is 

its roof made of? 

1. Corrugated iron s h eet 

2. Thatch /s traw 

3. Concrelc 

4 . Other, spec ify __ 

88. If you r an swer to question number 84 is" House (pu rchased)" , 

i lS wall type? 

1. Mud and wood 

2. Bricks 

3. Stonc 

4. Blocket 

5. O ther, please s pecify 

what is 

89. If your answer to question number 8 is" Hou se (purch ased)" , what is ilS 

wall type? 

1. Corruga ted iron sheet 

2 . Thatch/straw 

3. Concrete 

4. Other, specify __ _ 

90. If yo u werc able to construct a house , what faciliLics does it have') 

I . Priva te Bathing facility 

2. Pnvate Toilet 

3 . Private Kilchen 

4. Olher , s pec ify 

I 
I 



91. Have you ever diversified you r investment into activities other than th is 

busin ess? 

I. Yes 

2. No 

3. Don 't want to tell 

92. If your respon se to quesLion number 91 is 'Yes', wh a t type of business IS 

i t~~ __ ~_. 

93. Have you ever inves ted in agr ieu lLure in the nearby rural area? 

I. Yes 

2. No 

3. Don 't want tell 

94. 1f you r answe l- to question 93 is 'Yes ', in which type of ag ricultural activity 

have you invested? 

1. Livestock 

vegetables 

2. Oil seeds prod u ct ion 3. Production of fruits and 

4. Production of .cereals 5. Tree p lan t ing 6. Fallen in g 7. Other, 

specify _ _ _______ . __ 

95. If your answer fo r question No. 83 is 'Savings increased ,' what type saving 

is it? 

I. Volunta ry 

com p u I sory 

2. Compulsory 3. Both vo luntary and 

4. Other, s pecify 

96. How mu c h was your first saving? _ Birr . 

97. How much is you r current saving-) _ Birr. 

98. Where do you make your saving? 

I . At banks 2. At micro- financial institution 3 . At home 4 . 

Give it to fr ie n ds and/or relatives 5. Lending up on interest 

6. I d on 't want to te ll 

7. Other , specify 

99. Why do you ma ke the saving? 

1. Expand existing business 2. Undertake n ew business 3 . Old age 

security 

4. For safety purpose 5. To earn in terest income 6 . To 



buy/ buil d a house 

7 . To buy hou seho ld durablcs 8. Other , specify 

Not.e: More th an one answer is possible. 

H. Questions on Vulnerabiltiy (shocks, stresses and trends) 

100. Do you rem ember any wors t. event in your life since yo u began th is 

business') 

I . Yes 2 . No 

10l. [fth e a n swer for question No . l Oa is 'Yes,' what wor st even t did occur to 

your family'? 

I. Famine 

2. Food shortage 

3. Price rise for consum ption goods (innaLion or increasing cost of living) 

4. Loss of business 

5. Illne ss of household head for long period of time 

6. Death of hou se hold head 

7. Other , specify 

102. Has th e incon:lC from your business he lped you in coping with worst event 

as th e oncs m en tioned under question lOP (If any) 

I . Yes 2 .No 

103. If your response to question No. 102 is 'No ', how did you cope with the 

event") 

1. r~cnting out some rooms 2 . Sh ift to less nutritious food item s 

3. Reduced share staple with soa r ing price (e.g.) teff 

4 . Draw down sav111gs 5. Loans from relative 6. Loans from friends 

I'lel icf support 8. Others, speeify __ _ 

7. 

104. Were you compelled to sell household asse ts to cope with WO I'st event as 

the ones mentlOneci under question 401-? (If any) 

l. Yes, because the income from my business was not big enough to do so 

2 . No, because income from th is business was large e nough t.o deal with the 

problem. 



3. No, I managed to eke out the meager income 

4. Have another source of income 

5. Don 't remember 

6. Other , specify 

105. I f your response to quest ion No.1 04 is 'Yes ,' were you compe lled to sell 

all of your household assets? 

1. Yes 2. No 

106. If your answer to question to No.1 05 is 'Yes ,' how did you re -build your 

d e pleted assets? 

I . Through s upport from government 

2. Through support from relati ves 

3 . Through support from friends 

4. Through credit from banks 

5. Through loan from m icro fina ncial institution 

6 . Through support from non -government organization 

7 . Through income from this business 

8 . Othe r , specify 

107. If no worst event ha s occurred hitherto , do yo u think th e Jrt COIllC yo u earn 

from your business will buffer you and your family if any of these events 

occur? 

I . Yes 2. No 3 . No t s ure 4 . Depend s on its exte nt 

108. If no worst event has occ urred hitherto, do you think your b US iness has 

e nabled you to create assets that will buffer you and your family if a ny of these 

events occur? 

1. Yes 2. No 3. Not sure 4. Depends on its extent. 

109. Do you and your household fee l less secure of food s h ortage more toda y 

than before you started this business? 

1. Yes 2 . No 3. Don 't know 

I 10 . How d o you think is the tre nd in the supply/ availability of loca l ra w 

m at.e ria ls for your business ? (If a pplica b le ) 

1. Decrea sing from time to time 2. Increasing 

3 . No change in the supply of local raw m a tcnals4 . I don not kn ow 

5. Other, please s pecify_ _ . 6 . Not Applicable 

., 



1 11. The price of ,'aw mater ia ls for your business is 

1. Increasing 2. S hows no cha nge 3. Decreas ing 

4. Oth er. specify, 

112. How do yo u describe the income you earn from your business com pared 

to the size of your house h o ld? 

1. Sufficient because the s ize of t.he household is s mall 

2. Not sufficient because the size of the house hold is big 3 . Don't know 

4. Su ffi c ient d espite large family size5. Not suffic ient despite small fami ly 

size 

6. Other , please s pec ify 

I. Organizational/institutional Support 

113. I-lave yo u rece ived any su pport from the loca l governm ent') 

1. Yes 2. No 

114. If any support has been received from the local governmenl, wha t kind of 

support have you received? 

1. Training 

2. Business developm en t service 

3. Finance 

4. Work premise 

5. f ac ilitating trade fairs and bazaars 

6. Other , specify 

Note: More than a n answer is possible . 

11 5. Has any su pport been received fro m non -governmental organization ') 

I. Yes 2 . Nfl 

11 6. If your answer to question to 44 is 'Yes,' what was it? (More than one 

answer is possible) 

I. Tra ining 

2. Business development service 

3. Fi nance 

4 . Materials 

5. facilitatin g trade faire s and bazaars 

6 . Other, speci fy 



117. I-lave you ever heard of a policy/ strategy formulated by the government 

regarding micro and small scale enterprises') 

I.Yes 2.No 

118 . 11' your answer to question number 46 is 'Yes,' the policy is: 

1. Favourable to my business 

2 . Not favourable to my business 

:3. Partly favourable and partly unfavourable 

4. I can't evaluate 

119. Has any health hazard occurred to those undertaking thi s business') 

1. Yes 2. No 

120. If your response to question No. 119 is 'Yes', what type of hcalth hazard 

has occurred') 

I. Minor damagc 2. Mu tilation of a part of the body :3 . Severe 

damage 4. A part or the body has been broken 5. Other, 

specify 

121 . Is Lhe re chronically illmcmber in your household '? 

1. Yes 2. No 

122. lfyour response to question No. 121 is 'Yes', do you often spend much of 

your income for medication? 

1. Yes 2. No 

12 :3. If your response to question No. 122 is 'Yes', do you think that the 

medical expense robe you or the financial ab ility to rulfill the needs o f your 

household other than that othcr than health related needs') 

1. Yes 2 . No 

124 . Have you or your household ever taken so much loan that you were not 

able to repay? 

1. Yes 2. No 

125. If your response to question No. 124 is 'Yes' , do you think that the loan 

robs you of your ability to fulfill your and your household needs as you strive 

to repay it? 

I. Yes 2. No 

126 . What is your family size'? 

127 . Number or people employed in your business 



128. Are there mic r·o-finan c ial in stitutions in your arca') 

l. Yes 2. No 3 . Have no informat ion 

129. Did yo u receive sup port from relative ') 

1. Yes 2 . No 

130. If yes La question No. 129 , wh at kind of support? 

1. Being introduced to bu s iness 

Othe r , specify-__ . 

2. Inherited business 

131. Did yo u reeerve support from a friend? 

I.Yes 2. Nil 

132. If yes to question No. 131 , what kind of support? 

3. Finance 4. 

I. Being introduced to business 2 . Inherited business 3. Finance 4. Other , 

specify~~_ 

133 . Do you have 'ictcti r? 1. Yes 2.No 

J , Constraints 

1. Wh at maj or problems do you th ink your busin ess is currently facing? 

1. Limited market 

2. Lack of working capi tal 

:1 . Limned skills 

4. Poor managem ent of business 

5. Poor book- keeping practices 

6 . Poor manageria l skills 

7. Limi ted credit facilities 

8. Limi ted su pply of raw maLerials 

9 . Poor techn ology 

10. Lack of government and NCO support 

11. Poor infrastructure (wate r , power, road , e tc) 

12 . Restrict ive government rules and regulat.ions (e. g. licensin g) 

13 . Lack oi fa vorable policy support 

14. Lack of work p remise 

15 . Limited local purchasing power 

16. Other, specify 



Questions for concerned Government Officials 

1. How do you explain the overall status of micro-enterprises in Woliso 

town, in terms of employment, income generation, enhancing food 

security, and reducing poverty? 

2. What are the major constraints currently facing micro-enterprises in 

the town? 

3. What supports does your office provide to micro-enterprises? 

4. How do you evaluate the recent trends in the expansion of micro­

enterprises in the town? 

5. Are there private and non-governmental organizations providing 

supports to microenterprises in the town? If yes, what type of supports 

do they provide? . 

6. Do microenterprises pay taxes to the Municipality? If yes, what type of 

taxes do they pay? 

7 . How do you think is the economic development situation of the town 

at present? 8. What opportunities and potentials do you think have been 

created for the development of microenterprises in the town? 
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