



























































































































































































































































Role of Small Enterprises in Housing and Employment

FigureS5.4: Factors affecting the performance of enterprises
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Source: own survey (2009)

5.4 Perceptions of the Public towards the Enterprises

Respondents of the enterprises were asked about the general opinion of the
public towards their enterprises. As depicted in theTable5.7, 22.7% of the
respondents reported that the public consider them as politically affiliated with
the government and do not produce quality products. The general public has
got positive outlook towards the enterprises for 20.5% of the
respondents.20.5% of the respondents indicated that the public consider them

as politically affiliated with the government.
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Table5.12: The Perception of the public towards the enterprises

Perceptions Frequency | Percent
j t)i;n’f produce ‘quality ﬁrbducts - 4 9.1
Underestimation (not considering as work) 3 6.8

Not making profit 3 6.8
Politically affiliated 9 20.5
positive out look 9 20.5
Don’t produce quality products and politically affiliated 10 22.%
Don'’t produce quality products and underestimation 6 13.6
Total 44 100

Source: own survey (2009)

5.5 Prospects of the enterprises

Respondents were asked about what they intend to do in the future.
Accordingly, 34.1% of the respondents indicated improvement of the methods
of production, expansion of the existing work and diversification are the
proposed plans for the future. For about 22.7% of the respondents, scaling up
or expansion of the existing job and moreover improving the methods of doing
the actual works are their future plans.15.9% of the respondents reported they
want to be engaged in a diversified activities in order to minimize risks and to
diversify the income generated. Improvement of the existing methods of
production and diversification are their future plan for the remaining 27.3% of

the respondents.
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CHAPTER 6
SUMMARY, CONCLUSION AND RECOMMENDATIONS

6.1 Summary and Conclusion

Micro and small enterprises play a greater role in the reduction of poverty
through the creation of employment opportunities for many people. The
contribution of these enterprises to income and employment generation was
recognized few decades earlier. They are also serving as important source of
income for the large majority of less educated and less skilled segment of the
population. Recently, the Ethiopian government has given due attention for the
development of enterprises in different sectors. Moreover such measure is
considered as the most effective mechanism to reduce poverty and
unemployment in the country.In spite of the measures taken by the
government to improve the efficiency of micro and small enterprises, their
performance is not comparable to the high demand of job seekers. This is
mainly due to the constraints at the start up and operational levels.

This study has mainly focused on the recently established construction
sector enterprises in Addis Ababa with particular reference to Kolfe-Keranio
sub-city. The study focused on these sector enterprises mainly because it is a
newly established sector that focuses on the construction of low cost housing.
Six enterprises that are engaged in three different sub-sectors have been
selected based on their performance. A total of 44 sampled respondents were
involved in the study. The general objective of the research was to asses the
role of small enterprises in housing construction and employment.

As far as the findings of the research are concerned, with regards to the
profile of the respondents the majority of them are within the age categories of
20-30 years.About80% of the respondents are above primary level education.
For about 31.8% of respondents, the main reason to join the enterprises was to
create their own job. The oldest firms are five years of age and the youngest
was established two years ago. Out of the six enterprises, four of them were

established in 1997E.C in conjunction with the national election campaign
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period (because the government at that time promised to promote the
proliferation of enterprises) and the beginning of low cost housing construction.
About 47.7% of the respondents indicated that the driving force for forming
associations were initiation from the government and their own interest. About
60% of the respondents reported that the contribution of the enterprises do not
make major effect in the standard of living. Partnership is the single most
dominant form of ownership. The majority of the respondents have dependants
who need their full support. For more than 70% of the respondents, their
sources of finance were money borrowed from micro finance institutions.
Almost all of the enterprises have financial recording systems.

Two thirds of the enterprises are using imported and locally produced raw
materials. Most of the enterprises provide their products to the government low
cost housing projects. The government usually decides the selling prices for the
products produced by the enterprises that are engaged in the production of
hollow block and pre-cast beam. Most of the respondents seek assistance from
the government which includes, among others, provision of enough working
premises, facilitation of credit, market linkage with other parties, price
improvement and payment facilitation are the major ones. For About 34.1% of
the respondents, influence made by government officials was the major reason
to be engaged in a particular sub- sector.

As far as the main problems of the enterprises are concerned, 22.7% the
respondents indicated that organizing unrelated individuals in sectors not
assessed by market survey was the major problem encountered during forming
associations. At the operation stage, the top three problems: inability to sell for
other customers (72.7%), high money retention by HDA (56.8%), and being
under the influence of the government (34.1%) are ranked as very severe
problems by the respondents. The skyrocketing of prices is considered as the
main raw material related problems in the enterprises in addition the low
capacity of production is stated as the main problem as far as production
equipments are concerned. Shortage of capital is the main hindrance factor for
improving the production equipments. As far as problems related with working
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premises are concerned, 30% of them indicated there is no major problem. The
rest, 1.e70%, indicated various answers such as shortage of space, problem of
accessibility for transportation and shortage of water. About 47.7% of the
respondents indicated, not paying at the right time and not ordering the right
amount and moreover not having sustainable market are the major market
related problems.

The start up capital of the surveyed enterprises ranges between 35,000-
166,000.Current capital ranges between 55,000-420,000 where working capital
between 10,000-60,000.At the start up stage of the enterprises, mean
employment was 13 workers per enterprise. Current mean employment is 21.1,
workers per firm. The majority of the enterprises show increase in their
employment. About 25% of the respondents get an average monthly income of
birr 600.For about 31.8% of the respondents, the enterprises provide less than
half of the household income.

Over the past six months, the sale and the income of the enterprises were
decreasing due to the fluctuation of the market. Concerning the perception of
the public towards the enterprises, 20.5% of respondents think that the public
perceive them as politically affiliated with the government. As far as factors
affecting the performance of enterprises are concerned, 23% of the
respondents indicated that the most influential factor that affects their
performance is the market linkage. This is due to the policy of the
government to sell their products on a settled price only for the housing
agency. The amount of start up capital, area of the working premise, and
access to credit, training and education also play their own role in
varying degrees in affecting the performance of enterprises.

In general, as the findings of the research reveal the government
institutions particularly HDA are the ones that determine the death and
survival of the enterprises. This is due to the fact that the agency wants
to control the enterprises in every aspects of their activity and does not

let them to be independent and stand by themselves. It seems the
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government wants the continuous attachment of the enterprises at all
times with it in every aspects such as in market linkages, provision of
raw materials and working premises. Since the enterprises that are
engaged in hollow and pre-cast beam production are not allowed to sell
for other customers other than the HDA, they are on a verge of dying.
This act has its own consequence on the rise on the interest of the
borrowed money and as a result the enterprises can not pay the loan and
moreover the micro credit institutions can not recoup their money. Due
to the fact that the HDA decides on the selling price of the products and
force the enterprises to sell with minimum prices as compared to the
market, the enterprises do not get what they should deserve to get.

As far as the individuals participating in these enterprises are
concerned, most of them have their own work and consider working in
these enterprises as their secondary job. This collides with the essence of
establishing MSEs for the youth and unemployed section of the society in
other words do not meet its intended target. In addition to the market
problem, high money withholding as a monitory activity by the agency
makes the enterprises in (hollow and pre-cast) out of working capital. In
one side, the government tried to support the enterprises by providing
trainings, working area, loans and as well as the required machines and
supplies with subsidized prices. But on the other side, do not let them to
diversify, improve and expand the enterprises by forbidding not to produce or
sell their products for other customers and this act made the enterprises not to
operate with their full capacity.

6.2 Recommendations
The advantage of small enterprises lies with the fact that they are requiring
relatively less start up capital, using locally produced raw materials and labor

intensive technologies .These advantages can be maximized if all stakeholders
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in the sector work collaboratively to solve their various constraints and if

conducive internal and external environments are created.

Based on the findings of this research, the following recommendations are

made

>
0.0

7
0‘0

*e

The existing government policy should be revised to provide appropriate
policy interventions in the activities of small enterprises in general and
the construction sector MSEs in particular. In line with this, the adjusted
policy should give them a room to sell their products to other customers.
In addition the policy should also let them to do other activities other
than their primary work for risk minimization and income diversification
during times of low demand of the primary products.

The bureaucratic structure should be adjusted and suited to enterprises
and this should not be the means of time wasting.

The government should create appropriate mechanism to provide their
own working land for the enterprises in the sector as most of them do not
have their own production space. Sustained contribution of enterprises
depend largely on the availability of appropriate working area

Adequate training in the areas of business management, accounting and
technical trainings should be given by the concerned institutions and
agencies.

As the main buyers of the products of the small enterprises in the
construction sector are government low cost housing projects, planning
and implementation of the projects should take into account the
condition of the enterprises in the construction sector. Because they are
the main engines for the success of the project, not addressing their
problems could result in the interruption of the implementation of the
housing project. In cognizant with this the government should sniff the
problems of the enterprises in consistent with the surrounding

environment. For example the selling price of the products should always
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be adjusted with the prevailing market condition so the enterprises get
what they should deserve to get.

*¢ The creation of association of enterprises in the construction sector
should be facilitated. This will help enterprises to solve problems jointly,
to share skills, to share services to each other and to join and promote

themselves to medium and large enterprises.

K/
X

*,

Permanent institutions that will deliver technological support on a
sustained basis should be established.

* Targeted firm level interventions need to be provided. They are vital
mechanisms to insure effective allocation of resources by MSEs in order

to grow and expand their operation.
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RESEARCH QUESTIONNAIRE
ADDIS ABABA UNIVERSITY
RURAL LIVILEHOODS AND DEVELOPMENT STUDIES

Dear respondent, the topic of my research is the role of Small Enterprises in
Urban Housing Development and Employment: the case of Kolfe-Keranio Sub-
city of Addis Ababa. In so doing your Kebele as well as your enterprise is one of
the focus areas of my study. This questionnaire is, thus designed to obtain
information about your perceptions, opinions, experiences and particular
knowledge regarding the role played by your enterprise in housing
construction, the constraints you have faced in maintaining your business and
creating employment opportunity for others. The information you are going to
give will help to assess the role of small enterprises in housing development
and suggest possible solutions. As such the quality of this study depends on
the information provided by you. Whatever information you provided me will be
kept strictly confidential and will not be shown to other persons. Please use a
tick "v™"
May I begin the interview now?

Date and Time:

Respondent number:
Part I. DEMOGRAPHIC CHARACTERSTICS

1. sex of the owner: [ ] Male [ ] Female
2. Age in years?
3. Marital status: [ ] Single [ ] Married
[_| Divorced [ ] Widowed
4. What is your level of education?
[ ] 1. Iliterate []5. 11-12
[ ]2. Read and write [ ] 6.Certificate
[ ] 3. Below secondary school [ ]7. Diploma
[]4.9-10 [ ] 8. degree and above

9. Other (specify if any)

5. Number of dependents




PART II CHARACTERISTIC OF THE ENTERPRISE
To be filled by the enumerator:

Kebele
1. The respondent is?
[ ] 1. Owner [ ]14. Employee
g Cooperative manager [ 1 5. Cooperative worker

[ ] 3. cooperative manager and owner

A. ENTREPRENEUR AND COMPANY INFORMATION
1. How is the organizational structure of your SE organized?
[ ]1. Sole proprietorship
[ ]2. Family based (relatives)
[_13. Shareholder with friends
L 14, Entrepreneur with spouse
5. Other type (specify)

2. When was this enterprise established?

3. What were you doing before you started this enterprise?
[ ]1. Unemployed
[ 13, Daily usage /abuses
[ ] 3.students
[ ] 4. Working in government institution
[ ] 5. Employed in similar business
[ | 6. Operating own business
[ ]7. Working on rapid family business

8. other (specify)
4. Is the previous experience enables you to function the present business?

[ 11. Yes [ ] 2. No

5. If the answer is "Yes" for the above question, in what way?




Have you got any training in production of construction inputs before you

started the actual activity? [ | 1. Yes [ ]2.No
What type of production activity you got training before you started the

activity?

[ ] 1. Hollow block [ ]3. Metal

[ ]2. Wood [ ]4. Pre-cast beam

5. other (specify)

. Does your enterprise have enough production space for running the

business? [ ]1. Yes [ ]2.No
Do you start work after getting the production site?
[[] 1. Yes [ ] 2. No

10. If your answer is "No" for the above question, what is your major reason

11.

12,

13.

14,

for not starting business after receiving production site and explain the
reason why?

[ 11. Lack of adequate knowledge about production

[]2. Lack of enough production space

[_]3. Shortage of capital

] 4. Lack of premises

[ 5. Lack of infrastructure (electricity, road etc...)

6. other (specify)

Does the nature of the work invite more laborers if enough supply of
inputs and customer available?
[ ] 1. Yes [] 2.No
How many workers did you have when you started the business and now?

At the start Now

What is the largest number of temporary workers your association hired?

How is the employment situation in this enterprise?
[ ] 1. Temporary [ ] 3. Self employed
[ ] 2. Permanent [ 4.unpaid family laborer
3. other (specify)




15. How much is your monthly payment by the enterprise?

16. Is your monthly income sufficient to support you family expense?
[ ]1.Yes []2. No
17. Do you believe that this job opportunity improves your standard of living

than the previous life? If Yes, in what ways?

18. How much was your start-up capital?

19. What type of raw materials do you use for the production process?
[_] 1. Locally available materials [ 13. Both
[ ]2. Imported inputs
20. Who are your principal sources of inputs?
[ ] 1. Whole sellers
[ ] 2.large producers
[ ] 3. Smaller retailers
[ ] 4. Smaller producers
[ | 5. Government projects
6. Other (specify)

21. Who are your principal customers for your products?

[ ] 1. Governmental projects [ ] 6. Direct export
[ 2. Whole sellers [] 7. Institutions
[1 3. Large produces [ ] 8. Private users

L] 4. Smaller retailers 9. Other (specify)

] 5. Smaller producers
22. Is demand for your products seasonal?
[ ] 1.Yes [ ] 2. No
23. What type of relationship does the enterprise have with the Kebele
administration?
[ ]1. Registration and license [ 4. Provision of trainings
[_]2. Technical and material supports []5. Loan provisions

- 3. Advisory and counseling service



24. What type of relationship does the enterprise have with the sub-city?
[ ] 1. Registration and license [_] 4. Provision of trainings
[ ] 2. Technical and material supports [] 5. Loan profusion
L] s. Advisory and counseling service 6. other
B. GENERAL BUSINESS ENVIRONMENT

1. How is the current status of the business activity of the enterprise?

[ ]1. Strongly processing (running with profits)

12, Strongly declining (running with losses)

] 3. Struggle to survive (no loss, no profit)

2. Is the enterprise has any plan to be intended in the future?

[ ] 1. Expanding the existing business
[ 2. Start extra business
[ ] 3. Continuing the business at the present situation
[] 4. Changing the business activity

3. How serious are the following problems to your business? (use code : 0 = no

Problems, 1 = minor problems, 2 = moderate problems, 3 = major problems, 4 = very severe

problem)
1 Difficulty in obtaining supplies
2 delays in the delivery of goods by the housing development agency
3 Poor management
4. Payment with holding by the housing development agency
S Lack of enough production space
6 delay of taking the product by contracted projects
4. What is the most important factor that gives your competitors an advantage
over your business?
[ ] 1. Better access to raw materials [] 5. Better location
[] 2. Better product reputation ; [ ] 6. Better access to credit
[1 3. Better capital [ ] 7. Better social network

L1 4. Better access to business information [] 8. Better skill or training
[] 9. Strong relationship among members of the association

[ 10. Other (specify)




5. Do you think you have enough market for you products or services at

current level of production?

L] 1.Yes [12. No
6. Do you have a linkage with other similar or different enterprises in relation
to market? [ 1.Yes []2.No

7. If your answer for the above question is "Yes", in what ways?

8. Do you think the market condition affects you level of production?

[ ]1.Yes [ ]2. No
9. Do you think the market condition affects employment opportunity?
[11.Yes [ ] 2.No

10. If there is "No", future plan. Why?
[ ] 1. Market saturation
[ ] 2. Financial constraint
[] 3.skill constraints
[ 4. Managerial problems
[1 5. Absence of show/display room
[] 6. Shortage of raw materials
7. Other (specify)

11. Which of the following is the most important constraint to the growth/

expansion of this business
[_] 1. Shortage of capital [_]16. Shortage of other inputs
[ ] 2. Shortage of skilled labor [_17. Inaccessibility credit

[ 1 3. In adequate or uncertain market 8. Other

[ 14. Borrowing cost (interest and other costs)
[ ] 5. Disagreement among members
12. Do the constraint /s have its/ their own effect on your employment

number? [ ] 1. Yes [ 12.No

13. Is your response for the above question is "Yes", how it affects? explain




14. During the past 6 months, how much profit per-month did you make on

average?

15. How much was your monthly sales on average during the past 6 month?

16. How was the trend of your sales during the past 6 month?
[ 11. Increasing [_] 3. Decreasing
[]2. Stayed the same [_14. difficult to forecast
17. How was the trend of your profit during the past 6 month’s .Select your

choice from the above question?

18. How do you distribute/share your profits to workers of the enterprise?

[_] 1. Salary payment [ ]3. Equally sharing the profit
[12. Work position [__]14. Based on property share
[ 5. Do you get profit [_] 6. Based on quantity produced
19. Do you think that the profit you get is proportional to the value you add on
yours products? [__] 1. Yes [ ]2. No
20. Do you have other income other than generated from the enterprises?
[ ]1. Yes [ 12.No

21. Why did you choose this particular type of enterprise?
[ 1. The sector has good return
[ ] 2. Because I saw my friends
[_13. Other activities are occupied
[ 1 4.1 could not have sufficient capital to establish other business
[ ] 5. Other (specify)
22. What are the major problems of the enterprises in relation to equipment?
[ ] 1. Breakage [ 1 3. Lack of availability
[ ] 2. Expensiveness 4.other (specify)
23. What is the major problem that hinders the change (improvement) of
equipment?
[__11. Shortage of capital
13 Shortage of operating skill
[ ] 3. Shortage of supply 4.0ther (specify)



24. How much is the contribution of the enterprise to your household income?
|:| 1. Provided all of the household income
[ ] 2. Provided more than half of the household income
[_I3. Provided less than half of the household income
[ ] 4. Provided half of the household income
25. What type of assistance do you need from the local government to improve
the efficiency of your enterprise?
|:]1. Managerial training |: 3. Marketing support
[ ] 2. Facilitation of credit 6.other (specify)

|:] 4. Provision of infrastructure
[ ]5. Access to land
26. Who sets the price for your products?

[ ] 1. Set by government [ ]3.0ther (speeif
[ ] 2. Market
27. Which of the following are constraints to your enterprise, give points for
each (0-no problem, 1-minor problem, 2-moderate problem, 3-major problem, 4-very severe
problem)
o] 1. Complex licensing bureaucracy
I::l 2. Being under the influence of government projects
|:] 3. High interest rate
|:| 4. High collateral requirements
[ ]s. Impossible to sell for other customers
6. Other (specify}—

28. What are the major problems or challenges you encountered in operating
the business?
[ ]1.Lack of markets [ ] 3. Poor technology
[ ] 2. Lack of credit facilities [ ] 4. Lack of skilled personnel
[ 15. Lack of capital

[ ] 6. Competition
l___l 7. Lack of raw materials



29. How is the public perceive your enterprise?
[ ] 1. Do not produce quality products
E 2. Underestimation
[ ]3.Not making profits

4. Politically affiliated

[ ] S. Positive outlook

C. FINANCIAL INFORMATION’S

1. How did you get the start up capital?

[_] 1. Money borrowed from family or friends [15.NGO's

[ ] 2. From government project's [] 6. Formal bank's
[1 3. Micro-credit institutions [17. Co-operatives
. 4. Informal money lenders 8. other (specify)

2. Was it rather easy to obtain financing from borrowing institutions?
[]1.Yes [ 12.No
3. If "No" what has been the major constrains to obtain start-up capital?
[ 1. Lack of information as to where to get finance
[ 2. Inadequate collateral
[] 3. Borrowing process is too difficult
[1 4. Interests are other costs too high
(] 5. MFI don't release money quickly [__]6.problems among members
[ ] 7. Afraid of, I may not be able to repay
4. Did you get any training on financial records or transaction from the lending
institutions?
[ ]1. Yes []2.No
S. If your response for the above question in "Yes", what kind of training you

got? explain

6. Do you think availability of enough loans will create more employment

opportunity? [ ]1. Yes [ 12.No



D. INFRASTRUCTURE

1. How did you acquire the production site on which you start this business?

[ ]1. Owned it [ ] 4. Rented
[12. Inherited [ ] 5. Leased
[Ja, Bought [ ] 6. Given by the government

7. Other (specify)

2. How big is your premise in Sq. m?

3. Do you think you have enough production space for manufacturing and

storing your products? [__] 1. Yes [ ] 2.No

4. If your response is "No" for the above question how could it will be solved?

5. Does the size of the production space affect your employment creation
capacity? [ ]1. Yes [ ] 2. No

6. If your answer for the above question is "Yes", how it affects? explain

7. Do your get enough electric service with out any continuous breakdown?

[]1. Yes []2. No

8. Do you think there is adequate availability of water in this area?
[ 11. Yes []2. No
9. is there adequate transportation facility around your enterprise?
1. Yes [ ]2.No
E. EDUCATION, SKILLS AND TRAINING
1. How has education/experience influenced your entrepreneurial career?
[] 1. Strongly supported my entrepreneurial career.
[ 2. Influenced my entrepreneurial career positively
[] 3. Had a negative influence on my entrepreneurial career
[ ] 4. Impeded my entrepreneurial career

[ 1 5. Had no influence on my entrepreneurial career.
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2. Looking back to your education/experience/practice skill, have you
acquired from your business education career?
[ ]1. Technical training [] 2. Business management
[_] 3. Business skills training
[_]4. entrepreneurship
[ 15. Marketing Management
[ 16. Accountancy and Bookkeeping
7. Other (specify)

3. Did you receive any business support (worships, training, advice business

counseling, monitoring etc.) before or during the star up phase of your
business? [ ] 1. Yes [ 12.No
4. If "Yes", on which particular subject have you been trained, monitored or

counseled? (code: 1= Yes, 2 =No)

4.1 | Technical training

4.2 | Business management

4.3 | Business skills

4.4 | Marketing management

4.5 | Accountancy and bookkeeping

5. Have these support services been helpful for you and your business?
(] 1. Yes [ ]2. No
6. If yes, which kind of business support service would have been highly
valuable for you (chose from the question No. F4).
QUESTIONNAIRE FOR KEY RESPONDENTS

1. Are there any policies and strategies on MSEs development that is

practically implemented in Ethiopia, in general and in Addis Ababa, in

particular?

2. Is there any institutional structure that is in charge of the execution of

policies and strategy?

3. If you answer is "Yes" for question No 2, do you think the structure is helpful

to successfully promote MSEs?
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4. What are the major challenges that impede the execution of policies and
strategies?
5. From which government bodies do MSEs get support principally?
6. Could you explain the major challenges in credit provision and return?
7. Why do you think the already registered and delivered institution leave their
production sites in some of the industrial zones?
8. What are the major constraints that impede MSEs from playing their role?
9. What are the problem cited by government bodies for support for questions
raised by MSEs institution and associations?
10. What efforts have been made by governments to search for market linkages
for MSEs? What problems have occurred in doing so?
11. What future prospects of MSEs have in the future regarding the building
premises they owned?
12. Is there any monitoring and evaluation program of MSEs in the
institutional structure? If yes how is that implemented? And what are the
achieved results in the process?
13. How do you describe the general situation MSEs in view of the goal set by
the government in promoting and assuring their sustainability?
THEMES ON FOCUS GROUP DISCUSSIONS

The objective of the group discussion is to air out the challenges and
constraints of micro and small enterprise from stakeholder, in general and the
impact of policies and regulations, the impact of location and space, and the
impact of education and training, in particular. In that connection, issues in
the focus group discussion as they are initiated by the research will be deal in
the form of the following questions:

% What are the challenges of promoting MSEs on the side of the

government?
% How do you think these challenges would be solved? What are the

major constraints of the MSEs operators?
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