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ABSTRACT

Thisstudyhadtheobjectiveofassessingtherolesandchallengesofmicroandsmallenterprises
(MSEs)inurbanemploymentcreationinDebreBerhanTown,AmharaRegionalStateofEthiopia.
Mixedresearchapproachwasadoptedandbothprimaryandsecondarydatawascollected.Thestudy
hadatotalof352respondentswhowereselectedusingsystematicsamplingtechnique.Toolsofdata
collectionwerequestionnaire,interviews,andfocusgroupdiscussions(FGDs).Thefindingsofthe
studyrevealedthatMSEshaveindeedcontributedsignificantlyincreatingurbanemployment,and
ingeneratingincomeofemployees.However,thecapacityofcreatingemploymentandgenerating
incomevariesamongMSE.Whiletheconstructionandmanufacturingsectorshadbetteremployment
creationandincomegenerationcapacity,tradesectorwastheleastincreatingsuchopportunities.
ThechallengesofMSEs inemploymentcreation include lackofadequatefinances, inputs,poor
organizationalstructureandmanagement,poorgovernmentsupportandregulations,andtechnological
challenges.
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1. INTRoDUCTIoN

Governmentsacrosstheworldareframingdifferentpoliciesandstrategiesincludingestablishingmicro
andsmallenterprises(MSE)tocreatejobopportunitiesandpullouttheirrespectivecountriesoutof
thetrapofunemploymentandabsolutepoverty(Ermias,2011;Alemtsehay,2016).Theemergence
andestablishmentsofMSEsectorhasbeenseenasaveryessentialandmoreefficientinthenation’s
economyastheycreatejobsandaccommodatemaximumnumberofunemployedcitizens,increase
theincomeofhouseholds,absorblargelaborforce,easilyadoptedandflexibleforlowincomegroups
(Demis,2011;Belayetal.,2015;HassanandKashifbothformalandinformalenterprises,accou,
2016).Besides,thesignificanceofMSEsisattributabletoitshighcapacityofemploymentcreation,
easytoenterandrelativelytogetfinancefromfamilyandmicrofinanceinstitutions,lowstarting
capitalandtechnologyrequirement,useof traditional(inherited)skillanduseof localresources
(Zemenu&Mohammed,2014,pp.149-150;MUDC,2013a,p.12;Lahiri,2016).
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Thegovernmentsofmanyleastdevelopingcountries(LDCs)areallocatingampleresourcesfor
promotingtheMSEsectorbyunderstandingthefactthatthosesectorsareanengineofemployment,
toolsofalleviatingpovertyandtherebyimprovingthelivelihoodconditionofthesociety(Sarpong,
2012,p.15).Apartfromthegovernmentfocusandefforts,variousnationalandinternationalnon-
governmentalorganizations(NGOs)havealsospentconsiderableattentionandresources,directlyor
indirectly,onimprovingtheMSEabilitytogrowtremendouslyatthepeakoftheeconomiccrisisof
the1980sevenexhibiteduniquestrengthinthefaceofrecession(UMFPED,2008citedinMulugeta,
2011,p.12).

AsoftheILOreport(2015),therearearound420to510millionMSEsworldwideandofwhich
80to95percentisinlow-andmiddle-incomecountries.Globalestimatesofthecontributionmade
byMSEstogrossdomesticproduct(GDP)showthatthissector,includingbothformalandinformal
enterprises,accountfor60–70percentofGDP.Thissectoralsoaccountsfor60to70percentofjobsin
mostorganizationforeconomicco-operationanddevelopment(OECD)countries,withaparticularly
largeshareinItalyandJapan,andarelativelysmallershareintheUnitedStates.Thereportdeveloped
byBeckandDemirguc-Kunt(2006)citedinSiyum(2015),indicatedthatMSEsarecontributingto
morethan50percenttoGDPand60percenttoemploymentindevelopedcountriesand17percent
toGDPandlessthan30percenttoemploymentindevelopingcountries.

Likemanyothergovernments,thegovernmentofEthiopiadeviseditsMSEstrategythataimsat
reducingtheproblemofunemploymentinthecountryespecially,intheurbancentersofthecountry
wheretherateofunemploymentisverymuchpronouncedthantheruralareas(MUDC,2013a,p.
12).ThegovernmenthasadoptedNationalMicroandSmallEnterpriseDevelopmentStrategyin
1997(MUDC,2013b,p.26).Then,ayearlater,theFederalMicroandSmallEnterpriseDevelopment
Agency(FeMSEDA)wasestablishedin1998byCouncilofMinisters(RegulationNo.33/1998).

TheprimaryobjectiveoftheFeMSEDAwastoencourage,coordinateandassistinstitutionswhich
providesupportforthedevelopmentandexpansionsofMSEsinthecountryatlargesothatMSEscould
facilitateeconomicgrowth,createlong-termjobs,strengthencooperationbetweenMSEs,provide
thebasisformediumandlargescaleenterprisesandpromoteexport(MUDC,2013b,pp.23-27).

In2000,theRegionalGovernmentsalsoprovidedfortheestablishmentofRegionalMicroand
SmallEnterpriseDevelopmentAgencies(ReMSEDAs)toprovideextensionservicestoMSEsatthe
regional,zonalandweredalevel(StevensonandSt-Onge,2005,p.15).Ithasbeenindicatedthat,
alittlemorethanhalfamillionjobswerecreatedbydifferentsectorsofMSEstothepopulationof
AmhararegionalstateofEthiopia(MUDC,2013a,p.42).Likewise,currently,therearearound1513
establishedMSEsinDebreBerhantown(DBT)whichcreatedemploymentopportunityformany
unemployedpeople(DBTATVEDO,2016).

Besidestotheiremploymentcontribution,MSEsarehamperingbymanyconstraints.Inspiteof
theencouragingoutcomesachievedinsupportingtheMSEsectorinEthiopiaoverthelasttwoyears,
thehigherdegreeofchallengesfacingMSEsisyetunresolvedchallenges(MoFED,2010)citedin
Belete(2016,pp.33-35).Onthebasisofthisfact,theundertakingstudyattemptedtoassesstherole
ofMSEsincreatingemploymentopportunityandtoexplorethechallengesfacingthissectorwhile
theycreateemploymentinDebreBirhantown(DBT).

Hence,thisstudyhadtheobjectivesof:

• AssessingtherolesofMSEsinemploymentcreationandtheirsustainability
• ExploringtheperformanceofMSEsintermsofemploymentcreation
• AssessingtheroleofMSEsingeneratingincometotheownersandemployeesinthestudyarea
• AssessingthechallengesofMSEsinemploymentcreation
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