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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



 

 

20 more pages are available in the full version of this

document, which may be purchased using the "Add to Cart"

button on the publisher's webpage: www.igi-

global.com/article/the-roles-and-challenges-of-micro-and-

small-enterprises-in-urban-employment-creation-in-

ethiopia/246350

Related Content

Electoral Polling and Reporting in Africa: Professional and Policy Implications

for Media Practice and Political Communication in a Digital Age
Adebayo Fayoyin (2020). African Studies: Breakthroughs in Research and Practice

(pp. 697-714).

www.irma-international.org/chapter/electoral-polling-and-reporting-in-africa/253174

Women Artisans' Information Needs, Sources and Seeking Behaviour and

the Implication for Empowerment in a Semi-Urban Area in Nigeria
M.C. Nwosu, K.N. Igweand N.A. Emezie (2014). International Journal of Civic

Engagement and Social Change (pp. 47-63).

www.irma-international.org/article/women-artisans-information-needs-sources-and-seeking-

behaviour-and-the-implication-for-empowerment-in-a-semi-urban-area-in-nigeria/129842

Drug Promotion and Self-Medication Practices in Lagos, Nigeria
Johnson Oluwole Ayodele (2021). International Journal of Public Sociology and

Sociotherapy (pp. 58-72).

www.irma-international.org/article/drug-promotion-and-self-medication-practices-in-lagos-

nigeria/269517

Manual Scavenging in India: A Need of Good Governance for Social Justice
Pallavi Gupta (2021). International Journal of Political Activism and Engagement (pp.

30-40).

www.irma-international.org/article/manual-scavenging-in-india/270708

Project-Based Learning for Students With Intellectual Disabilities
Vardan Mkrttchian (2022). Research Anthology on Physical and Intellectual

Disabilities in an Inclusive Society (pp. 414-434).

www.irma-international.org/chapter/project-based-learning-for-students-with-intellectual-

disabilities/289070

http://www.igi-global.com/article/the-roles-and-challenges-of-micro-and-small-enterprises-in-urban-employment-creation-in-ethiopia/246350
http://www.igi-global.com/article/the-roles-and-challenges-of-micro-and-small-enterprises-in-urban-employment-creation-in-ethiopia/246350
http://www.igi-global.com/article/the-roles-and-challenges-of-micro-and-small-enterprises-in-urban-employment-creation-in-ethiopia/246350
http://www.igi-global.com/article/the-roles-and-challenges-of-micro-and-small-enterprises-in-urban-employment-creation-in-ethiopia/246350
http://www.irma-international.org/chapter/electoral-polling-and-reporting-in-africa/253174
http://www.irma-international.org/article/women-artisans-information-needs-sources-and-seeking-behaviour-and-the-implication-for-empowerment-in-a-semi-urban-area-in-nigeria/129842
http://www.irma-international.org/article/women-artisans-information-needs-sources-and-seeking-behaviour-and-the-implication-for-empowerment-in-a-semi-urban-area-in-nigeria/129842
http://www.irma-international.org/article/drug-promotion-and-self-medication-practices-in-lagos-nigeria/269517
http://www.irma-international.org/article/drug-promotion-and-self-medication-practices-in-lagos-nigeria/269517
http://www.irma-international.org/article/manual-scavenging-in-india/270708
http://www.irma-international.org/chapter/project-based-learning-for-students-with-intellectual-disabilities/289070
http://www.irma-international.org/chapter/project-based-learning-for-students-with-intellectual-disabilities/289070

