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Abstract Unemployment and low income are one of the present situations in urban parts of Ethiopia. The government of
Ethiopia has formulated a policy to mitigate the overwhelming problem by fostering micro and small enterprises. In this study
an attempt is made to assess whether Micro and Small Enterprises (MSEs) create employment opportunities and income
increase in Samara-logia town, Afar regional state. The study was based on primary data from 123 small business owners and
106 employees of MSEs and secondary data was also obtained from Afar Regional state bureau of Trade, industry and
Transport. A descriptive cross-sectional approach was the research design utilized to carry out the study. Questionnaire and
interview were used as data collection instruments and the response obtained was analyzed using descriptive approach. The
study revealed that there is growth rate of MSEs in Samara-logia town and the five year trend of MSEs, shows 19.8 percent
annual average growth rate of MSEs. There is difference among sectors in terms of number of employees per MSEs, the
manufacturing and construction sector have 7.52 and 8.3 average number of employees per MSEs respectively in five years
time. Service sector also have 5.4 average number of employees per MSEs. Most of the MSE owners (44.6%) get average
annual income from 30,001-60,000 birr while majority of the employees of MSEs (42.4%) get average annual income of
7,402-8,402 birr individually. The major constraints MSEs are facing in their order are financial shortage and inability to get
access to affordable rental house. To conclude MSEs have great contribution in reducing unemployment and in providing
income to those owners and employees of MSEs. Based on the major findings a humber of policy recommendations are
drawn. Among these, access to credit has vital role in growing MSEs. Giving working premises and business development
service would help MSEs to produce and sell products easily.
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1. Introduction
towns and 40 percent in large urban towns in 2005”

Afar regional state in relation to Ethiopia is highly
affected by long lasting war, draught due to shortage of
rain. This and other factors affected the region to have
many destitute, unemployed, less income or poor people.
Samara-logia, the regional government’s center, is one of the
cities found in Ethiopia, with high unemployment level.
There were around 47,382 and 15,122 unemployed people
in the region’s urban towns and samara-logia town
respectively (Afar Regional State Bureau of Trade, Industry
and Transport 2008). And the rate of unemployment in
Samara-logia is 30 percent (FUDPE 2005). In recent years,
the problem of unemployment is aggravated in the town

Poor countries, like Ethiopia, at this time are highly
attached  with  different problems like poverty,
unemployment, backward culture, famine, illiteracy, high
population growth rate etc. According to Federal Urban
Development Package of Ethiopia 2005,

“In Ethiopia, the number of people who can work
continues to grow more rapidly than the ability of the
economy to provide new employment opportunities.
Unemployment, particularly urban unemployment, is one
of the critical problems in the country. The rate of urban
unemployment in the country was 26.4 percent in medium
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because of rapid migration of people from various parts of
the region, and high natural growth rate of population, low
death rate and limited job opportunity by the private sector
and government.
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In addition to the unemployment in the town, poverty
has aggravated in urban areas. According to plan for
accelerated sustainable development to end poverty
(PASDEP 2005/6-2009/10), Samara-logia is one of the
towns, which have highest population living under absolute
poverty in relation to other major towns of the country
(PASDEP 2005/6-2009/10). This accounts for 40 percents of
the population of Samara-logia.

The micro and small enterprise development strategy of
the country has started implementation recently in Ethiopia
to reduce urban unemployment, poverty and bring economic
development. Due to this, promoting MSEs has been taken
as a tool in Samara-logia town, like other cities of Ethiopia.
As the result of this, many MSEs are created in the past five
to six years. Those MSEs flourished are individually owned
and cooperatives enterprises. The questions are whether
these enterprises contribute to employment generation and
its sustainability. If MSEs contribute to income creation for
those individuals engaged in MSEs? What is the trend of
MSEs in Samara-logia town? What are the prospects and
challenges of MSEs? The main objective of the study was to
assess the role of micro and small enterprises in employment
creation and income generation in Samara-logia town.

2. Materials and Methods

The research has relied both qualitative and quantitative
types of data. Concerning sources of data, both primary and

secondary sources have been used in generating relevant data.

As the objective of the research is to assess the role of Micro
and small enterprises in employment creation and income
generation, the research design adopted here is descriptive,
describing what has happened and what is happening. And
the study has primarily used qualitative data which was
obtained through a questionnaire that was distributed to and
filled by the employees of the enterprises and interview
sessions with owners of enterprises. Here, three sectors of
MSEs are taken. Those are manufacturing Industry, Service,
and Construction sectors.

From these different sectors or each stratum, the sample
has been selected through disproportional stratified
sampling by judgmental decision. This is for the purpose of
comparison between different sectors in their contribution to
income generation and employment opportunity creation.
The sample taken through disproportionate stratified
sampling by selecting equal sample size from each sector.
This is because in order to compare and contrast the three
sectors regarding contribution towards employment and
income generation and also to see the growth rate and
constraints of the three sectors.

3. Data Collection and Instruments

In this research, the primary data collection instruments
are semi structured questionnaires, in depth interviews and
focus group discussions. In order to collect the required data
from selected sample, the researcher used the survey method.

The designs of the questionnaire have been close and open
ended types of questions. The questionnaires have been
pretested and modified before the execution of the survey.
During pilot test of the questionnaires, 20 owners of MSEs
and 20 employees of MSEs were selected randomly through
systematic random sampling. In the administration of
questionnaire four enumerators were recruited and trained
on data collection and on the contents of the questionnaire
provided. The enumerators administered the questionnaire
with the supervision of the researcher. A total of 123
questioners for owners and 106 questionaires for employees
working in the MSEs were distributed, filled and returned by
employees working in target MSEs. Further, focus group
discussion and were techniques utilized to gather the
necessary data.

Methods of Data Processing and Analysis

The counting and placing of data in particular group and
sub-group have been done through simple and cross
tabulation. Descriptive statistical tools were used to analyze
the data. Descriptive statistical tools such as tables,
percentages, are used. Mean, maximum, minimum were used
to classify the respondents annual income and number of
employees per MSEs in to the above mean, below the mean,
the minimum and the maximum.

4. Results and Discussion

Gender Wise distribution of ownership of MSEs

According to the survey made by the researcher, 73.8
percent of the respondents of manufacturing sectors, 72.8
percent of the construction and 41 percent of the service
sector owned individually or cooperatively are owned by
male entrepreneurs, 26.2 percent of the manufacturing sector,
27.2 percent of the construction sector and 59 percent of
the service sector owned individually or cooperatively
are owned by female entrepreneurs. According to the
researcher’s Survey, the aggregate number of male owned
MSEs is more than the numbers of MSEs owned by female
entrepreneurs which are 62.5 percent and 37.5 percent
respectively. The study indicates that, except in the service
sector majority of the enterprises are owned by male
entrepreneurs. The socio-cultural attitude could be another
factor for decreasing participation of women in
Manufacturing and construction sectors.

Enterprises’ Information
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Table 1. Year of Establishment

Year of establishment Manufacturing Construction Service Total
Freq. % Freq. % Freq. % Freq. %

2001-2007 14 35 4 9.6 18 33.3 22 53.7

2008-2016 27 65 37 90.4 23 66.3 19 46.3

Total 41 100 41 100 41 100 41 100

Source: Own Survey, 2017

Trends of MSEs in Samara-Logia town

To see the trend of MSEs, five year sample of MSEs was taken from three different sectors. There was a great amount of
variety in number of MSEs in the consecutive years. When the growth rate of the MSEs studied, there was a high difference
in growth statistics. The growth rate of MSEs from the first year of observation to the second year of observation was 18
percent, which was from 2012 to 2013. The growth rate from 2013 to 2014 was 39 percent and from 2014 to 2015 was 13
percent. There was also growth from 2015 to 2016 and which was 9 percent. When the sectors compared individually or sole
owned with cooperatives growth rate, there was four years consecutive growth in individually or sole owned. However, there
was not consecutive growth for four years in cooperative enterprises.

Table 2. Growth Trends of MSEs in Samara-Logia town In terms of Number of Establishment

Years Manufacturing Construction Service Total Annual
Total growth rate in
Ind. Cop. Ind. Cop. Ind. Cop. Ind. Cop. percentage

2012 1,312 7 56 7 8,041 1 9,409 15 9,424 -

2013 1,980 26 98 28 9,000 7 11,078 61 11,139 18

2014 3,210 15 123 41 12,116 39 15449 95 15,544 39

2015 3,565 21 219 36 13,755 17 17,539 74 17,613 13
2016 2,941 11 293 44 15,920 49 19,154 104 | 19,254 9.3

Source: Own Survey, 2017

Initial Capital versus Current Capital of the Enterprises

The amount of initial capital of MSEs for starting business ranges from 100-106,000 Ethiopian Birr. When the sectors
compared, there is no major difference among sectors in terms of the size of their initial capital.

Table 3. Initial Capital of the Enterprises

» . Manufacturing Construction Service Total
Initial Capital Category
Freq. % Freq. % Freq. % Freq. %

100-5,000 16 39.02 21 64.2 16 42.11 18 47.37
5,001-10,000 5 12.2 2 5.9 3 7.89 3 7.89
10,001-15,000 3 7.32 2 5.9 1 2.63 2 5.26
15,001-20,000 3 7.32 2 5.9 4 10.52 3 7.89
20,001-50,000 9 21.95 3 8.8 10 26.31 8 21.05
50,001-106,000 5 12.2 4 11.76 4 10.52 4 10.52

Source: Own Survey, 2017

Employment Creation

According to Afar Regional State Bureau of Social and Labor Affairs (2016) the unemployment level for Samara-Logia
town is 28 percent. In this study among the MSEs owners, majority of them (76.3 percent) had previous occupations and only
23.7 percent had not had previous occupations. And among those owners of MSEs 23.7 percent had been unemployed, this
means that MSEs created job to 23.7 percent of the employed people. In addition to this MSEs created employment for 17.9
percent of students in high school, college and university. From this we can conclude that MSEs have indispensable role in
employment creation.

Numbers of Job Created



Management 2020, 10(1): 18-22 21

Table 4. Total Number of Employees by Enterprise and Form of Ownership

Number of Manufacturing Construction Service Total
Employees Individual Cooperatives Individual Cooperatives Individual Cooperatives Ind. | Co.
peryear Mi| Me [ Ma|mi| Me [Ma|mi| me [ma|mi|Me|Ma|mi| me|Ma|m| Me| Ma | me | me
2012 1 3.7 19 6 | 9.08 | 12 1 |758 | 29 5 6.5 | 16 1 1.9 8 6 9 12 | 439 | 7.2
2013 1 |485| 19 6 | 916 | 12 1 |882) 45 6 75 | 15 1 2 8 6 9 16 522 | 82
2014 1 |607 | 19 6 | 941 | 12 1 [964 | 48 5 75 | 17 1 2.1 8 6 8 15 59 | 81
2015 1 |[678| 19 6 | 925 | 12 1 10 49 5 75 | 16 1 25 9 3 8.66 16 6.4 | 82
2016 1 (679 19 6 | 866 | 12 11911 34 6 75 | 16 1| 261 8 3 8.41 14 6.17 | 89
'?r:’deroargfo(: 1 |58 | 19| 6 918 |12 | 1 | 93 |41 (54 |73| 16| 1 |222|82 |48 |861|146| 57 | 84

a\T:::ée 7.52 8.3 5.4 7.05

Source: Own Survey, 2017
NB Mi=minimum Me=mean Ma= maximum Ind=individual Co=cooperatives

In general, the average number of employees for MSEs is 7.05. This is different for MSEs owned individually (sole
proprietorships) and MSEs owned cooperatively. MSEs owned cooperatively have more employees than MSEs owned
individually. Those MSEs owned cooperatively have an average employee count of 8.4 and MSEs owned individually or sole

has an average of 5.7 employees.
Income Creation

Table 5. Five Years Annual Average Income of Owners from MSEs by Sector and Form of Ownership

Manufacturing | Construction Service Total
categ(])Crc;/niqrf birr Ind. Cop Ind. | Cop. | Ind. | Cop. | Manufacturing | Service | Construction | Total
% % % % % % % % %
Below 5000 24.8 14.2 12 14.2 16 - 19.5 13.1 8 135
5001-30,000 135 7.1 28 14.2 12 30.4 9.8 211 14 17.3
30,001-60,000 335 32.1 28 39 36 43 32.3 38.5 49.7 40.1
60001-84000 12.6 15 13 | 134 | 14 | 266 12 14 15 12
84001-10800 3 6.2 9 - - 7.1 5.9 2.9 5.3
108001-132000 - 7.1 - 4 - 5.1 - 2 2.3
132001-156000 - 17.2 - 8 4 - 55 74 2 43
156001-240000 12.6 11 10 11 - 8.7 - 6.4 5.2
Total 100 100 100 100 | 100 | 100 100 100 100 100

Source: Own Survey, 2017

According to the survey, many of the respondents (40.1%)
annual average of five years income is between
30,001-60,000 birr. 17.3 percent of the respondents also
receive a five year annual average income between
5,001-30,000 birr. 12 percent of the MSEs receive a five
years annual average income between 60,001-84,000 birr.
5.2 percent of the respondents get the highest five year
average annual income of MSEs of 156,001-240,000 birr.
13.5 percent of the respondents get the lowest five years
average annual income of below 5,000 birr.

5. Conclusions and Recommendations

e Micro and small enterprises (MSEs) are among the
major economic agents in Afar regional state next to
agriculture (MOFED 2002).

e The study tried to survey five year trend of
Samara-Logia town, and there is consecutive growth in
number of establishment in MSEs with different growth
rates. And the average growth rate in number of
establishment in five consecutive years is 19. 9 percent.

¢ In employment creation, MSEs created jobs for many
individuals. The average number of employees in
MSEs is 7.05 per MSEs in Samara-Logia town. . The
study also finds out that there is an increase in average
number of employees working in MSEs from year to
year.

e Compared to male entrepreneurs, the participation of
female entrepreneurs in the study area is less. Therefore,
it is highly recommended for the regional government
to work towards increasing female engagement in this
sector of the economy.
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