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ABSTRACT
Micro and Small Enterprises (MSE) have become the focus of attention for the economic
development, economic growth and job creations in the world. Majority of the firms worldwide
are dominated by businesses of micro and small enterprises. In developing countries, the informal
sector that mainly establishes MSE remains the major source of employment and income for the
urban population. A study was conducted to examine the performance of MSE in three zones of
Tigray State, namely, Southern zone, Mekelle zone and Eastern zone. The data was collected using
structured questionnaire on 246 MSE business owners. The data are analyzed using multiple linear
regressions (dummy), Cross tabulations and chi-square test for test of independence. The result
revealed that Gender, initial capital, enterprise and job type are found to be important factors of
performance of MSE. There is a gender difference on sector type, education level and work sheds
of micro and small enterprises business owner. The result also showed that initial capital has
positively affected the performance of business owners and men headed business owners have
better performance than female headed business owners.
Keywords: Micro- and Small Enterprises, Performance, Gender, Tigray, Ethiopia.
1. INTRODUCTION
Micro- and Small Enterprises (MSEs) have become the focus of attention for economic
development, economic growth and job creations in the world. Majority of worldwide firms are
dominated by businesses of micro and small enterprises. The importance of MSEs in the
economies has been recognized by many organizations such as World Bank, United Nation (UN)
Agency, governments, non-governmental organizations and private entities (Kenya Economic
Survey, 2009).
Van Biesebroeck (2005) showed in his review of national surveys conducted in several
African countries estimate that between 17% -27% of the working population was employed in
MSEs, being nearly twice the employment of large scale enterprises and public sector. The United
States Agency for International Development (USAID) considers that MSE employ a third or more
of the labor force in low income countries (USAID, 2010). Wanambisi and Bwisa (2013) showed
that the MSE sector employed around 2.3 million people and generates around 14% of the Kenya’s
Gross Domestic Product (GDP).
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Research on MSEs has grown during the last decade. MSE’s plays a significant role in the
economy through innovation and employment creation. Consequently, the performance of an
economy of a nation is closely associated with the performance of MSE business owners. Habtamu
et al. (2013) have reported on their studies that MSEs do serve as a means of bringing economic
transition by using the skill and the talent of people without requiring high-level training, much
capital and sophisticated technology. This makes the sector more preferable to business entry,
unemployment reduction, income generation, and poverty alleviation.
Ethiopia, with the fastest economic growth in Africa and scored double-digit growth in the
past 10 consecutive years, is also one of the developing countries which have taken measures to
enhance the operation of MSEs by considering their contributions. UNDP (2012) has indicated
that the development of MSE’s is the key component of Ethiopia’s industrial policy direction that
will contribute to the industrial development and economic transformation of the country. Even
the country's latest grand plan (the “Growth and Transformation plan-GTP”, 2011-2015) has
stressed the need for providing support to MSE and vital contribution of small sectors for industrial
transformation.
Tigray has recognized and paid attention to the development of MSEs, because they are
important vehicles to improve the challenges of unemployment, economic growth and equity
within the region. Tigray Micro and Small Enterprises Agency (TMSEA) was established to assist
MSE business owners by providing training, financial facilities, providing work and sell sheds,
creating market linkages and some related things to the development and expansion of MSE. This
development is expected to continue the industrial transformation by importing new experience,
technologies and sharing with performance of MSE owners. Studies by Aregash (2005); and
Gebreyesus (2009), conducted in this region have focused on the assessment of job creation and
intervention of business development services (BDS). Nevertheless, they didn’t address the driving
factors for the performance of MSE business owners, Skills and capacity building acquires and
gender difference of the performance of MSE’s. Hence, this study mainly focused on examining
the driving factors of the performance of MSE’s business owners, and described the gender
difference, the socioeconomic characteristics and skills and capacity buildings acquired from
responsible bodies.
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2. LITERATURE REVIEW
There is no universally accepted definition of MSEs because the classification of business into
micro, small and medium scale is a subjective judgment Ekpeyong and Nyong (1992). Egbuogu
(2003) showed that definitions of MSEs vary both between the countries and between the
continents. The major criteria used in the definitions according to Carpenter (2003) could include
combinations of number of employees, financial strength, sales value, relative size, initial capital
outlay and types of industry. In countries such as the United States of America, Britain and Canada,
micro, small and medium business is defined in terms of annual turnover and number of paid
employees. In Ethiopian context the improved definition of MSE is presented in table 1 below.

Table 1.Improved definition of MSE in Ethiopian context.
Level of the enterprise Sector
Micro enterprise
Industry
Small enterprise

Human power
<5

Total asset
<100000($6000 or €4500)

Service

<5

<50,000($3000 or €2200)

Industry
Service

6-30
6-30

<birr 1.5 million ($9000 or €70000)
<birr 500,000($30000 or € 23000)

Sources: FDRE, 2011
2.1. MSE Development and the Renaissance of Ethiopia
MSE is one of the institutions given recognition in the country’s industry development plan and is
the fact that it serves as vehicle for economic growth of the country. Ethiopia has its own political
reasons for giving priority to MSE development. The government is devoted to fulfill the benefits
of the farmers as they are basis for developmental state in rural, and they are the bases for
mobilizing community and bring about development and good governance. Therefore, MSE plays
a great role in urban as entrepreneurs use their resource and labor intensive similar with the farmer
in the rural.
Long time in history development and expansion of MSE, was widely considered as sign
of backwardness (for example, previously due to cultural backwardness it was prohibited for
males/female to work/employee on bar or restaurants) and lack of another alternative in all
segments of the society and in the party /EPRDF/ too. However, it resulted from misunderstanding
that MSE are basis for a number of developments in the technology sector of these days. Hence it
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is better to be noted that renaissance of the country would not be realized unless such false
perceptions are changed and replaced with correct one.
Although there are various problems that hinder the development of MSE, the main
problem is backward attitude towards rent seeking. Moreover, technology, skill, initial capital and
market linkage challenges have their own role to lag the development. Although the problems can
be revealed in various forms, perceiving the MSE themselves as reflection of poverty and
backwardness, waiting government create jobs rather than being innovative, failure in developing
the culture of saving and living with one’s income/ dependency/ are some of the indicators of
failure in improving productivity and being competent in market. Lack of access to sufficient seed
money or finance facing huge capital problem at start up stage is another bottleneck, and it resulted
from failure of having strong trust in ones saving effort with both the actors and families of actors.
Lack of government and business owners’ commitment towards changing the backward
technology is another challenge of the MSE development. Lack of access to market for their
products and services that are associated with failure in producing according to market in terms of
quality and price, and competitive approach, is the other problem. Unable to solve one’s problem
by themself and absence of strong system of support that can help MSE’s effort in solving their
problems are other related problems.
Hidayet et al. (2010) on their empirical studies showed that MSE contribute to over 55%
of GDP and over 65% of total employment in high-income countries. MSEs and informal
enterprises, account for over 60% of GDP and over 70% of total employment in low-income
countries, while they contribute over 95% of total employment and about 70% of GDP in middleincome countries.
Alasadi and Abdelrahim (2007) studies showed that MSEs are considered as a vital
component of the socioeconomic development of both developed and developing countries,
usually some of these enterprises collapse within the first few years of their start-up. Of those
operating, some grow rapidly, while others grow slowly. So, it is important to identify the factors
that cause performance because it helps new entrants of the sector to consider these factors for
future performance in business. These factors could vary from one country to another due to the
economic, geographical and cultural differences. Some business owners are highly educated and
extremely successful whereas others have yet to complete their high school but are equally
successful. Nevertheless, education level can have an effect on the performance of a business as
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noted in many studies because education improves literacy, quantitative training, and social and
communication skills.
Wanjohi and Mugure (2008) described that a business started by one person has a greater
chance of failure than a firm started by more than one person. Thapa et al. (2008) also found on
their studied that the education of owners has positive effect on entrepreneurial and small business
performance. Similarly, Rose et al. (2006) in their study of the ‘Dynamics of Entrepreneurs
Success Factors’, reported that, higher education level helps the business owners to have better
knowledge and skills which contribute to the success of their venture. Another study by Charney
and Libecap (2000) found that entrepreneurship education produces self-sufficient enterprising
individuals. Furthermore, they found that entrepreneurship education increases the formation of
new ventures, the likelihood of self-employment, the likelihood of developing new products, and
the likelihood of self-employed graduates owning a high-technology business.
Entrepreneurs vary in age from young to old in many instances. An individual may begin
a business as a hobby or secondary source of income and have it grow into a profit-driven
enterprise. A number of studies have focused on the entrepreneurial characteristics of the
owners/managers of small businesses as key factors to small business success. Age of the
owners/managers was one of the most important characteristic that was repeatedly used to predict
small business performance and success (Lussier and Pfeifer, 2001). Lussier (1995) reported on
his studied that ‘people without any college education who start a business have a greater chance
of failing than people with one or more years of college education. His studies also showed that
younger people who start a business have a greater chance to fail than older people starting a
business. Similarly, Praag (2003), in his study of business survival and success of young small
business owners, found that younger small business starters have a lower success and survival
probabilities than older starters. The chance of both voluntarily and forced exit from the business
is higher to young starters. From these studies, one can understand that the age of small business
owners have its own contribution to the success and failure because individuals learn not only
from formal education but also from their walks of life.
Alasadi and Abdelrahim (2007) in their study of small business performance in Syria
showed that as the age of the business owner increases it contributes to the success of the
enterprises performance of the business owners. And they argued also that increased age brings
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with it a sufficient level of accumulated knowledge or experience of a certain trade to try going
into self-employment alone.
Understanding the level of respondents‟ education helps in identifying and determining the
development approaches to be followed. High level of human capital and research and
development are positively associated with the performance of firms. They promote the growth of
firms from low level of activities to large and better performance of enterprises (Aklilu, 2010).
According to Bereket (2010) most of the MSE owners (45.5%) use their profit to create new
business while the study of Selamawit (2015) has showed that 26% of the entrepreneurs involved
on trade sectors.
2.2. Gender Dynamic of MSE
Women entrepreneurs around the world are now making a difference in the sector of
entrepreneurship. In most countries, the majority of MSEs are owned and operated by
women. Furthermore, since working proprietors are the single largest category of the labor
force, the great majority of the workers are also women. MSEs headed by women tend to
be concentrated in a relatively narrow range of activities: beer brewing, knitting,
dressmaking, crocheting, cane work, and retail trading. MSE’s headed by women are more
likely than their male counterparts to operate from the home. Since it is the home-based
MSEs that tend to be overlooked, women owners of MSEs are particularly likely to be
the “invisible entrepreneurs” (Mead and Liedholm, 1998).
Lack of access to credit/ finance is almost universally indicated as a key problem for MSE
entrepreneurs. Accessing credit, particularly for starting an enterprise, is one of the major
constraints faced by women entrepreneurs. Women often have fewer opportunities than men to
gain access to credit for various reasons, including lack of collateral, an unwillingness to accept
household assets as collateral and negative perceptions of female entrepreneurs by loan officers
(Mahbub, 2001). According to Lussier (1995), businesses that start undercapitalized have a greater
chance of failure than firms that start with adequate capital.
According to Bereket (2010) the majority’s education levels of all the entrepreneurs are
from grade 9-12 (36.1%). Next to grade 9-12, the respondents with diploma level of education and
first degree holders‟ accounts for 18.5% and 8.3% of the sample respondents respectively.
However, it is only recently that women’s entrepreneurship has gained the attention of economic
planners and policy makers.
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According to Aregash (2005); and Amha and Admassie (2004), 98% of business firms in
Ethiopia are micro and small enterprises, out of which small enterprises represent 65% of all
businesses. More than half of all women entrepreneurs in Ethiopia often face gender related
challenges related to establishing new businesses as well as operating or expanding existing
businesses. Women are disadvantaged due to culture, religion and tradition. For instance many
women face difficulty in raising credit finance from banks as well as borrowing via informal
networking.
Walker and Brown (2004) have reported that MSE’s performance can be measured by
financial and non-financial criteria although the former has been given most attention in the
literature. Traditional measures of business success have been based on either employee numbers
or financial performance, such as profit, turnover or return on investment. For businesses to be
deemed successful or well performed these financial measurements require increases in profit. As
cited from the studies of Walker and Brown (2004); and Hall and Fulshaw (1993), ‘the most
obvious measures of performance are profitability and growth’. In economic terms this is seen as
profit maximization. Economic measures of performance have generally been popular due to the
ease with which they can be administered and applied since they are very much hard measures. In
this study, performance of MSEs is measured by yearly profit since it is better than the nonfinancial measures in terms of reducing the subjectivity of the measurement results. Non-financial
factors have also their own contribution for higher profit and growth for the business owners, but,
to reduce subjective measurement only financial profit considered in this study.

3. METHODOLOGY
3.1. Description of the Study Area
This study was conducted in three zones of Tigray Regional State, northern Ethiopia located at 380
48’30” and 390 49’ 0” longitude easting and 120 51’ 0” and 130 51’ 30” latitude northing. The
maximum and minimum elevation value above the sea level of the study area is 3910 and 76
(m.a.s.l). This region shares common borders with Eritrea in the north, the State of Afar Region
State in the east, the State of Amhara Region State in the south, and the Republic of the Sudan in
the west. Excluding Mekelle town, the State capital, there are five administrative zones, namely
eastern, northern, central, western and northwestern zones. Tigray Region is called Region 1
according to Ethiopian Federal Constitution which is 787 km far from Addis Ababa and home land
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of the Tigrayans, Irob and Kunama peoples. Its capital city is Mekelle with an estimated area
50,078.64 km² and has an estimated population 6.96 million, of which 18.8% live in urban (CSA,
2015). The study area covers all MSEs of the selected zones of Tigray region. From the total
population, 49.2% are males and 50.8% are females, of which 80.5% live in rural areas depending
on farming teff, wheat, corn sorghum, barley Niger seed etc. and on irrigation (CSA, 2015). The
economic active age group accounts for about 51.85% of the total population and 95.5% of the
total population are orthodox Christians.

Figure 1. Location of the study areas.

3.2. Poverty, Unemployment and Physical Aspects of the Region
According to the report by the Ministry of Finance and Economic Development of Ethiopia
2014\15, the poverty rate of the region (citizens whose daily income is less than one dollar a day)
was 22.5 % (MoFED, 2015). However, in the year’s 2016\17, the poverty rate is believed to be
lower than it was in the 2014\15 due to the integrated efforts made in the household based package
in the rural areas and due to the trainings and credits given to the MSEs in the urban areas.
According to CSA (2015), unemployment rate in the urban areas of the Tigray Regional State in
the year 2003 was 28.8 % of which 20.6 % were males and 36.2 % were females but this
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unemployment rate has decreased to 19.0 %, (11.2% males and 16.2 % females) in the year 2009.
This achievement was due to the integrated effort made by government, private sectors and other
development partners.
The landform is complex composed of highlands (in the range of 2300 to 3200 meters
above sea level) and lowland plains (with an altitude in the range 500 to 1500 meters above sea
level). It has diversified agro-ecological zones and niches each with distinct soil, geology,
vegetation cover and other natural resources (Araya et al., 2010; Gebrehiwot and van der Veen,
2013). Thus, this area was also partly chosen for this study because of unemployment rate is high
in this region than the other regions of Ethiopia. And the three zones was chosen purposively as
those are potential in performance of MSEs
3.3. Research Design and Data Collection
In this study a cross sectional research design was employed to assess the factors that affect the
performance of entrepreneurs of Tigray region. The reason for using this research design is that it
enables the researcher to examine the relationship between different variables like gender
dynamics, sector dynamics and different socioeconomic characteristics. This study is both
qualitative and quantitative research that attempts to accumulate existing information and data
regarding evaluating MSE performance of the business owners. The quantitative aspect of the
studies are age, total number of households, yearly profit, and the qualitative aspect of the study
are gender, sector types, job types, education level, work sheds and types of enterprises. It is
appropriate to use this method in order to verify the observations regarding the intended research
questions.
The qualitative aspects include personal interviews and observations of the business
owners. The study employed both primary and secondary sources of data collection. In order to
realize the target, the study has used well-designed structured questionnaire. The required data has
been collected from the owner of the MSEs. The layout of the questionnaire has been kept very
simple to encourage meaningful participation by the respondents. The relevant secondary data has
been collected from files, pamphlets, office manuals, circulars and policy papers from the MSE’s
Regional Office.
3.4. Sampling Techniques and Procedures
Three zones are chosen among six for this study i.e. southern, Mekelle, and eastern zones because
MSEs performance in these zones is better compared to others. In Tigray, there are around 117,234
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MSE owners of which 49.87% are female owners, and the coverage of micro and small enterprises
are 80.3% and 19.7%, respectively (see Table 2). Simple random sampling has been used to get
information from the MSEs of the three zones.

Table 2. Types of sectors with number of MSE owners of Tigray region (Source: FDRE, 2011).
Type of sectors
Manufacturing
Construction
Urban agriculture
Services
Trade
Total

Number of MSE owners
15,716
5,622
22,999
29,003
43,894
117,234

Percent
13.5
5
20
25
36.5
100

Two stage sampling technique was adopted in this study. First, purposive sampling
technique used to select three zones from six zones of Tigray region, followed by simple random
sampling from each zone. Sample size was determined from the following formula as suggested
by Cochran (1963).
𝑛=

𝑛0
𝑛 −1
1+ 0𝑁

,

n0 =

z2α⁄ pq
2
d2

𝑛0 =

2
𝑧𝛼
𝑝𝑞
⁄
2

𝑑2

Where, n is the required sample size,
z is value for the selected alpha level, 1.96 for (0.25 in each tail) 95% confidence level,
p is the estimated proportion of an attribute that is present in the population, and
d is the acceptable margin of error for proportion being estimated.

By using the above parameters as p=0.2 and d=0.05, the sample size in this study was
estimated to be 246 samples of MSE and presented below (Table 3) the proportion of the sample
from each zone.

Table 3.Sample size allocation from the three zones.
Zones (strata)
Mekelle
South eastern
Eastern
Total
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3.5. Methods of Data Analysis and Processing
This study used both descriptive and inferential statistical methods of data analysis.

The

descriptive statistical method describes the socioeconomic characteristic using tables and graphs
and the inferential statistical method inferred for the target population using chi-square test of
independence and multiple regression analysis. The reason why chis-square test was used is that
to see the association between variables, like sector types and gender dynamics.
3.5.1. Chi Square Test of Independence
The chi square test of independence compares two categorical variables in a contingency table to
see if they are related. The hypothesis test is:
Ho : The two variables ( rows and columns) are independent
H1 : The two variables are correlated.
Reject the null hypothesis if the p-value is less than 5%. The chi square statistic value is computed
as follows:
2
𝑋𝑑𝑓
=∑

(𝑂𝑖 − 𝐸𝑖 )2
𝐸𝑖

Where, df is the degree of freedom; Oi is the observed value; and Ei is Expected value.

3.5.2. Multiple Regressions
The multiple regression model is as follows:
𝑌𝑒𝑎𝑟𝑙𝑦 𝑝𝑟𝑜𝑓𝑖𝑡
= 𝛽0 + 𝐷1 𝑚𝑎𝑙𝑒 + 𝛽1 𝑎𝑔𝑒 + 𝛽2 ℎℎ𝑠𝑖𝑧𝑒 + 𝐷2 𝑔𝑖𝑣𝑒𝑛𝑤𝑜𝑟𝑘𝑝𝑙𝑎𝑐𝑒
+ 𝛽3 𝑖𝑛𝑖𝑡𝑖𝑎𝑙𝑐𝑎𝑝𝑖𝑡𝑎𝑙 + 𝐷4 𝑠𝑚𝑎𝑙𝑙𝐸𝑛𝑡𝑒𝑟𝑝𝑟𝑖𝑠𝑒 + 𝐷5 𝑙𝑖𝑡𝑒𝑟𝑎𝑐𝑦 + 𝐷6 𝐽𝑜𝑖𝑛𝑡𝑤𝑜𝑟𝑘 + 𝜇
4. RESULTS AND DISCUSSION
4.1. Respondents Demographic Profile
Table 4 shows that about 51% of the respondents were male headed and 49% female headed
entrepreneurs and this result is similar with Selamawit (2015) study on gender classification of the
enterprises case of Mekelle town. Bultum (2017) also studied the performance of MSE’s case of
Adama and showed that the majority of the sampled households were dominated by male headed
entrepreneurs. This result of this study shows that the average age of the entrepreneurs’ are 40
years old and the average total household size was 3.9. Majority of the entrepreneurs education
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levels are first cycle (32.3%) and high School (24.5%). People without any college education who
start business have less performance than peoples with one or more years of college education. Of
course, younger business owners less perform than older business owner.
Table 4. Respondents Demographic Profile.
Descriptive
Gender
Female
Male
Number of entrepreneurs
120(48.9%)
126(51.1%)
36.27
42.42
Average age
St. Deviation (age)
10.31
13.93
3.99
4.34
Average house hold size
St. deviation house hold size
1.94
2.41
Education level
Illiterate
22(9%)
15(6%)
First cycle(1-6)
33(13.5%)
46(18.8%)
Second cycle(7-8)
21(8.6%)
19(7.8%)
High school (9-12)
39(16%)
21(8.5%)
Certificate or diploma
3(1%)
13(5.5%)
Degree and above
2(0.8%)
11(4.5%)
Total
120(48.9%)
125(51.1%)

Total
245
39.39
12.67
3.9
1.85
37(15%)
79(32.3%)
40(16.4%)
60(24.5%)
16(6.5%)
13(5.3%)
245(100%)

Figure 2. Type of work involved in MSEs.
Results reveal that almost all of the entrepreneurs’ (98.37 %) business is run by one person
(private), while only 1.63% entrepreneurs have their businesses run jointly (with partner or
cooperative work) (Fig 2). This is because when entrepreneurs start work with partners or with
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more than two people there is lack of trust among the partner. In a discussion among partner,
everyone tries to impose their ideas upon the others which lead to conflict of ideas. Ultimately the
group disintegrates in a belief that they will be successful if they stand by their own. Therefore, to
avoid such inconvenience entrepreneurs prefer to work independently or privately for better
performance of their business. However, Wanjohi and Mugure (2008), reported that a business
started by one person has a greater chance of failure than a business started by more than one
person and this assertion is contrary to the above result. This is because people working in MSE
in Ethiopia particularly in Tigray region has less experience and education level, as the MSE
business is at the infant stage. For better performance of individuals and growth economy of the
country business run by partners are powerful.
According to table 5, to improve their profit the entrepreneurs expand their existing sector
type or changes to another sector type in their future plan. The result revealed that 35.8% of
entrepreneurs’ long run plan sector type is on trade sector followed by 24.7% urban agriculture
sector type. The Government of Ethiopia wants to transfer these business owners to manufacturing
and construction sectors because these sector demands more labor and it is believed that they can
help reduce unemployment rate of the region. However, majority of the entrepreneurs planned to
work on trade and urban agriculture as these types of sectors demand low initial capital, not so
sophisticated skills and technologies and minimum man power as compared to manufacturing and
construction type of sectors. Selamawit (2015) showed that majority of entrepreneurs (45%) were
involved on trade sector followed by 26% of those involved in services sector types.
Table 5. Number of business with long run plan.
Entrepreneurs future plan sector
Urban Agriculture
Trade
Service
Manufacturing
Construction
Total

Response
N
60
87
27
52
17
243

Percent
24.7%
35.8%
11.1%
21.4%
7.0%
100.0%

Most of the entrepreneurs are not willing to transfer to the manufacturing and construction
sector types because manufacturing and construction demand more initial capital and labors. Table
6 shows that 60% of the entrepreneurs were not willing to transfer to manufacturing and
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construction due to shortage of capital. 23.5% and 12.2% of the entrepreneurs didn’t want to
transfer due to lack of knowledge on the technologies and its surplus been long time, respectively.
Table 6. Stated or reported constraints on future plan to transfer to manufacturing and construction
sectors.
Constraints on future plan to transfer to manufacturing Responses
and construction sectors
N
Percent
Capital Shortage
143
60.1%
It is not profitable
10
4.2%
Doesn’t have knowledge
56
23.5%
It’s surplus been long time
29
12.2%
Total
238
100.0%
Table 7. Government support to entrepreneurs.
Nature of government
Responses
support
N
Percent
Finance Aspect
60
20.5%
Work shed
47
16.1%
Seller shed
45
15.4%
Market linkage
32
11.0%
Training
108
37.0%
Total
292
100.0%
4.2. Skills and Capacity Building Acquired from Government/Agency
According to table 7, 37% of the entrepreneurs benefitted from training followed by 20.5%
financial access. 16.1%, 15.4% and 11% of the entrepreneurs benefitted from work sheds; seller
shed and market linkage, respectively. The result suggested that the entrepreneurs are constrained
by getting market linkage, seller shed and work shed from the government and from the respective
MSE agency so as to enrich their performance. Most entrepreneurs start their business with what
they have (mostly small initial capital) and from this capital they are expected to pay house rent
ahead for a minimum 6 months. The entrepreneurs expect to get sheds but, the government has
deficiency of supplying sheds. Therefore, if their initial capital paid ahead for house rents there
will be no money left on their saving account for backup and this directly affects performance of
the enterprise. Lack of market linkages also present a challenge for the business owners because
the sector types are not well integrated with each other and with another partnership. The
entrepreneurs and the government have a problem in integrating markets. The market linkage is
very important for the entrepreneurs. For one business to perform better one needs market linkage
© CNCS, Mekelle University

116

ISSN: 2220-184X

Gebretsadik, G. W and Gagoitseope, M (MEJS)

Volume 12(1):103-122, 2020

through government or partners like bazars and exhibitions in different areas and occasions to
promote their work.
Table 8. Training support by MSE agency to entrepreneurs.
Support given by MSE agency
Technical training
New technologies
Kaizen training
Entrepreneurship training
Trade management
Total

Responses
136
51
60
50
83
380

Percent
35.8%
13.4%
15.8%
13.2%
21.8%
100.0%

Table 8 indicates that 35.8% of the entrepreneurs get technical training to improve their
skills and performances. 21.8%, 15.8%, 13.4% and 13.2% get support on trade management,
kaizen training, new technology and entrepreneurship training, respectively. This result shows that
majority of the entrepreneurs got support on technical support and trade management from the
government. This result is similar to Zemen and Mohammed (2014) whose result showed that
entrepreneurs got more support from government mainly on training (24.21%) and technology
transfer (3.93%). Apart from the government support, individuals should be aware the technical
skills and experience sharing’s by participating in different exhibition. The business owners should
have their own association to sharing their experiences regularly.

5. CONCLUSIONS AND RECOMMENDATIONS
5.1. Conclusions
The average age of the business owners was around 40 years old and the average total household
size was 3.9. Majority of the business owners education levels were first cycle (grade 1-6) and
high Scholl (grade 9-12) and 51% of the respondents were male headed. 98.37 % of the
entrepreneurs their business run by a single person and majority of the entrepreneurs involve on
trade (35.8%) and urban agriculture (24.7%) as these sectors demand low initial capital, not so
sophisticated skills and technologies and minimum man power as compared to manufacturing and
construction.
The Government of Ethiopia mostly supports on trainings and finance aspects but, limited
on market linkage and accessibility of sheds. Majority of the entrepreneurs saved their profit on
Dedebit Micro Finance and get credit access from it. Most of the entrepreneurs used their loan for
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work promotion and to expand their existing businesses. The result also revealed that there is
gender difference on sector types, work sheds and education level of MSE business owners.
Initial capital is positively related to the performance of MSEs. Most females headed
entrepreneurs are involved in less labor intensive economic activities like trade and services
sectors. Manufacturing and construction sectors demand more labor/energy and are too
mechanical, and females headed entrepreneurs consider these sector enterprises challenging to
join. Male headed enterprises perform better than female owned enterprises they are also risk
takers. Majority of the entrepreneurs were involved in micro enterprises, because micro enterprise
demands low initial capital with almost no additional labor needed than small enterprise. But,
entrepreneurs involved in small enterprises better performances, as these enterprises have enough
initial capital than micro enterprise. Even if most entrepreneurs prefer to work solely in different
sectors due to some challenges, this leads to poor performance of the enterprise. Therefore,
business owners should work jointly for better performance of the enterprises.
5.2. Recommendations
Based on the major findings mentioned in the analysis, the following recommendations have been
drawn with the view to improve the role of MSE in contribution to employment and income
generation.
The construction of market sheds and common facility centers at suitable locations by
assistance of the Government, donors and private sector could help to address this problem. Thus,
government with support from donors could engage in constructing shades for MSEs to address
the problem of work place, coupled with measures to encourage private investors to engage in
construction of premises suitable for entrepreneurs.
The sector types are not connected with each other and with other trade markets. There are
market linkage and technical skill gabs that they seek from government. So the government or the
responsible body should create market linkage like bazars or exhibitions to promote their products
easily. Peoples start MSE business plan, they should have enough initial capital and it is better to work
jointly.
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