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Abstract   

The introduction of micro and small enterprises (MSEs) in Ethiopia represents one of the main 

recent policy measures aimed at creating mass job opportunities to sustain the economic 

development of the country. The study tried to examine the socio-economic impact and giving a 

deeper understanding of metal and woodwork cluster through describing by various data 

collection Hawassa, Ethiopia. The study also focused specifically on economic, social and 

political dimensions. The findings of the study were: the metal and wood work enterprises have a 

positive impact on economic growth; and a significant impact of social capital such as mutual 

respect, cooperation, honesty and trust, experience sharing, open discussion and responsibility, 

and easiness in planning. Besides, the participants benefited from the awareness obtained on their 

rights, responsibilities and constitutional privileges. Moreover, the government use MSEs as a 

tool to control the people as the party members. Nonetheless, problems such as shortage of 

electricity significantly influence metal and wood work enterprises. Yet, some of the 

shortcomings associated with an adverse effect are inflexible working procedures as well as lack 

of commitment and responsiveness, lack of credit facility and operators on chat addiction. 

Keywords: -Poverty, micro and small enterprises, social, economical, and political dimension. 
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1. Introduction  

1.1 Background  

Ethiopia is one of the poorest countries in the world. This poverty affects both urban and rural 

parts of the country. In order to reduce poverty level, the government initiates new urban 

development policy that had implemented all over the regional state. Among the policies, the 

expansion of micro and small enterprises (MSEs) was one of that would create job 

opportunities for the low-income group of the society (Ministry of Trade and Industry, 1997; 

MoFED, 2003). This study examines the socio-economic impact of MSEs on poverty 

reduction in the Meneharia sub-city Hawassa, Ethiopia. The study considers mainly one 

manufacturing cluster, in metal and woodwork. Now a day the concept of poverty has 

profoundly changed from one dimension (income or consumption) to multiple dimensions of 

deprivation and well-being (Kanbur & Squire, 1999). However, the employment and 

economic opportunities of MSEs are not as well-known as large-scale enterprise and have 

been given little research and development attention (Raymond & Blili, 2000). In countries 

like Ethiopia, the sector is at the commencement stage, and the sector has not been adequately 

studied (Ageba & Ameha, 2006).  

1.2 Objectives 

Generally, this study tried to examine the socio-economic impact and a deeper understanding 

of metal and woodwork cluster through describing by various data collection. The framework 

of the study focused on three dimensions. Moreover, the study included some specific 

objectives of major constraints and opportunities to participate in the MSEs.   

 

1.3 Operational definitions 

Beyond low levels of income, poverty is a multidimensional approach (UNEP, 2004). It needs 

to emphasize the other dimensions of the poverty. For the sake of this study, the dimensions 

are driven directly from three definitions made by different scholars and organization. These 

are Kozel and Parker, UNDP and Narayan, Patel, Schafft, Rademacher, & Koch-schulte. 

According to Kozel & Parker  poverty is a complex phenomenon based on a network of 

interlocking economic, social, cultural and political factors (Kozel & Parker, 1999), whereas 
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UNDP define human poverty as more than income poverty;  it is the denial of choices and 

opportunities for living a tolerable life (UNDP, 1997). Likewise, Narayan, Patel, Schafft, 

Rademacher, & Koch-Schulte argue that poor people’s definitions of poverty do not only 

include economic well-being but also include vulnerability, powerlessness, the shame of 

dependency and social isolation (Narayan, Patel, Schafft, Rademacher, & Koch-schulte, 

2000). Therefore, based on the above definitions the scope of the study considered economic, 

social, and political dimensions. The fig-1 showed that the overall structure of the study. 

Figure 1-Conceptual Framework 

  

 

 

 

  

 

1.4 Definitions of micro and small enterprises. 

There is no single definition that can capture all the dimensions of small enterprises (Storey, 

1994). It varies from country to country depending on the factors such as the country’s state 

of economic development, the strength of the industrial and business sectors, the size of 

MSMEs and the particular problems experienced by MSMEs (Harabi, 2003).  The Ethiopian 

Ministry of Trade and Industry (EMTI) and the Ethiopian Central Statistics Authority (ECSA) 

had developed their own working definition based on the number of workers employed in the 

firm and the level of automation of the firm respectively. Later, the government of the federal 

democratic republic of Ethiopia (GFDRE) developed a revised working definition of MSEs 

based on capital and Labor (GFDRE, 2011). 
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Table-1 Classification of enterprises 

No Enterprise level Sector Hired Labor, Capital 

1  

Micro  

Industry < 5 $ 6000.00 or £ 4500.00 

≤ Birr 100,000.00 

Service < 5 $ 3000.00 or £ 2200.00 or 

 ≤ Birr 50,000.00 

2  

Small  

Industry 6-30 $ 90,000.00 or £ 70,000.00 

≤ Birr 1,500,000.00 

Service 6-30 ≤ Birr 500,000.00 

 

Sources: Government of Federal Democratic Republic of Ethiopia (GFDRE, 2011). 

1.5 Organization of the thesis 

The thesis comprises six chapters. The first chapter gives an introduction to the research 

where in the context, the problem addressed and the objectives of the study are discussed. The 

second chapter discussed the purpose and problem of statement. The third chapter has a 

detailed presentation of literature on poverty, MSEs, and metal and woodwork enterprises are 

presented. Chapter four encompasses background of the study area and methodology used in 

the study. In this chapter, an overview of the study area is given, with emphasis on the method 

of research design, sample selection process, and method of data analysis. The results of the 

study are presented in chapter five. This chapter included profiles of the sample household 

demographic characteristics, social, economic, and political dimensions are presented and 

discussed. Morover, the chapter included the challenges and obstacles of metal and 

woodwork. The final chapter (six) presents a summary of the research findings, conclusions, 

and recommendations followed by a list of references and appendex. 

 

2. Purpose and statement of problem  

The main purpose of this thesis is to understand the socio-economic impact of metal and 

woodwork enterprises. It also tried to show a deeper understanding of metal and woodwork 

cluster through describing by various data collection. In Ethiopia, poverty remains widespread 

, despite decades of poverty reduction programs and strategies, extensive research and policy 

implementation. Many factors contribute to poverty across the country. Among the problems 

population growth, unemployment and lack of income, and weak urban governance and 

management are important factors (Asmamaw, 2004). Moreover, high dependency ratios, low 

levels of education, lack of asset ownership, insecurity in employment (Keddir & McKay, 

2005) geographical location (Bigsten, Kebede, Shimeles, & Taddesse, 2003) and the dramatic 

food price inflation in 2008 (IMF, 2008) are other factors at the national level. The fact that 
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the study area Hawassa city has a good geographical location and the presence of Lake 

Hawassa attracts many tourists, investors and a high number of intra-migration (both rural-

urban and urban-urban) contributes towards the development of the city on one hand, and it 

also aggravated the problems on the other hand (Berhane, 1993). These problems provoked 

the government to come up with new policy and strategies both at the national and regional 

level in 2004. The focus was on the development MSEs as a means of job creations, 

especially as a high priority in urban areas. However, the recognition for the sector with 

regards to job creation and the alleviation of poverty among impoverished youth & women 

were not sufficient. The industrial development strategy also singled out the promotion of 

MSEs development as one of the important instruments to create productive and dynamic 

private sector (Ageba & Ameha, 2006). In the new policy plan called PASDEP of 2005-2010. 

According to the Ministry of Finance and Economic Development planed to create 1.5 million 

new job via promoting MSEs (MoFED, 2003). Later the government announced that MSEs 

created jobs for 1.6 million people across the country in the budget year of 2014  (Abebe, 

2015).  Since most of the operators / owners are poor, the government promote credit facility 

connected with regional Omo micro-finances office. Few of the enterprises started their 

business by their own savings supplemented by borrowing from friends and relatives. 

Recently, World Bank reported that Ethiopia has a remarkable progress in poverty reduction 

from the last 10 years (World Bank G. , 2015). Since 2000, Ethiopian households have 

experienced a decade of progress in wellbeing. In 2000 Ethiopia had one of the highest 

poverty rates in the world, with 56% of the population living below US$1.25 PPP (purchasing 

power parity)  a day and 44% of its population below the national poverty line. In 2011 less 

than 30% of the population lived below the national poverty line and 31% lived on less than 

US$1.25 PPP a day. Moreover, World Bank has three important arguments to support SMEs 

in different times in 1994, 2002 and 2004. Generally, in this argument, SMEs contributed to 

enhancing competition, entrepreneurship, and social benefits, are more productive than large 

firms and more labor intensive. Besides this argument, the study found that there is a strong 

association between the importance of SMEs and GDP per capita growth (Beck, Demirguc-

Kunt, & Maksimovic, 2005). The study taken by Opafunso and Adepoju in Nigeria, the result 

depicts that small and medium scales have a positive impact on poverty reduction in the state. 

It also encourages the sector to witness more socio-economic growth and development within 

the state for further employment generation and poverty alleviation programs (Pafunso & 

Adepoju, 2014). Further more, there are two schools of thought have emerged in the studies 

of Micro, Small &Medium (MSMEs). These are the pro-MSMEs and anti-MSMEs 
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perspectives. The pro-MSMEs have argued that MSMEs enhance competition and 

entrepreneurship and thus have  economy wide benefits in efficiency, innovation and 

productivity growth. Thus, direct government support of MSMEs can help countries reap 

social benefits (Snodgrass & Biggs, 1996). So subsidizing MSMEs may help reduce poverty 

(Beck, Demirguc-Kunt, & Maksimovic, 2004).  

3. Previous research\ theory 

3.1 Overview of MSEs 

This sector has different labels and the names will vary from country to country. For example, 

in the USA (US, 2010), Japan (JSBRI, 2012), and China (OECD, 2016) , they call it small 

and medium enterprises (SMEs), in India, micro, small and medium enterprises (MSMEs) 

1and in Ethiopia micro and small enterprise (MSEs)2. The importance of small and medium 

enterprises (SMEs) across the globe has grown both in absolute and relative terms (Loveman, 

1991). For instance, Japan has recovered from the disaster of the great earthquake by the role 

of SMEs with their strong community’s ties (JSBRI, 2012). In the US, SMEs expect to double 

exports within 10 years and the government has created several initiatives for the 

development of the sector (US, 2010). The promotion of small-scale enterprise in Ghana is on 

the agenda of development institutions and agencies, both public and private (Arthur, 2002). 

They have a crucial role in the Chinese economy providing about 80% of the jobs in urban 

China (Liu, 2010). The manufacturing sector in Sub-Saharan Africa is dominated by very 

small and informal enterprises, and the majority of them grow only when they are young 

(Bigsten & Söderbom, 2006).  

 

The least developing countries like Ethiopia see MSEs as an effective tool for poverty 

reduction and sustainable development and hence achieve PASDEP /Plan for accelerated and 

Sustainable Development for Eradicating Poverty / & Millennium Development Goal 

(Dercon, 1999).  The incidence of poverty throughout the country is extremely high. The 

United Nations Fund for Population Affairs (UNFPA, 2007) for example, estimated that, of 

the national total population of the country, 42.2 percent live under the national poverty line. 

Like urban dwellers of other Sub-Saharan nations, the majority, i.e. 4 million of the urban 

                                                 

1 http://www.dcmsme.gov.in/ssiindia/defination_msme.htm 
2 http://www.mot.gov.et/ca/home 
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residents of Ethiopia, are living below the poverty line (Beven, 2007). Based on the data 

obtained from the Southern Nations, Nationalities and People's Region (SNNPR) report of 

Micro and Small Enterprises development Agency, the office had planned a 10-year 

development program to create a job for 420000 beneficiaries in 20043. Later in 2009, the 

office had reported about 163725 job opportunities within 13702 of different cluster of micro 

and small enterprises. The  regional MSEs were established under six main sectors for 

development. These are metal and wood works, textile and garment, construction, food 

preparation, municipality housing and city agriculture. 

 

3.2 The bureaucratic registration of MSEs in Meneharia sub city 

The Government of the Federal Democratic Republic of Ethiopia (FDRE) had given 

responsibilities regional government govermenet to achieve MSEs development. 

In souther nation nationalities people regional state (SNNPRS) of trade and industry bureau, 

there is a sector called micro and small enterprises agency that is directly responsible for each 

sub-city of different zones. The Agency is established to give training for the trainers, 

dissemination of developed prototypes, information and consultancy, facilitation, marketing, 

technology database to be used by regional agencies or designated organs and other concerned 

institutions. The study area Hawassa, particularly Meneharia sub-city has a full accountability 

to evaluate their documentation and registration. As a requirement, the participant must have 

an identification card that belongs to Meneharia sub city kebele administrations office. Not 

only that the participant should have a support letter that showed being unemployment, low 

income and free from any bank lender. The educational background depends on the type of 

job and the number of the applicants registered for a specific cluster. Below a sub-city level, 

there is a small administrative level called kebele. These supportive branches were established 

under the regional state cater for promotional support of the bussiness at the grassroots level 

and responsible for providing information in their vicinity. 

 

                                                 

3
http://www.ilo.org/dyn/normlex/en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_CODE:R193 
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3.3 The review of understanding poverty through the lens of sociology 

Much of the research was the province of quantitative sociologists and labor economists, but 

increasingly qualitative sociologists interested in tracing the objective and subjective 

consequences of deindustrialization began to address these issues (Katherine & Newman, 

2006). The literature focuses on understanding poverty from a sociological perspective. 

Poverty is more than being at the bottom of the income scale; it describes individuals and 

families who have inadequate resources to secure what is deemed a reasonable or expected 

standard of living within a given country. Acording Ridge & Wright, poverty is  a situation of 

extreme disadvantage experienced at the bottom of the social and economic scale (Ridge & 

Wright, 2008). Most contemporary researchers take this relative view of poverty. Peter 

Townsend was instrumental in defining poverty as being about much more than simply a lack 

of economic resources. For Townsend, poverty was the experience of lacking resources to 

obtain the types of diet, participate in the activities and have the living conditions and 

amenities which are customary or are at least widely encouraged and approved in society 

(Townsend, 1979). Other characteristics include aspects of human capabilities, assets, and 

activities necessary for sustainable livelihoods (World Bank, 2001a). A sustainable livelihood 

is one that can cope with and recover from stresses and shocks without undermining the 

natural resource base (Carney, 1998). 

3.4 Social dimension of MSEs 

3.4.1 Social capital  

The accumulation of social capital related to small business has a significant effect on startup 

and success of the business in the future. This dimension considers James S.Colman's concept  

of social capital. According to Coleman, social capital is accumulated history in the form of 

social structure appropriable for productive use by an actor in the pursuit of her interests 

(Coleman, 1990). As several studies have pointed out, like physical and human capital, social 

capital is a productive resource, facilitating actions that range from an individual's 

occupational attainment (Lin & Dumin, 1986) to a firm's business operations (Coleman, 

1990). Such relation will develop a social capital and a particular type of trust that is ascribed 

to the member of the group. Friends and relatives provide a social support to deal with daily 

life, seize opportunities, and reduce uncertainties (Kadushin, 1981). They underpin the 

informal arrangements crucial for a household's survival, expansion, and reproduction (Pahl, 

1984). In this study, we examined the way in which social capital impact the internal 
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functioning of metal and wood work  and, more specifically, how social capital contributed to 

a firm's ability to create value in the form of innovations. Our findings provide strong 

association between social capital and cluster value creation. The individuals are thought to 

behave in rational, quasi-economic ways, in order to maximize their access to social capital as 

a means of acquiring and maintain valued resources (Lin N. , 2000) 

 

3.4.2 Social network  

Social network analysis focuses on patterns of relationships between actors and examines the 

availability of resources and the exchange of resources between these actors (Scott J. , 1991). 

The resources exchanged can be many types, including tangibles such as goods, services, or 

money, or intangibles such as information, social support, or influence. The actors who 

exchange these resources may be individuals, but they may also be an institution or small or 

large business organization in the larger society.  According to Wellman, the world is 

“composed of networks, not groups” (Wellman, 1988). Before coming together and form a 

group, they are densely connected regions of the network (Mange, 1987). After that, they can 

be one actor and can form a number of social networks and each based on different type of 

relationships. The relationship can be facilitated through information. How participants gather 

the information, who brings the information, what kinds of the network they have, how their 

works friendship or relationships affect their work, the way in which they exchange 

information. Such and other subjects addressed during interview and discussion by the 

members of the group. 

  

3.5 Economical dimension of MSEs 

The Goals of Economic Development draws heavily on four theoretical approach to offer 

concrete guidance to refer the growth on the national income. These are growth of gross 

national product (GNP), quality of Life, sustainable development and the Millennium 

Development Goals. From the point of the study initial argument, World Bank used GNP as 

one indicator of economic development (World bank, 2011). In addition, the scholars and 

policy-makers in most developing countries who realized that income growth was only one 

dimension of development.  Based on this, the economic dimension focused on growth of 

gross national product to conceptualize to the research questions. Economic performance is 

measured by an annual increase in gross national product (GNP) [an alternative measure is 

gross domestic product (GDP)]. For the purpose of comparability, GNP is expressed in a 
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common currency, usually US dollars, and reported in per-capita terms to take into account 

the size of a nation’s population (World bank, 2011). The World Bank now replaces GNP per 

capita with gross national income (GNI) per capita to compare wealth among countries. The 

World Bank defines GNI as the sum of value added by all resident producers plus any product 

taxes (less subsidies) not included in the valuation of output plus net receipts of primary 

income (compensation of employees and property income) from abroad. Meanwhile, the 

World Bank still uses GDP in many other featured economic indicators (World bank, 2011) 

 

3.6 Political dimensions of MSEs 

For this study, the focus is not the direct intervention of political involvement but rather the 

politically relevant social capital, which means a particular social capital is produced as the 

consequence of political expertise and information that is regularly communicated within 

individual network social relations. There is no doubt that there is a direct or indirect benefit 

of legitimate political participation (Huntington, 1968). Not only that, for the sake of the 

success of businesses, they must update with new policy and strategy made by both national 

and regional government.To address some of the research questions, the social network model 

used to demonstrate that social interaction has a value-added effect that helps us better 

understand when personal characteristics and resources contribute to participation (Scott M. 

D., 2003).  

Before micro and small enterprise adopted by policy and strategies, the federal democratic 

republic of Ethiopia declares that “every Ethiopian has the right to engage freely in economic 

activity and to pursue a livelihood of his choice anywhere within the national territory” Article 41 

(1). In addition, the constitution professed that the federal and regional states have a space 

regarding sharing power, resources and responsibility to national policy (FDRE, 1995). Once 

more, the most important article, Article 31 said that every person has the right to freedom of 

association for any cause or purpose. This constitutional law is a base for the formation of a 

group to in MSEs. The opportunities help the society to know their right, choice, significance 

of participation and decision makings as well. For instance, the right to improved living 

standards and to sustainable development Article 43 (1), the right to participate in national 

development and, in particular, to be consulted with respect to policies and projects affecting 

their community Article 43 (2), and the right to choose his or her means of livelihood, 

occupation and profession (Article 41 (2).  
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3.7 Summaries of theories  

The theoretical basis of this study drawing from three different dimensions. These are growth 

of gross national product (GNP), Social capital and social network and the social network model. 

From the point of economic dimension beyond the growth of gross income (GDP, GNP or 

GNI) per capita, an understanding of the sources of growth is essential to achieve other 

objectives. The social dimension considers James Colman’s concept social capital it means an 

accumulated history in the form of social structure appropriable for productive use by an actor in 

the pursuit of her interests. In addition, the social network analysis focuses on patterns of 

relationships between actors and examines the availability of resources and the exchange of 

resources between these actors (Scott J. , 1991). Finally, the social network model used to 

demonstrate that social interaction has a value-added effect that helps us better understand when 

personal characteristics and resources contribute to participation (Scott M. D., 2003). This 

inductive research study explored the common experience of small business owners. The 

intentions to start a small business and the experiences of operating a small business have 

better understood through the accounts of multiple participants. Insight also gained about how 

small business owners define and measure success.   

 

4. Method and data 

4.1 Fieldwork biography 

Hawassa is a young town, 56 years old, and can be considered as one example of developing 

cities in Ethiopia. The city is the capital city of the Southern Nation Nationalities and Peoples' 

Regional State (SNNPRS) located on the eastern shore of Lake Hawassa 275 km to the south 

of Addis Ababa. The city, which is the economic and cultural hub of the region, has a total 

area of about 50 km square and divided into 8 sub-cities (kifle ketema) and 32 villages / 

Kebelles each having its own administration offices. These are Misrak Sub city, Menaheria 

Sub city, Tabor Sub city. Mehal Ketema Sub-city, HaikDar Sub city, Addis Ketema Sub city, 

Bahel Adarash Sub city, and Hawella Tulla Sub city. In this study, I had chosen the 

Meneharia sub-city specifically Guwe and Milli are kebeles as a specific case study and based 

on the availability of data to address the objectives.  
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Figure 2 - Map of the study area  

 

4.2 Nature of data and methods of collection 

Data were collected from both primary and 

secondary data sources. The primary data was 

collected using semi-structured questionnaire 

base interview. Four target were selected for the 

interview. Nevertheless, later changed into three 

because the head SNNPRS trade and industry 

recommend referring the home page, and some 

of the publications made by the bureau rather than the 

interview. The questionnaire had taken as instrument to gather information at individual level, 

group leader of the enterprises and administrative worker of Meneharia sub city. The 

questionnaire first prepared in English and then translated in to Amharic version for all types 

of respondents. Each questions filled by the researcher and enumerators.  Enumerators were 

those who had BA degree holder that make easy to give instruction about the contents of the 

questionnaire and understand the objective of the study. The pre collection of the secondary 

data sources had helped us to trace the names of the enterprises and the site of the workshop 

etc. Primary data collection included various tools, and methods, namely survey, key 

informant interview, and focus group discussion. Focus group taken by one of the enterpises 

and the selection of the focus group based on the respondents motivation and ability to 

explain the situation during at the time individual level of data collection. In-depth interview 

conducted with the key informant such as governmental officials from the bureau of micro 

and small enterprises at Meneharia sub city to understand the overall activities in the sector. 

The group leader of the enterprises were focused on a group context rather than the individual 

like group identity, social interaction, social capital, etc. Visual tools such as pictures used to 

picture 1-Operators during work time 
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show real features within the study area. For instances, in picture-1 showed that the what the 

work shop look like. Moreover, secondary  

data  collected mainly from the city of trade and industry bureau and Meneharia sub city 

administrative office from the department of MSEs during the year of 2015-16. Another 

source of literature like journal articles, website and official archives of annual report also 

used to substantiate the study result.  

  

4.3 Sample size and sampling technique 

The sample selection considered based on the 

secondary data soures information. The total 

number of population were 286  from 62 

enterprises. Out of 62 enterprises, 16 

enterprises had missing information regarding 

their intial capital andcurrent capital. Such 

missing values had an effect on the 

catagorization enterprises based on asset and 

the sampling technique. Therefore, total 

enterprises included only 46 enterprises. The reason for catagorization of enterprises was to 

included all level of economic level enterprises that based on the change of economic growth 

or the current asset. As we see the above graph, there is a differences in in the change of 

income. Consequently, it need an asumption of range of capital by comparing one to another. 

The sample catagorizatioin can be very high change Newland, high change Dana, medium 

change Nib, low change Meka , very low change Beminet, no change Ethio Sidama and 

negative change Lidet. Such categories help to understand the overall function of MSEs, free 

from biased  selection of the enterprises and to see the other dimensions as well. Therefore, 

quota sampling  technique is preferred because it is used to assist in minimizing bias when 

dealing with the population. (Jill & Roger, 2003). According to the meneharia sub-city 

admistration office, the number of people to form in a group is limmited to five. But in some 

cases , the number of people will varies depending on the condition (lack of people) and the 

type of cluster. The majority of metal and wood work cluster were an average of 5 people 

with in a group but very few of them were morethan or less than 5. Therefore, there were 35 

respondents from 7 enterpises. Among them 27 respondents were male and 8 of them were 

female (see fig-3). The reason why the study limited to 7 enterpises, during the field survey, 
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the study tried to increase the sample size by the second round but the feedback of the 

respondents were more or less similar with the first one.  

4.4 Data analysis  

The qualitative data analyzed using the descriptive method in assessing the individual level, 

group leader of the enterprises, administrative worker of Meneharia sub city and a focus 

group of metal and wood work cluster of  current status and recommendations emerging from 

their actual experience. Quantitative data analysis used more to measure the income and the 

information both from the survey and secondary data. The collected data presented using 

descriptive statistics, frequency counts, and the number of respondents  supported by 

graphical presentations.  

5. Results and discussion 

The finding is the result of combination primary and secondary data sources. The primary 

data were from the three interviews; administrative of the Meneharia sub city key informant 

interviews, the owners of the enterpises (35 members from 7 enterprises), seven group leader 

of the enterprises and one focus group discussion by using questionarie based on interview. 

The secondary data were collected from Meneharia sub city admistartion office. Therefore, 

the datas included age, sex, educational background and stage of development of the 

Meneharia sub-city were from secondary data sources and the rest of the the analysis 

computed from filed survey. In each sub-topic of the analysis, it is mentioned where the data 

were computed. The data presentation and analysis are grouped into five sub topic. These are 

i) The demographic profile of cluster of metal and woodwork (details of sex, age, education, 

marital status, work experiences and family size) ii) The social dimensions: -it covered 

research questions included the initiators who initiated to start up the business, the reason(s) 

to participate in metal and wood work, family support, sustainability of the business and the 

kind of support by the family or friends, the formation of the group, advantage and 

disadvantage of knowing each other, a strength and weakness of members  of the groups and 

mutual trust within the group. iii) Economical dimension: - it included stage of development, 

classification of level of development and its contribution to poverty reduction.iv) Political 

dimensions: - it encompassed party membership, and its benefit. v) Challenges of metal and 

woodwork enterprises: -it focused on the challenges that hinder the success of the enterprises. 
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5. 1 Demographic profile  

Table-2 Summary of the demographic profile of metal and woodwork cluster by age, 

educational level, work experience and marital status. 

Characteristics 

 

Frequency Percentage 

Sex  

Male  208 72,72 

Female  78 27,2 

Total  286 100 

Age    

18-25 130 55 

26-35 82 34,7 

36-45 18 7,6 

46-55 5 2,1 

56-65 0 0 

66> 1 0,4 

Total  286 100 

Educational background   

Primary school (1-8) 39 20,1 

First cycle secondary (9-10) 50 25,7 

Second cycle secondary (11-12) 28 14,43 

10+1-10+4 57 29,38 

12+1+12+4 15 7,73 

Diploma 1 0,51 

Degree  4 2,06 

Total  194 100 

Sources: - Computed from database of Meneharia sub city  

 

The data base of Meneharia sub city metal and wood work cluster has a total of 286 members 

until the year of 2015. As indicated in Table 2, the age and sex characteristics of the 

participants are well documented. However, the educational background is not, only 194 of 

them mentioned their educational status.  

5.1.1 Gender  

The above table (2) showed that from the total number of the participants, 206 are male while 

78 are female. In the metal and woodwork of the Meneharia sub city, both male and female 

take part of their activity. From the result, the current proportion of male and female in cluster 

still dominated by male, but what we are looking for here is women's participation in such 

kind of work. Heilbrunn asserts that, over time, the numbers of female-owned businesses all 

over the world have been rising, and that in the past decade women have begun to be 

recognized as successful entrepreneurs (Heilbrunn, 2004). However, Lele notes that the 



 

15 

 

frequently debated questions are whether women have adequate opportunities to participate in 

the production processes or they are just beasts of burden, the primary victims of exploitation 

(Lele, 1986).  

Once again, if we see the newly started of metel and wood work enterprises (Fig.3), the 

proportion of male and female are more than twice as many as the women. By the year of 

2010, 20 is the highest registration of female participants compared to the other years. It 

registered as the highest female participants until 2014. Similarly, by the same year, male 

participation is also increased. But it is not the highest registration; rather by the year of 2012 

it registered about 39 participants. In contrary, the years of 2014 the least participants were 

registered, both male and female.  

 

Figure 3. Male and female proportion by the year  

 

Sources: - Computed from database of Meneharia sub city  

 

 

5.1.2 Age of the respondents  

Previous sociological research has demonstrated that demographic cohort characteristics such 

as size and age can affect outcomes such as economic well-being (Easterlin, 1980) in the 

society. This study may not primarily have focused on demographic impacts on an 

individual’s age within the group, but the potential composition of the age group for 

productivity and poverty alleviation. The majority of the age group is between  18 and 35 

were about 212 participants from the total of 286. These groups of enterprises was established 

mainly based on the labor resources. From the group discussion, the members of the group 

have limited capital accumulation and the labor is the only resource that they had. Such 

productive work force is often believed to be an engine for the overall development of a 
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country. This doesn´t mean that active labor/human capital alone will make the sector an 

important instrument for the economic development of the country. In order for the sector to 

play a significant role in the economy, other issues such as capital, land, skill, natural  

resources have a valuable role. From this it can be concluded that the majority of the MSEs 

owners age group has better energy that would help to produce more. Furthermore, it is well 

established that some measures of social integration may be affected by the relative similarity 

of group members (Festinger, 1954 ). The similarity in attitudes, for example, has been shown 

to promote group cohesion significantly (Good & Don, 1971). However, such composition 

may not always advantageous. For instance, in US, age diversity is becoming increasingly 

prevalent (Jehn, Northcraft, & Neale, 1999).  

 

5.1.3 Educational status 

The current Ethiopian government recognizes the importance of education for national 

development. Policy is mainly aimed at expanding the education sector, improving quality 

and ensuring that educational content is harmonized with the country's economic 

needsAccording to Human Opportunity Index report for sub-Saharan Africa shows that 

Ethiopia has increased both the scale of education enrollment and the degree to which it is 

inclusive, favoring disadvantaged groups (Dabalen, 2014). Education can be linked to the 

process of information flow that enables the enterprise to be creative and imitate different 

designs to compete within the market. This can further enable them to increase production and 

productivity of the enterprises. The educational backgrounds of the member of the group are 

the combination of the previous curriculum of 8-4 and the current 8-2-2 formal education 

structure in Ethiopia. 4 Since most producers are owner operators, their educational 

qualification could be a measure of their entrepreneurial talent (Tegegne, 2007). Those 

owners having a better educational background are expected to have the better skill of 

managing enterprises strategically compared with those academically less qualified. When we 

see the educational level of the respondents (Table-1), it is shown that 39 of them were 

bewteen grade level of 1-8. This is followed by those who completed grade 10th first cycle 

secondary and second cycle secondary with 50 and 28 respectively. The table also showed 

that about 79 of the respondents were between 10+1 to 10+4 levels and about 15 of the 

                                                 

4The 8-4 curriculum is only having Primary and secondary school. has an official entry age of seven and but    Secondary school in 8-2- is 

divided into two cycles: First cycle secondary consists of grades 9 and 10: second cycle secondary consists of grades 11 and 11. 

 http://www.epdc.org/country/Ethiopia#sthash.WijWih3t.dpuf 
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respondents reached 12+1 to 12+4 respectively. It was only 1 respendant that had a college 

diploma /10+3 and about 4 of them  were those who had a degree. During focus group 

discussion, the underline reason to have low educational background status was the basic 

economic problem by their families. They had decided to enter the workforce at an early age 

for the survival of their family and themselves. The management of enterprises was promising 

but their educational backgrounds are still limited to vocational training and low level of 

education of the MSE operators may affect their ability to manage and market their 

enterprises effectively. 

 

Table -3 Summary of marital status, work experiences, and family size 

 
Characteristics 

 

 Number of Respondents Percentage 

Marital status     

Married   12 34,28 

Singled   23 65,71 

Total   35 100 

Work experiences     

Less than 1 year  -  

From 1-5 years  19 54,28 

From 6-10 years  11 31,42 

From 11years and more   5 14,28 

Total   35  100 

Family size     

One   23 65,71 

Two  3 8,57 

Three   2 5,71 

Four  1 2,85 

Five   1 2,85 

Six   1 2,85 

More than 6  4 11,42 

Total   35 100 

Source: -From field survey  

5.1.4 Marital status  

Ethiopia has one of the highest early marriage rates globally, where one in two girls marrying 

before her 18th birthday and one in five girls marrying before the age of 15 (CSA & ORC, 

2006). Such phenomena are among the main obstacles influencing women's decision to 

engage in income generating activities or depend on their husband as a source of income. The 

problems are deeply rooted in the traditional lives of many Ethiopian communities, 

perpetuated by poverty, lack of education, lack of  economic opportunities, and social 

customs that limit the rights of women. The marital status of the respondents presented in 

(Table-2) were only two categories, single and married. A large percentage of the participants 

were single that covered 23 respondents while the rest of 12 were married. The fact that 

marriage  contributes to the economic well-being of children and families (Robert, 2002 ), we 
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asked a question why you are still single. The respondents believe that “it is not the right time 

to involve in marriage” and “we are still young” not only that “our economic status may not 

push us to involve in marriage” during group discussion. While married respondents said that 

it is better to be “two” rather than “one”  and strongly emphasized many factors like work 

potential and revenues. Both being married or single has its own advantages and 

disadvantages. This can be seen when evaluating this from different angles. For instance, 

from the point of economic value, it is obvious that married couples can share expenses, such 

as rent and utilities, and use the savings to support a higher standard of living or to invest for 

the future.  

5.1.5 Work experiences  

Any development practitioner or business person can attest that MSEs owners acquire a 

substantial amount of skills and knowledge while operating their firms. Among the factors, 

work experience proves to be highly important for developing capabilities within micro and 

small enterprises as entrepreneurs with more years of work experience typically have faster-

growing MSEs. A scholar like a Mincer argued that practical on the job training is nearly as 

important as educations (Mincer, 1962). For instances, for Kenyan, entrepreneurs with at least 

seven years of work experience expanded their firms more rapidly than those who do not 

(Mead & Liedholm, 1998). Regarding in Ethiopia, there is Technical and Vocational 

Education and Training (TVET) that provides trainees with the technical skills applicable to 

the particular trade. The program is targeted those who cannot continue preparatory school 

but qualified the requirement for the entry. The labor market assessment performed by these 

agencies didn’t implemented the national policy and strategies directly. Rather, it is analyzed 

within the TVET system to extract the relevant information (MOE, 2008). Such policies and 

strategies that make the sector of micro and small enterprise become the second largest 

employment-generating sector following agriculture (CSA, 2005). With regard to the work 

experience , the majority of the respondents had experiances morthan 1 year of the 

respondents. There were 11 respondents those who had between 6 and 10 years. The rest 5 

respondents were more than 10 years experiances. The respondents may have such 

experiences either directly by being employed in private organization or family enterprise or 

working in their business and coming up again as a member in micro and small enterprise. If 

such experience came from the same sector, it is important for developing capabilities within 

MSEs, faster-growing MSEs and helps to manage the problems easily. It also enhances 

professional and social networks that help with accessing financial resources, finding 
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management advice and identifying business opportunities (Ramnarayan, 1993). Moreover, 

formal training can have a positive impact on employee skills, employee behavior scripts, 

employee motivation, employee output, and firm performance (Blanchard & Thacker, 1999).  

5.1.6 Family size 

Family size is useful for availability of labor to carry out various socio-economical activities 

in small business society; hence, there was a need to analyze the sampled participants in this 

regard (Table-2). According to central statistical agency, the total employment in these urban 

micro-enterprises, family members accounted for 60 percent (CSA, 2003). Beyond family 

members, apprentices constituted a large proportion of the remaining MSEs workforce. As 

can be seen from the table, the majority of them were a single that covered 23 respondents. 

About two  respondents had 3 children and tow of them were 2 family size with no 

children.There were three respondents that covered each 4, 5 and 6 family size. Therefore, 

single household were more engaged in the operation of metal and wood work cluster.  

5. 2 Social dimension 

5.2.1 Business start up incentives 

The incentives to participate in MSEs are varying from individual to individual (Goldenberg 

& Kline, 1999). The most common primary personal reason to start up a business cited in the 

literature is independence or wanting to be one’s own boss (Carter & Allen, 1997). Additional 

personal reasons given include: to achieve job satisfaction; wanting a flexible lifestyle; the 

personal challenge; a need for personal development; the need for approval; wanting 

autonomy 

Table- 4  Business start up and reasons to participate in metal and wood work. 

Characteristics 

 

Frequency Percentage 

Who initiated to start up the business?   

Myself  22 62,85 

Family 5 14,8 

Friends 8 22,85 

Others  0 - 

Total  35 100 

What is/are the reason (S) to participate in metal and wood 

work? 

  

Family working with the same type of work. 1 2,85 

Easy work 0 - 

No need of difficulty for training  1 2,85 

More profitable 23 65,71 

Friends working with the same type of work. 1 2,85 

I have a gift for such kind of work 1 2,85 

I have no other choice  8 22,8 

Total  35 100 
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  Sources: computed from field survey  

 

and to use existing experience and knowledge (Walker, 2001). However, the main reason to 

engage in the MSEs especially in the developing countries like Ethiopia is lack of job 

opprtunity (Bank World, 2007). Yet, starting a small business can be immensely rewarding in 

various ways. Like personal fulfillment, self-discovery, financial independence, a way to 

make your mark in life, and also to make a positive contribution to your local community or 

chosen business area. In some respects, there are things people would like to learn from 

looking at the way in which people set themselves startup in business. Generating income can 

prove to be literally the difference between life and death.  

The question put to the respondents, excluding the detailed reasons above, was focused on the 

“who is/are” actually motivated you to join the micro and small enterprises. Is he your friend? 

Your family? By yourself? Or others. The necessity of this question included knowing the 

influence of family or, friends or others on decisions making of the individuals. In this 

regards, most of the respondents about 22 of them agreed that “I myself” decide to join the 

business. The Other motivator were “friends” that covered about 8 respondents . Of course 

family had an influence, but in this study it was registered a least influences start-up decision 

that mentioned by 5 respondents.  

5.2.2 What are the reasons to participate in metal and wood work? 

You can´t always do what you want to do, different determinants like demand and supply 

factors affect the choice of the work. The main reason declared by the respondents to join 

metal and woodwork is significant profit. It's mentioned by twenty three (23) of respondents. 

About eight (8) of the respondents said they did not have another option. The rest of the 

respondents were mentioned family working with the same type of work, no need of difficult 

training, friends working with the same type of work and experience and skill. These were 

much less relevant to start and run a business. Experience and skills are an important 

prerequisite for starting some kind of manufacturing or service business (Mincer, 1962). 

Nevertheless, only1 respondent had given this as a reason for joining metal and woodwork  
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Table 5. Summary of family support, sustainability of the business and the kind of 

support by the family or friends  

Characteristics 

 

Frequency Percentage 

Is there somebody that runs such a business  

among family/friends or other close? 

  

Yes 16 45,71 

No 19 54,28 

Total  35 100 

If somebody runs such a business, did they help for 

sustainability of the business? 

  

Yes 14 87,5 

No 2 12,5 

Total  16

  

100 

If what kind of help they contribute to the business?   

Experience sharing  11 39,28 

Develop new idea 2 7,14 

Support credit the time big work 7 25,00 

Moral support 8 28,57 

Total  28 100 

Sources: computed from field survey 

 

5.2.3 Family support  

In developing countries where market failures are prevalent, strong social networks constitute 

the major source of finance, advice and support for micro and small enterprises (Chan, 2001). 

The social capital that is based on family relations and kinship provides a cushion against hard 

times, especially when the state is incapable of providing basic services. Chan’s study  on the 

Chinese guanxi networks showed how a common code of conduct, values and norms reduces 

risk and uncertainty for Chinese entrepreneurs (Chan, 2001). Likewise, studies in Kenya, 

Zimbabwe and Nigeria show how embeddedness in socially and politically rigid production 

networks can either limit or promote entrepreneurial innovation (Sverrisson, 1993; Meagher, 

2010).The entrepreneurs “ families" requests for profit distribution is found to be a common 

growth barrier for small-scale businesses in Africa and Asia, especially among women 

entrepreneurs (Meagher, 2010). 

The influence of social capital (table-5) on MSEs start-up were first determined by asking 

whether the respondents have such business or related around them. Among the total 

respondents, 14 out of 16 said “yes”  and the 2 of them said “no”. Those who said no, there is 

no direct or indirect support. The rest were supported or advised by people in their network, 

including business network, relatives and mentors. Analysis from the open ended questions, 

the respondents allowed to mention what kinds of help they received. From the total 

frequency of (28), 11 of the respondents mentioned that “sharing experience” was the most 

respondents repeatedly  provision. The common type of family support, which are considered 
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productive for encouraging discussions among members of the group, detecting issues early 

on and providing an opportunity to signal any concern  by their family. A strong family also 

provides moral support at the time of market failure and shortage of capital for expansion the 

work. In addition, in developing new ideas and support, groups are less effective.  

 

Table 6. Summary of advantages and disadvantages knowing each other. 

 
Characteristics Frequency Percentage 

Did you know each other before the formation of the group?   

Yes  4 57.14% 

No 2 28.5% 

Somehow 1 14,28% 

Total  7 100% 

What did you get the benefit because of knowing each other?    

Respect each other  1 3,07 

Help each other  1 3,07 

Honesty  3 11,11 

To share experiences  2 7,40 

Enable to do an open discussion 2 7,40 

It helps to solve the common problems easily 3 11,11 

Develop responsibility 3 11,11 

It helps to use private asset and material for the enterprise 4 14,81 

Bring new job 2 7,40 

It helps to achieve our objective 2 7,40 

It is easy for decision on the new plan and others  4 14,81 

Total 27 100 

What did you lose because of not knowing each other before 

the formation of the group? 

  

Misunderstanding easily lead to conflict 1 20 

Unable to use the full capacity of the members 2 40 

Depend on one another 1 20 

Difficult for management of the enterprise  1 20 

Total  5 100 

Sources: -Computed from field survey 

 

5.2.4 The advantage and disadvantage of knowing each other 

Did you know each other before the formation of the group? The question was an introduction 

to understanding how far “groups” at the micro and small enterprise genuinely reflect the 

outcome of social attachment in the process of MSEs. This question was addressed to the 

group head of the enterprises. From the total of seven enterprises , four of them knew each 

other before forming the enterprise, two of them did not and the rest one enterprise said 

“somehow”( which means three of them were know each other and two of them did not). 

Then followed the next questions “what did you benefit because of knowing each other? ”and 

“what did you lose because of not knowing each other?” before the formation of the group. 

The result presented in description form and jot down all the answers and classified similar 

answers in the same group and counting as frequency. The highest frequency is the most 

repeated reason that mention by the respondent. Therefore, we had 11 reasons that mentioned 
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for the advantage of knowing each other with a total frequency of 27. From this result, “It 

helps to use the private asset and demand for the enterprise” and “It is easy for a decision on 

the new plan and others” were the highest frequency reasons mentioned by 4 respondents. 

Following that to share experience, to enable to do open discussion, to bring new job and it 

helps to achieve our objective were commented by two members of the group. Lastly, respect 

each other and help each other are the least frequency that mentioned.  

From the point of disadvantages, “unable to use the full capacity of the members” was 

mentioned by the two categories. Besides, “misunderstanding easily lead to conflict” and 

“difficulty to manage the enterprise” were mentioned by those who did not know each other 

before forming the group, whereas “dependency on one another” was mentioned by somehow 

knew each other. 

Table 7. A summary of strong and weak part of members of the groups 

 
Characteristics  Frequency Percentage 

What are the strongest parts of the side of the group?    

Social capital like Edir,5 Eqib6, etc. 5 17,8 

Creativity 2 7,14 

Give value for time 3 10,71 

Have a meeting every week  1 3,57 

Understanding each other  4 14,28 

Job creating 2 7,14 

Highly motivation for change 4 14,28 

Believe through the hard working 2 7,14  

Transparency  2 7,14 

Keep secret  2 7,14 

Total  28 100 

What is/are the weakest side of the member of the group? 

 

  

There is no creativity 1 5,26 

Absent during working hours 4 21,05 

Dependency on drugs like “chat” 6 31,57 

Unnecessary expenses of the individual 3 15,78 

Market assessment problem 2 10,52 

Financial management problem 3 15,78 

Total  19 100 

Sources: - Computed from survey 

                                                 

5  A widely prevalent sort of funeral grouping in Ethiopia, where resources are mobilized and pooled to get emotional and material support 

up on a death of the member himself, his dependents or relatives 
6 A voluntary, informal, and indigenous form of rotating saving and credit scheme, where each member contributes a mutually agreed 

amount of money on weekly or monthly basis. In such schemes, each member is entitled to receive the collected lump sum once as per his 

contribution. 
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5.2.5 Strength and weakness side of the members of the group 

The weakeness and strength of  group membership is discussed to understand the the struggle 

of poverty alleviation. Many studies confirm that, the firm that founded by teams are on 

average more successful than founded by individuals (Cooper & Bruno, 1977; Mayer, 

Michael, Heinzel, & Müller, 1989; Bird, 1989).  However, there are still challenges emanating 

from the teamship itself. 

With this analysis (Table-7), I addressed the two questions for the head of the group members 

for each sample enterprise. These are i) What are the strongest sides of the group? And ii) 

What are the weakest sides of the group. From this, the respondent mentioned different point 

for both advantages and disadvantages. From the total reasons (10), development of social 

capital is a dominant point mentioned by  five (5) respondents. Following that “Understanding 

each other” and “Highly motivation for change” are mentioned by 4 enterprises.   

“One of the respondents (pic-2) said that 

understanding each other is the basic tool for any 

enterprises. Since in each activity, there is a contact. 

For instance, the one who cut a metal has a full 

responsibility to cut appropriate design and a 

accurate size for the welders. Otherwise, there is a 

probability of conflict between a cutter and a welder. 

Because, the miss understanding that will cost, the 

time, money and the quality of the work in general. 

This has a great impact on computation in the market 

that we try to challenge the poverty reduction. 

 

 Similarly, the other respondent underlines the motivation for the members of the group. He 

said that the members should believe that I am working for myself not the group. This should 

keep in mind for every member of the group. Therefore, the combination of each individual’s 

effort within the group that makes the group competent in the market and more profitable. 

Therefore, there is a chance to achieve the government and our objective of poverty reduction 

strategies. 

 

The remaining advantages are “creativity, believe through the hard working, transparency, ” 

and “keep secret” are mentioned by two (2) and “given value of time” mentioned by  three 

(3), the least point that mentioned was a “weekly meeting” by the respondents that only 

mentioned by one (1) enterprise. 

As to the social capital in MSEs of metal and woodwork enterprises, people will get a benefit 

from a social interaction from a different activity like equib and edir. These two are the most 

popular activity that sustains the solidarity of the society of Ethiopian culture. Despite the 

expansion of both private and governmental banks in a variety of places, equip is still has an 

picture 2-interview with the head of the group 
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important role in the society at large. Besides economical, it has many sociological aspects 

visible from the beginning until to the end social interaction and cooperation. For instance, the 

most important issue is trust. From the rotating of the money, either weekly or monthly one 

person is entitled to take the collected money, but before he/she takes the money he/she is 

trusted. The other important things are a chance to contact different people. Not only that, it is 

the place of discussing different issues and information. It is a place of marketing, material 

cost, work opportunities, current market, new bidding etc. From weakness side, dependency 

on drugs like “chat” are the most dominant points that are mentioned by the 6 enterprises. 

Following that, absence during working hours mentioned by 4 enterprises, unnecessary 

expenses by the individual and financial management problem is mentioned by 3 enterprises 

and lack of creativity mentioned by only 1 enterprise.   

 

During the group discussion worker’s motivation to use chat and the various impacts on work 

activity in small business came up. Chat (Catha edulis, Khat or Qat) is an evergreen plant 

used commonly for mastication and its sympathomimetic actions (Cox & Rampes, 2003). 

Most of the time the workers started to chew chat in the afternoon time (working time) but 

some of them those who are highly addicted could start early in the morning. The common 

chat market is by the time of lunch. The highly addicted workers will save the chat for 

tomorrow and invited each other until they get fresh. The reasons mentioned by the 

respondents was mainly for initiation of work, but also for relieving from anxiety and get 

relaxation. Chewing chat was criticized by a large part of the society, but today it seems more 

expanded and more socialized both in the rural and urban areas. Besides that, in workplace 

like MSEs it has a lot of drawbacks. These are a high dependency on chat (work efficiency is 

depending on chat availability), decrease the working time (spend time with chewing chat), 

behavioral change of the workers (like more silent, depressed), loss of appetite.  

 

5.2.6 Trust within the group 

Before going to qualitative analysis of trust, it should be suitable to define the meaning of 

trust because it varies depending on the context. In economics, trust is a public good 

necessary for the success of a market economy (Misztal, 1996). While from a sociological 

standpoint trust, "Trust is the attitudinal ground-in effectively motivated loyalty-for 

acceptance of solidary relationships" (Parsons, 1970). From the domain of the defintion, two 

question were provided for the respondents. Is there a trust among the group? If yes “how 
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such a trust develops?” and what is the contribution to the enterprise? Among the total 

respondents, 5 of them said that we trust each other because we know each other. Knowing 

each other is the base for trusting each other. The rest of 2 respondents said that it depends on 

the degree of risk in the situations that we will face. Every single issue should be discussed 

and decided by the members of the group. Therefore, trust is the result of dicussion among the 

group. However, there is a trust within the group in social life, even if the level varies from 

person to person. Such variation does not arise by a single day, it comes through a process of 

social interaction. Putnam  and Krishna are also arguing that people who trust each other are 

thought to be more likely to interact and cooperate with one another, and these increased 

levels of cooperation, in turn, enhance economic exchange (Krishna, 2000; Putnam, 2000). 

 

5.3 Economic dimension  

MSEs had got a special focus by the government, it comprised the largest share of total 

enterprises and employment in the non agricultural sectors. In recognition of the important 

role MSEs have to play in generating income and creating job opportunities and reducing 

poverty, the government drafted its first Micro and Small Enterprise Development Strategy in 

1997. This part had discussed economic and economic related issues that show the activity of 

micro and small enterprise of the Meneharia sub city particularly metal and wood work 

cluster.  

 

5.3.1 Stage of metal and wood work development at Meneharia sub- city 

The study reveals that in Meneharia sub city there are about 62 enterprises under the cluster 

of metal and wood work, of which, 41 of them are classified as small manufacturing 

enterprise level and the rest 21 would be into micro level of enterprise at the beginning (see 

figure 5). In addition, it tells us their level of development based on their change. These are in 

a different stage of development. These are stage 1 (beginners), stage 2 (there is some change 

in their capital), stage 3 (there are a change and capital, transform to become medium level) 

and stage 4 (the last expected stage of development).  
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Figure. 4 Stages of development     Figure. 5 Levels of enterprise  

 

Sources: - Computed from Meneharia sub-city database 

As can be seen from the graph  (fig.6), by the year of 2011 the highest numbers of enterprises 

were registered, 12 in wood and metal work enterprises. By the years of 2012 and 2009, 11 

and 10 enterprises were registered respectively. The remaining years had an average of 4 

enterprises. According to Meneharia experts, the reasons for fluctuating are market 

availability and lack of access to the place for workshops and sales of their product. Due to 

such problems, individuals prefer to start their own business privately in their private 

residence. That will help them to save their expense from rentals.  

Figure 6. Number of enterprise per year 

 

Sources: - Computed from Meneharia sub-city database 

 

5.3.2 Classification of stage of development  

According to Meneharia sub secondary data, there are about 4 stages of development based 

on the initial capital. These are beginners, low, medium and high income. The enterprises 

owners had different sources of capital at the establishment of the enterprise. Some of them 
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were from saving or support and others from sharing or their own capital. But the majority of 

the enterprises had aquired the money from credit.  

Among the total 62 enterprises, for 16 of them I do not have complete information. For some 

of them had initial capital, but not current capital (Goh, Joint, Tibeb and Tsiyon). For others 

such as Hula wendimamachoch and Welima Leandinet  had initial capital but do not have 

current capital. The rest of them (Ases, black Abyssinia,Efeson, Tsiyon, GM, Natioonal, henok 

ena betesebochu, Karamara and, Armonium,Z) initial and current capital is missing. 

Therefore, our emphasis on only 46 enterprises. To evaluate the economic status of the 

enterprise, we need to focus on the change of their capital. In other words, the least capital 

registered enterprise; it does not mean that there is no change. Similarly, the highest capital 

registered, it does not mean necessary there’s a chance of success, it may not have a change in 

the capital. For instance, Mesay enterprise had an initial capital of 1000 birr and their current 

capital is 40000 birr. As a change, they bring a big difference but, as capital still they need to 

do a lot. On the contrary, Nohe has had an initial capital of 102,651 Birr and later it has a 

capital of 127,000 Birr only. As a capital, it is relatively good, but as a change a very little 

change. Some of the enterprises registered higher change when I looked at the initial capital 

as a reference. For example, the enterprise Alroa has had 20000 Birr an initial capital. Later, 

the current become 12000000 Birr and it registered as one of the most successful enterprises 

from the metal and wood works cluster. On the other hand, the enterprise Dil has had an 

initial capital of 140 000 Birr. Far ahead, the current capital is 75000 Birr. This enterprise has 

a negative development and it is difficult to compete in the market and to achieve the poverty 

reduction. Some of them like Beza, birhan ena Nigat, Dil and Ethio sidama are in the stagnant 

stage of development. There is no economic change, they are in survival status. Of course, 

time is the main factor for change, the evaluation did not consider the year of the 

establishment of the enterprises. 

The overall economic status of the enterprises seems to progress. Both secondary data sources 

and respondent from the interview indicated that there is a hope of development. Most of the 

respondents appreciated the government promotion of the sector, but still it is not enough. The 

problems with the credit facility, bureaucratic and long time on the waiting list were some of 

the main obstacles to economic growth as expected. 
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5.3.3 Metal and wood work enterprises contribution to growth income 

The concept of poverty is complicated and has multi dimensional indicators. Therefore, to 

understand the influence of poverty, consider the way of their living style before and after 

joining the enterprises. The most considerable factors are basic needs and it included some 

extra necessities. The surveys show that 31 of respondents said “yes”, it contributed to 

poverty reduction and the rest 4 said “no”. Beside from the yes or no question, the majority of 

the respondents had been experiencing shortage of food and difficulty to eat three times per 

day. Later, after their involvement in the sector increased their income and enhanced  their 

diet. The same questions were addressed for the head of the subcity of the administration 

office. 

 

Table. 8- Metal and woodwork enterprise contribution to economic growth 

 

Characteristics 

 

Frequency 

 

Percentage 

Do you believe that your enterprise contributes to economic 

growth? 

  

Yes  31 88,57 

No  4 11,42 

Total  35 100 

Do you have additional work   

No 29 82,85 

Yes 6 17,14 

Total  35

  

100 

If you have additional work, what proportion of household 

income does this business contribute? 

  

About half 3 50 

More than half 1 16,66 

Less than half 1 16,66 

Almost all 0 - 

I do not know 1 16,66 

Total  6 100 

Sources: - Computed from survey 

He argue that the participants in MSEs are highly beneficiaries and contributed to poverty 

reduction. Furthermore, some of the enterprises shifted their level of development to medium 

scale and the sector contributed significantly to national income. That is, the sector generates 

goods and services that have a low foreign exchange content and as such, they are expected to 

reduce dependence on imported goods. Hence, MSEs are relevant to government efforts 

aimed at saving foreign exchange and correcting distorted demand patterns. Thus, the sector 

helps in narrowing balance of payment deficit problem. Nevertheless, those who are not 
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successful criticize the government policy and strategies, bureaucratic processes and market 

problems. 

5.3.4 What proportion of household income does this business contribute? 

Today many people those have low income  have a difficulty to lead their life with only one 

job. They should do extra work either as employed or run their own business on the side. 

Especially those who have children the challenges become more serious than single. In the 

recent decade, wife’s role especially in the least developing countries like Ethiopia were home 

activities like preparation of food, taking care of children, participating in social life etc. 

Today, it is changing. Women start up activities to generate income to the family. They spend 

their time in a working place and contribute to the family income and to reduce poverty. In 

addition, men are also involved in additional work.  It is not surprising as micro and small 

enterprises have a role of job creation. The main important thing is to generate sufficient 

income for the family and the question of sustainability. Does the profit satisfy the family 

members or are they looking for additional work. The survey that collects the data on 

consumption and expenditure is used to understand how much does the enterprises contribute 

to poverty reduction. The survey result indicated that 29 of the respondents replied that they 

had no additional work. The rest of 6 respondents were not fully dependent on metal and 

wood work business only. Most of the married had additional work because either directly or 

indirectly their family are in the business. The additional work contributed half of the total 

revenue 3 respondents said. Two of them said that it contributed more than half, and less than 

half each. Only one respondent did not how much it contributed to family expenses.  

5.4 Political dimensions  

This study seeks to describe the political dimension that related specifically the operator’s 

participation that leads them to the development of political consciousness. From the social 

network model, it demonstrate that social interaction has a value-added effect that helps us 

better understand when personal characteristics and resources contribute to participation 

(Scott M. D., 2003) regarding on this few questions were addressed. 
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Table 9- Political party membership and its benefit. 

Characteristics Frequency Percentage 

Are you a member of any political party?   

Yes 35 100 

No - - 

Total  35 100 

What benefit did you get from being a political member?   

Access to market  6 8.45 

Job opportunities 34 47.88 

Nothing 1 1.40 

It helps to know the right and duties of citizens 7 9.85 

It helps to know the constitution 11 15.49 

To understand the current overview of the country 12 16.90 

Total  71 100 

Is there a chance to discuss political issues during break 

time? 

  

Yes 30 85.71 

No  5 14.28 

Total  35 100 

How do you develop the political awareness?   

Listening radio  16 16.49 

Training 6 6.18 

Discussions in workshop 11 11.34 

Debate on different issues 31 31.95 

One to five discussions 33 34.02 

 

Total  97 100 

   

Sources: - Computed from filed survey 

The question started by asking, “Are you a member of any political party?” The question did 

not have the intention to know to which party respondents signed up: rather the advantage and 

disadvantages of being in a political party in small business. Following that, the questions 

engrossed on the issues: Government incentives, participate in the evaluation of new policies 

and strategies, network, political consciousness, political discussion, and the favorable legal 

and regulatory environments in this sector. From the survey, each survey respondent asked 

whether he or she is a member of political party. Among the 35 respondents, all of them were 

involved party membership. This is interesting point for this specific study. The ruling party 

membership in Ethiopia expanded greatly throughout the country. It seems that there is no 

clear differences between civil servants and politicians. As I observed the hierarchy of the 

governmental office from lower to higher administration office, the ruling party occupied it. 

Not only in this sector but in others too. Such space will create the possibility of high social 

interaction among them. This interaction add a value for the government as well as for the 

members as well. For the government, it is a suitable place to socialize its policy and 

strategies within the people and main decisively to know the heartbeat of people in general. 

Likewise, party members generally benefited by aware of political awareness, and 

familiarizing with the new laws, policy and strategies. Regarding on the subject matter of 
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metal and wood work enterprises were benefited like with the new job opportunity, new work 

contract agreement and credit facility etc. Parenthetically party membership become just a 

pre-requirement, once it was when there were few members. Today, the ruling party do not 

have just members they must involve with the government plan and support the ruling party 

objectives with their cost and time. The attitudes and experience developed in different time 

and different place converted into political action7, that action will add value in their life. 

Besides that, most importantly the willingness of the people to share an idea, to appreciate or 

criticize the ruling party has great impact within the group and the society. I concentrate on a 

particular aspect; namely, how do develop political awareness and there a chance to discuss 

political issues in the workshop during break time. During the group discussion, there were 

two major tools that mentioned by the respondents to develop political awareness creation; 

one to five 8legal formation by the group and debate on different issues at different time were 

the highest frequency that mention by 33 and 31 respectively.  Next to that, listening radio at 

workshop and discussion on workshop had 16 and 11 frequencies respectively. Lastly, 

training was the least mention tool that covered about 6 frequencies. Finally, the study found 

that MSEs owners were under strong governmental control to achieve the government aim. 

The unintended consequences of their seeking benefit affect the day-to-day life as well. I 

think the government forget the constitution what it had written by his own hands. People are 

suffering with lack right. For how long people doing under the table.  

 

5.5 Challenges of metal and woodwork enterprises 

In Ethiopia, MSEs Sector is the second largest employment-generating sector following 

agriculture (CSA, 2005). In spite of the enormous importance of the sector for the national 

economy with regards to job creation and the alleviation of poverty, some studies shows that 

the sector is facing financial challenges, which impeded its role within the economy. These 

challenges are a lack of access to credit, insufficient loan size, time delay and collateral 

problems (Gebrehiwot & Wolday, 2006). This study is also interested to understand the 

challenges of metal and woodwork that are associated with both internal and external 

                                                 

7 P. C. W. Gutkind, "The Poor in Urban Politics in Africa: A Prologue to Modernization, Conflict and the Unfinished Revolution," in 

W. Bloomberg and H. Schmandt, eds., Power. Deprivation and Urban Policy (Beverly Hills, 1968), pp. 355-396 
8 Five to one is the new meeting of members of the ruling party, that discuss different issues with in schedule 

time. 
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problems of the enterprises. The questions were addressed specifically to the head of each 

enterprise.  

 

Table 10- Summary of challenges that hinder the success of the enterprises. 

 
Characteristics Frequency Percentage 

What are the challenges that hinder the success of the 

enterprises? 

  

Shortage of electricity and unscheduled power off 7 20.58 

Bureaucratic working procedure  2 5.88 

Weak institutional capacity 1 2.9 

Lack of commitment by officials 2 5.88 

Insufficient credit facility  3 8.82 

Market problem 4 11.76 

A place for selling the products 4 11.76 

Total  34 100 

Sources: - Computed from filed survey 

Regarding the challenges, the respondents group leaders mentioned that shortage of electricity 

and unscheduled shutdown power was the main problem mentioned by all enterprises. 

Basically, electricity is a national problem in Ethiopia that hinders the development of any 

sector. Indeed, all levels of enterprises are highly dependent on electricity, however, micro 

and small level business is facing more severe problems than macro because it is difficult to 

use other alternatives like generators. This problem is frequently mentioned by the 

respondents. A few of the enterprises had started to use generators, but still fuel shortages in 

the city make this less significant. A dam (Hidase gidib) that is based on the Nile River (Abay 

River) will be an energy source in the future to end the current shortage. In the meantime, it 

seems the problem will continue unless the government sees other alternative solutions. 

Another problem was postponing of the completion of already ordered products because of an 

unscheduled shutdown of electricity. It has a great impact on customer satisfaction. Some 

customer will understand, but other do not. That makes it more difficult to decide how much 

time is taken to finish the ordered products. The other problems mentioned by the respondents 

were a market problem and lack of a place to sell their products. These problems were 

mentioned by four enterprises. In the view of one of the respondents mentioned during the 

discussion, of course there was a market linkage created by the government projects and 

institutions but it was not satisfactory and underlined that there is a problem of commitment by 

official government. Following the above problems, insufficient credit facility is also one of 

the main problems. Moreover, bureaucratic working procedure and lack of commitment by 

officials were also a part of a problem that was mentioned by the two enterprises.  
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6. Conclusions and recommendations 

6.1 Conclusions 

The analysis on the contribution on metal and wood work enterprises in the Meneharia sub 

city may raise some important issues. More importantly, it conveys how much metal and 

woodwork enterprises contributed for poverty reduction and offers a framework focusing on 

social, economic, and political dimensions. The paper also provided specific insights about 

the challenges and obstacles of metal and woodwork. In addition to that the analysis of the 

demographic profile of respondent’s is usefully related with the impact on poverty reduction.   

From the demographic profile it is revealed that there exists gender disproportion, low level of  

educational  (vocational training) background, little experience with the same type work in the 

most active and productive age group and single marital status and very few family members. 

Regarding economic dimensions, the growth of gross national product (GNP), GDP per capita 

is often considered an indicator of a country's standard of living. Metal and wood cluster is a 

profitable and most attractive bussiness that argue by most respondent. A primary and 

secondary analysis on the evidence had found that the enterprises had a positive progressive 

increasing income but  the respondents underline that they did not get a profit as they 

expected from the business. The problems like shortage of electricity and unscheduled shut 

down of power was one of the main problems that was mentioned by all enterprises. The other 

problems are lack of credit facilities and bureaucracy are also included as the main difficulties 

that obstruct the economic growth of the enterprises. There are some enterprises failed out 

from the market because of inability to compete in the market.  

Concerning Social capital (Coleman, 1990) and social network (Scott J.,1991) had a great role 

for their success of the enterprises before  and after the establishment of the enterprises. 

Durring the analysis a self-decision is more significant for starting business than family and 

friends of the respondents. The participants had an advantage because of knowing each other. 

They respect each other, help each other, honesty, develop trust, share experience, enables an 

open discussion, it helps to solve the common problems easily, develop responsibility, it helps 

to use private asset and material for the enterprise, bring a new job, it helps to achieve our 

objectives, and it is easy to decide on a new plan and other things. While some of the 

respondents were not known to each other at the formation of the group that could easily lead 

to conflict, inability to use the full capacity of the members, dependence on one another and 
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difficult management of the enterprise. Another important finding is that some participants 

were are addicted to drugs (chat) that leads to decreasing work efficiency. 

Finally, on the political dimension of the study found that being party member will add value 

both for the ruling party as well as the members. This is clearly discuss by  (Scott M. D, 

2003). The interesting things was that all the respondents during filed survey were a member 

of a political party. It seems that  ruling party and members are mutal benefit . Not only that 

the study found that MSEs owners were under strong governmental control to achieve the 

government aim. 

  

6.2 Recommendations 

 From the above evidence, male and female membership are disproportionate, 

therefore, the responsible bodies should take more consideration to optimize the 

benefits for women that enhance the poverty reduction strategies pursued by the 

government. 

 The findings of the research indicated that metal and wood workers are the most active 

and productive age group of people and such working environment is a fertile ground 

mostly for the youth and adults by providing employment opportunities.  

 Most participants had a low level of education (vocational training), therefore, 

participants should upgrade their educational level since education increases the 

potential for production and innovation and the ability to adapt to changes in the 

business environment. Therefore, the responsible bodies should consider and create 

opportunities for advanced training either in the governmental organizations or a 

private company.  

 Government should create awareness of the drug problem in schools  by highlighting 

biological and social impacts especially for those who are young and vulnerable. 

 The problem with credit facilities and bureaucratic hassles are mentioned as main 

obstacles that hinder the economic growth. Therefore, the government should increase 

credit availability and install transparent routines to enhance long term survival.  

 

Finally, the participants underlined that the government should give much attention for the 

problems otherwise the new policies and strategies that concern MSEs is will fail as they 

mentioned during focus group discussion.  
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Appendex - 1 questionnaires 

I. The surveyed questionnaires of the study 

(individual) 

1. Demographic profile of respondents 

1.1 Age Number percentage 

Below 18    ☐ 

18-30    ☐ 

31-40    ☐ 

Above 40    ☐ 
1.2 Educational level 

Can’t read and write   ☐ 

Grades 1-4    ☐ 

Grades 5-8    ☐ 

Grades 10 complete   ☐ 

10+1 &10+2    ☐ 

10+3 /diploma    ☐ 

BA/BSC & above   ☐ 

1.3. Marital status 

Married    ☐ 

Single    ☐ 

Divorced   ☐ 

Widowed   ☐ 

1.4. Experience 

Less than 1 years   ☐ 

1-5 years    ☐ 

6-10 years    ☐ 

Greater than 10 years  ☐ 

1.5. Family sizes of respondents 

1 ☐  D.  2 ☐  

3☐  E.  4 ☐  

5☐  F.  6 ☐ 

 

2. Economical  

2.1 Who initiated to start the business? 

Myself alone    ☐ 

With the family   ☐ 

With a friend/partner   ☐ 

Other   ☐ 

2.2 Considering source of cash income for your 

household. What proportion of household income 

does this business contribute? 

about half   ☐ 

more than half    ☐ 

less than half   ☐ 

do not know   ☐ 

all   ☐ 

more than half    ☐ 

3. Social  

3.1 What is/are the reason(s) to participate in this 

activity? 

Activity of my parents or family   ☐ 

Easy to find work    ☐ 

No need difficulty training   ☐ 

You can earn a lot in this activity   ☐ 

I have friends in this work   ☐ 

I have a special skill   ☐ 

No choice    ☐ 

No problem    ☐ 

Other      ☐   

__________________ 

 

3.2 Is there somebody run such a business in the 

family/friends or other? 

A. Yes ☐  B. No ☐ 

3.3 If the above question is yes, did they help for 

sustainability of the business? 

A. Yes ☐  B. No ☐ 

3.4 If the above question is yes, what kind of help 

they contribute for the business? 

3.6 How did you form the group? 

3.7 What was the requirement? 

3.8 Did you know each other before the formation of 

the group? 

A. Yes ☐  B. No ☐ 

3.9 If the above question yes, what did you get the 

benefit? 

3.20 What is/are the weakest side of the member of 

the group? 

3.20 Do you have social interaction beside the work? 

A. Yes ☐  B. No ☐ 

3.21 In what kind of interaction participate? 

3.22 Do you have a better of social acceptability 

around the working environment? 

A. Yes ☐  B. No ☐ 

3.23 Do you have a better contacts or networks with 

outsiders? 

A. Yes ☐  B. No ☐ 

3. 24 How do you describe the trust with in the group 

(identity-based trust)?  

3.25 How do describe trust and collaboration with in 

the group members of in the work shop? 

Political  

4.6 Are you a member of any political party? 

A. Yes ☐  B. No ☐ 

4.7 If you say for question yes, what benefit did you 

get from participation? 

4.8 Is there a chance to discuss political issues during 

brake time? 

A. Yes ☐  B. No ☐ 

4.9 If yes for question number (4.8) how do you 

develop the political awareness? 

4.11 How about the political conciseness of the 

member of the group? 



 

 

A. Very good    ☐ 

B. Good    ☐ 

B. Not Good   ☐ 

 

 

II. The surveyed questionnaires of the study 
1. Social aspects 

1.1 How did you form the group? 

1.2 What was the requirement? 

1.3 Did you know each other before the formation of 

the group? 

A. Yes ☐  B. No ☐ 

1.4 If the above question yes, what did you get the 

benefit? 

1.5 If the above question No, what did you lost from 

the group? 

1.6 What are the benefit that working in a group 

beyond the income?  

1.7 Do you feel ownership of the enterprise? 

A. Yes ☐  B. No ☐ 

1.8 If your answer number (3.12) is No, what are the 

reasons? 

1.9 Does the enterprise has its own of rules and 

regulation? 

A. Yes ☐  B. No ☐ 

1.10 If the question number (3.14) is No. How do you 

run the business? 

1.11 Was there a conflict with in a group before? 

A. Yes ☐  B. No ☐ 

1.12 What was the problem(s)? 

A. Lack of discipline   ☐ 

B. Lack of experience  ☐ 

C. Insufficient skill  ☐ 

D. Low educational level  ☐ 

E. Untrusty worthiness  ☐ 

F. Confliction wages  ☐ 

G. High mobility  ☐ 

H. Other   ☐ 

No problem   ☐ 

1.13 How do you solve the problems?  

1.14 What is/are the strongest side of the member of 

the group? 

1.15 What is/are the weakest side of the member of 

the group? 

1.16 Did you know each other before the formation 

of the group? 

A. Yes ☐  B. No ☐ 

1.17 If the above question yes, what did you get the 

benefit? 

2. Economical aspect  

2.1 How do you see the obstacles the intense 

competition from the imported chines products with 

local products? 

2.2 How is the market linkage with the government 

or other agencies? 

2.3 What are your sources of information regarding 

(raw material, production, designing, market, 

technology)? 

2.4 How do you survive the increased competition 

from the newly established workshops equipped with 

more advance machinery? 

2.5 Do you intend to expand your enterprises in the 

near future? 

A. Yes ☐  B. No ☐ 

2.6 If yes, do you have financial capacity? 

A. Yes ☐  B. No ☐ 

2.7 what are the sources of income? 

2.8 How is the attitude towards your products/ 

services in the society? 

 

3. Political  

3.1 Do you have a network with different 

administrative office? 

A. Yes ☐  B. No ☐ 

3.2 Is there beneficiary from government as 

incentives especially in this sector? 

A. Yes ☐  B. No ☐  

3.3 Did you actively participate in the evaluation of 

new policies and strategies? 

A. Yes ☐  B. No ☐ 

3.4 Does it favorable legal and regulatory 

environments in this sector? 

A. Yes ☐  B. No ☐ 

3.5 Is your working space adequate /convenient to 

your activity? 

A. Yes ☐  B. No ☐ 
 

III. The surveyed questionnaires (head of the 

enterprise) 
1. How is the condition of unemployment and 

poverty in this area?  

2. How is the trend in the number of MSE 

establishment and expansion? 

3. What kind of support does your office provides to 

MSE operators at the time of establishment and then 

onwards?  

4. With which organizations do you have working 

relationship? On what area? And how effective the 

relationship is? What problems observed?  

5. How do you evaluate the level and effectiveness of 

beneficiary participation on those matters 

affecting/related to their venture such as decisions 

about type of activity to be engaged, ownership 

modality, and location of work place, priority and 

nature of support service needed etc? 

5. How do you evaluate the viability (practicality) of 

the MSEs? What problems do you observe on them? 

6. How can those drawbacks of the MSEs be solved? 



 

 

8. What are the overall economic, social and political 

impacts of being involved in this activity (MSE) on 

their operators or owners? 

 9. What are the major internal and external 

constraints that hamper your organization from 

realizing its vision? 

 

IV. Surveyed questionnaires of the study group 

discussion  

The group discussion on focus on. 

 The future of their enterprises  

 The initial capital and the government 

incentives on credit facility and others  

 The economic background of the family and 

their educational background 

 The impact of marital status on their 

business 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


