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Abstract
This study is a Descriptive research and it was conducted in the Hawassa city. The main
objective of the study was assessing the impacts of Omo Micro-finance and the concerned
government institutions intervention on the livelihood of individual members of MSEs
and the status of their enterprises working in the Hawassa city Housing Development
Project. The study employed a cross-sectional survey design in the context of both
quantitative and qualitative research methods. Primary and secondary data were utilized
in the study. Primary data were collected by using semi-structured questionnaires,
observation, key informant interviews, and focus group discussions. The field survey was
conducted with a sample size of one hundred twenty-four individuals selected by quota
and proportional random sampling techniques. Data were analyzed through descriptive
statistics by using the SPSS program, and by content analysis. The findings of the study
discloses the contribution of micro finance for income increment and diversification of
income sources, reduction of income inequalities, increase in consumption, improved
living condition in terms of purchasing household assets, house ownership and access to
medical services. Another significant contribution of micro finance intervention is
increase in trend of capital accumulation in the form of savings, and the creation of
employment opportunities. On the other hand, micro finance services have limited impact
in the entrepreneurial development of micro enterprises in sustaining and improving
MSEs. Profitability in relation with enhancing external market linkages, implications for
regulatory aspects of MFIs” and on concerned stakeholders’ support for MSEs services
such as reviewing loan ceiling, and repayment terms, reducing group size, reviewing
members’ selection procedures, and continuous follow-up of enterprises’ performance in
a coordinated manner. Generally the outcome of the study has established that MF and
supporting institutions’ interventions on MSEs have shown improvements in terms of
increase in income from enterprises, access to life-enhancing facilities, employment

opportunities, and saving status of the working urban poor in the study area .

viii



Chapter One

1. Introduction

1.1 Background of the Study

Microfinance is considered as an important tool for effective poverty reduction.
Access and efficient provision of micro-credit can enable the poor to smoothen their
consumption, better manage their risks, gradually build their assets, develop their
micro enterprises and enhance their income earning capacity. It also helps to promote
economic growth and development by rendering services that can contribute to the
improvement of resource allocation, promotion of markets, and adoption of better
technology (Todaro, M.P. and Smith,2004). Delivery of micro-finance products/services
to operators of MSEs in developing countries is increasingly being viewed as a strategic
means of assisting the so-called “working poor” (ILO, 1973). Like all development
interventions, donors, governments, and other concerned parties demand evaluation and

impact assessment studies to ascertain the achievements’ and failure of the program.

The general objective of microfinance is providing financial services to the poor who
can not be served by formal financial institutions. In the Ethiopian case, it is clearly
observable that the country is one of the least developed countries. There is also high
level of unemployment due to high population increase and insufficiency of job
opportunities to accommodate the unemployed. Most of the poor in less developed
countries, due to their poverty situation, have no access to credit, and even unable to
finance their children's education (World Bank , 2010 ).

Hence, the delivery of financial services in Ethiopia has been viewed as an anti-
poverty tool because it helps the unemployed to become employed, thereby increasing
their income and consumption, and reducing poverty. Thus delivering financial
services to the poor requires an innovative targeting design and a credit delivery
mechanism that helps to identify and attract the poor, economically active poor

people, who can initiate and sustain productive use of loans (Tesfaye, 2003).

Moreover, microfinance as a tool to development is clearly stipulated in the
government’s strategic plan named A plan for Accelerated and Sustained
Development to End Poverty (PASDEP), and the Rural Development Strategy Plans



of Ethiopia (MoFED, 2006). More recently, the ongoing Five years Growth and
Transformation Plan has given due attention for the overall development of MSEs in
the urban industry development strategy that put the economically active poor people
back in the spot light of the country's development agenda (MoFED,2010).

Regarding its contribution to the country’s development strategies, the main objective
of microfinance institutions is not only to increase the operational income or outreach
and sustainability of the institution but also to increase the level of its beneficiaries
improve their productivity and living standards by providing easily accessible and
appropriate financial services. Therefore, the success in the performance of the
microfinance institutions is best measured on the changes they bring on the living
standards of the poor (Asemelash, 2003).

The institutionalization of microfinance has been evolving since the issuance of
Proclamation No. 40/1996 by the current Ethiopian Government and as the result 28
MFIs have been issued with licenses (NBE, 2009) which are operating in the
economy. Amongst these Omo Micro Finance Institution (OMFI) is the one to work
as a licensed microfinance in SNNPR and it has obtained license from the National
Bank of Ethiopia in October 1997 with a paid up share capital of Birr 500,000.
Currently, OMFI is delivering services like provision of credit, both in cash and in
kind, mobilizes savings (both compulsory & voluntary), insurance service for those
who receive credit in kind, and manages social security funds. It also provides credit
in cash as working capital as well as working equipments for micro and small scale
enterprises, organized in the package program at selected urban areas of SNNPR, in
the form of micro leasing (OMFI, 2009).

Therefore, this study has attempted to assess the impacts of the loan and services
provided by OMFI and supporting government institutions as a major source of
employment creation, generating income and hence reducing the urban poverty. As a
result of the Institutions’ intervention, the study has focused on the urban poor,
especially those who are economically active poor people, by taking the case of MSEs

working at Hawassa City Housing Development Project.



1.2 Statement of the Problem

It is indicated that lack of income-generating activities, high rural to urban migration,
high rate of urban unemployment (the working poor people), lack of control over
resources and lack of access to financial support are some of the problems that prevail
in urban areas of developing countries (Chalachew, 2006). All the above problems are

manifestations of poverty in the developing countries, including Ethiopia.

Concerning the above problems, various approaches have been employed in reducing
poverty, of which provision of financial credit and related services that targets the
poor is the one. It is generally accepted that credit, which is put into productive use,
results in good returns. For MFIs to be successful, they should be sustainable both
financially and institutionally. On top of sustainability, one has to include
developmental effects like income on the target group and promoting self-sustained

life as a core measure of success (Jemal, 2003).

The government’s efforts to improve the living conditions of the rural population have
begun to bear fruit whereas the incidence and severity of poverty have been intensified
in the urban areas in the recent past. Recent researches suggest that the income gap
between the wealthy and the poor has been widening in urban centers. Certainly, some
works have been done in the country to improve the lives of the urban poor, especially
in the recent past. However, most of the country’s urban centers including Hawassa are
still facing various social and economic problems including widening income disparity,
deepening poverty, rising unemployment, severe housing shortage, poorly developed
physical and social infrastructure and the proliferation of slum and squatter settlements
(Zigiju,2008).

In view of this, five Micro Finance Institutions operate in different rural and urban
areas of SNNPR for the ultimate goal of poverty reduction. Amongst these, OMFI is
the one that has the most outreach in rural as well as urban areas of the region.
However, the impact of OMFI in the region has not been well studied especially in the
urban areas since Urban Development Package Program has been implemented.
Although some baseline surveys have been conducted, they are focused mainly on the
performance and operational activities of the institution. Therefore, this study

attempted to assess the impacts of loan and services provided by the OMFI, and the



supporting government institutions on the livelihood of the urban working poor. The
study mainly considered the case of MSEs members working at Integrated Housing

Development Project, in Hawassa City.
1.3 Study Objectives

1.3.1 General Objective

The general objective of the study is to assess the impact of Micro-Finance
Institutions (MFIs) and supporting stakeholders’ services on the livelihood of the

working poor through their respective enterprises in the study area.
1.3.2 Specific Objectives
Specifically, this study attempted to:

e Assess the economic status of MSES’ members in terms of income and
expenses; household assets, savings as well as production equipments and

working capital of the enterprises.

e Assess the implications of MFI and supporting stakeholders’ interventions for
the improvement of the business development services, education, and health

conditions of MSES' members.

e Assess the sustainability of the effects of MSEs in relation with urban

unemployment and poverty reduction in the study area.

e ldentify the main challenges faced by the MSEs and concerned stakeholders

during their work interaction, and recommend possible solutions.

1.4 Research Questions
Based on the theoretical and empirical evidences of the literature, the study attempted

to answer the following basic questions:

1. What changes have occurred upon the livelihood of the individual members

and the economic status of their respective enterprises?



2. Did the interventions made by OMFI and other supporting stakeholders
enable the improvement of business development services, education, and

health conditions of the MSES’ members?

3. How successful were the MSEs with regard to promoting employment

opportunities and reducing urban poverty?

4. What were the major challenges encountered by the MSEs and their

supporting stakeholders in their work interaction?

1.5 Significance of the Study

In spite of the fact that OMFI has been undertaking its credit and saving programs for
the working poor joining the MSEs in urban areas of SNNPR, there is no evidence
that impact assessment had been made to evaluate its program as well as the growth
of the enterprises in those areas. So this study tries to investigate the institution’s
performance in relation to MSEs sustained development towards urban

unemployment and poverty reduction.

Therefore, the findings of the study can be useful to help urban policy makers and
microfinance institutions to make decisions regarding the betterment of the urban
working poor and their enterprises. The study may also help the institutions to evaluate
their contribution towards urban poverty reduction and revise their programs. In
addition, this study may also contribute to the existing literature of microfinance in the

field of development studies.

1.6 Limitations and Scope of the Study

1.6.1 Limitations

Any research work requires (among other things) relevant information, ample time
and enough finance. Therefore, this study is limited by insufficiency of these
resources in general. Delay in responses to the questionnaires by some respondents as

well as lack of research papers related to the topic at hand were particular problems of



the study. However, these challenges are overcome by the efforts of chair persons of

the enterprises as well as the data collectors and hence the study generates results.

1.6.2 Delimitation/ Scope of the Study

The study was conducted with the aim of assessing the impact of micro finance
intervention on the livelihood of its clients and who are members of MSEs working in
the construction sector. Microfinance performance can be measured using three
methods: Outreach, Sustainability, and Impact (Tesfaye, 2003). However, this study
focused on the impact of a microfinance institution and the concerned stakeholders
intervention on the living condition of the urban working poor. In addition, the study
area is confined to Hawassa City and limited to MSEs working in the construction
sector at Integrated Housing Development Project since 2006. Therefore, MSEs
which are clients of Omo Micro-Finance and working in other sectors are not
included in the study.

1.7 Organization of the Study

This thesis consists of five chapters. The first chapter presents the background of the
study, statement of the problem, objectives, research questions, significance,
limitations and, the scope as well as organization of the study. The second chapter
presents the review of related literature. It includes the theoretical-perspectives and
the empirical evidences of the study. Chapter three consists of the methodological
approaches employed in the study. The fourth chapter consists of the results and
discussion of the study. Finally, summary of findings, conclusion and

recommendations are presented under chapter five.



Chapter Two

2. Review of Related Literatures

2.1 Theoretical Perspectives

2.1.1 Definition and Overview of MFI, MSEs, and Impact

MFI is an organization that provides financial services to the poor. This very broad
definition includes a wide range of providers that vary in their legal structure,
mission, and methodology. However, all share the common characteristics of
providing financial services to clients who are poorer and more vulnerable than
traditional bank clients (CGAP, 2010).

MSEs: The definition given to MSEs is not similar in all countries rather it varies
depending upon different factors. The meaning attached to MSEs varied and changed
according to each country’s development and capacity of support provision. For
instance, in South Africa a Small, Micro, and Medium enterprise is seen as a separate
and distinct business entity that includes cooperative enterprises, and non
governmental organization, managed by one owner or more persons which include its
branches if any (predominantly carried on in any sector or sub sector of the economy)
(National Small Business Act, 1996).

In Ethiopia, the definition of MSEs is decided by Ministry of Trade and Industry
(MoTI1) by considering the existing situation of the country. Accordingly the
definition of MSEs that currently in practice is as follows: - Micro enterprises are
those business enterprises with a paid-up capital less than 20,000 birr and excluding
high techno consultancy firms and other technology establishments; where as Small
enterprises are those business enterprises with paid up capital above 20,000 birr and
also not exceeding 500,000 birr with excluding high techno consultancy firms and
other technology establishments (MoTI, 2006).

Impact

Establishing impact essentially is making a case that the program led to the observed
or stated changes. This means that the changes are more likely to occur with program

participation than without program participation. It does not imply that the changes



always occur from program participation. Rather, program participation increases the
probability that the changes will occur ( Barnes, C. 2001). An impact assessment
should thus consider intervening factors, other than the program, such as age, gender,
skill and training level of clients, household composition, location and type of the

enterprise, level of competition and other relevant external factors.

2.1.2 Conceptual Framework of Impact Assessment

Impact assessment of microfinance program on poverty reduction is an important tool
to evaluate the success of the program in its major objectives, whether the program
brings the desired benefits to the target group (clients) or not. Assessing microfinance
impact has been the main concern of development specialists in order to know
whether providing financial and other related services to the poor, specially the
working poor, has improved the livelihood of the poor and has reduced poverty.
According to Lidgerwood (1999) and Mengistu (2002), there are two major schools of
thoughts that are important in impact assessment of microfinance. The first one is the
financial system approach and the second one is the client oriented impact analysis

approach.

The first one focuses on changes in the organization (MFI) and its operations. As
such, outreach and sustainability of the program are taken to be important proxy
indicators of the impact of the program on the clients (Goetz and Gupta, 1996). The
assumption is that if both outreach and sustainability have been enhanced, then the
intervention is judged to have the beneficial impact as it has widened the financial
market which in turn extend the choice of people looking for credit and saving
services. The second one, the client oriented impact analysis approach, focuses on the
intended target groups or clients that seeks to assess impact at household, enterprise,
individual and community levels (Yaron, 1997). Thus this study tried to follow the
above client oriented impact analysis approach to assess the livelihood of individual

members of MSEs at the study area.

2.1.3 Concepts of Urban poverty
Poverty is also linked to lack of access by the poor households to the assets like human

capital (access to education), natural (access to land), physical (access to



infrastructure), socio-political (such as networks and political influence over
resources), or financial (savings and access to credit) necessary for a higher standard of
income or welfare (World Bank, 2000: 10).

In Development as Freedom, Sen, A. (1999: 87) defines poverty as the deprivation of
basic capabilities that provide a person with the freedom to choose the life she/he has
reason to value. From this perspective, poverty is a condition with many
interdependent and closely related dimensions which can be categorized as (a) lack of
regular income and employment, productive assets (such as land and housing), access
to social safety nets, and command over economic resources; (b) lack of access to
services such as education, health care, information, credit, water supply and
sanitation; and (c) influence on decision-making that affects one’s life. It generally
seems accepted that poverty should be understood in a holistic way including

economic, social, and political dimensions.

Urban poverty has various manifestations and characteristics such as inability to earn
adequate income and productive assets, poor access to basic services, homelessness
and inadequate housing, environmental degradation, lack of support from the social
networks, social discrimination and exclusion, and poor access to decision making.
Moreover, employment is frequently unavailable, insufficient or insecure while shelter
is frequently illegal and insecure. The urban poor are affected by environmental
problems including lack of environmental services (i.e. sanitation, water, drainage, and
solid waste management), poor quality housing, overcrowding, and settlement on

marginal or degraded land (Moser, 1998: 24).

Asset Vulnerability Framework put forward by Moser contributes to the growing
evidence that points to the limitations of income poverty measurement and its inability
to capture other factors affecting the poor as well as their response to economic

difficulty. She summarizes this asset vulnerability framework as follows:

Labor:- commonly identified as the most important asset of poor, especially the

working poor, people.

Human capital:- health status, which determines people’s capacity to work, and

skills and education, which determine the return to their labor.



Productive Assets: - for poor urban households the most important is often housing.
Household Relations:- a mechanism for pooling income and sharing consumption.

Social Capital:- reciprocity with in communities and between households based on

trust deriving from social ties.

From the perspective of this asset vulnerability framework, poverty is characterized by
not only a lack of assets and the poor's inability to accumulate an asset portfolio but
also by inability to devise an appropriate coping or management strategy. The key
issues in anti-poverty strategies are therefore to build up the asset base of the working
poor and to expand their capabilities to manage their existing package or portfolio of
assets (Moser, 1998).

2.1.4 The Concept of Microfinance
-The concept of microfinance is not new. Saving and credit groups that have operated
for centuries include Ssusus™ of Ghana, "Chit Funds " in India, "Tandas" in Mexico,
"Cheetu" in Sri Lanka, "Tontines" in West Africa, and "Pasanaku" in Bolivia, as well

as numerous savings clubs burial societies found all over the world (Kasahun,2010 ).

Several micro credit institutions have succeeded in reaching the poor by devising the
innovative strategies. These include the provision of small loan to poor people both in
rural and urban areas, at full interest rates, without collateral, that are repayable in
frequent installments. Borrowers are organized into groups which reduces the risk of
default. These are effective mechanisms through which to disseminate valuable
information on ways of improving the health, legal right, sanitation and other relevant
concerns of the poor. Above all, many micro credit programs have targeted one of the
most vulnerable groups in society — women who live in households that own little or
no assets. By providing opportunities for self employment, many studies have
concluded that these programs have significantly increased women’s security,

autonomy, self- confidence and status within the household (Kassahun,2010).

2.1.5. Theories on Micro and Small Enterprises
At different times various theories were developed on the growth of MSEs. For

instance, Tambunnan (2006), has developed two theories concerning MSEs: the

- -10-



Classical and the Modern theories. The classical theory states that the importance of
MSEs development is positively correlated with poverty. In the course of fast
economic growth the economic share of MSEs declined; while, those of large and
modern enterprises dominate the economy. In other words, the higher the proportion
of people living in poverty the more will be the contribution of MSEs in reducing
poverty. The theories however criticized for neglecting the economic growth MSEs
through networking and clustering it only focused on the relationship between the
level of income and the growth of MSEs. Due to these shortcomings, the modern view
theory emerged in 1980s (Wondimu, 2011).

The modern theory forwards that the major reason for the emergency of the notion of
flexible specialization was the long debate of the new global pattern of production
caused by globalization forces and industrial restructuring. Global production had
transformed from mass to individual production system and flexible specialization is
the result of this debate. In general; according to Tambunnan (2006), the flexible
specialization on MSEs states those MSEs grow faster than the large enterprises with
the process and important source of invention, efficiency, and innovation. They also
capable of standing the competition with medium and large enterprises. Therefore in
the course of development the economic share of MSES increases; while, it declines in

the classical theories.

From the different countries’ evidence ,we can say that MSEs have great potential to
achieve the desired growth to reduce poverty, unemployment and income inequality
in urban and rural area of the country. They are also capable of increasing the level of
income of individuals and improving the living standards of the poor. Therefore,this

study includes the main ideas of the modern theory.

2.1.6. Micro Finance Institutions’ Products and Services
MFIs provide similar products and services to their clients as formal sector financial
institutions. Even if the scale and method of delivery differ, the fundamental services
of savings, loans, and insurance are the same. Not withstanding to date most efforts to
formalize micro-finance have focused on enterprise lending (loans for enterprise
formation and development) which remain by far today the dominant product offered

by MFIs ( Zigiju, 2008). This, however; has slowly begun to change. Increasingly



today MFIs have begun to offer additional products, such as savings, consumption or
emergency loans, insurance, and business development services. Related to this,
Edgcomb (2002), and Dumas (2001), each use case methodology to analyze MFIls
offering integrated business development trainings, and they concluded that business
development trainings significantly improve micro enterprises’ performance and

micro entrepreneur empowerment.

2.1.7. Debates on Micro Credit and poverty alleviation
Several factors have led to increased interest in micro credit in promoting growth with
greater equity. There has been a growth in the recognition of the importance of
empowering all people by increasing their access to all the factors of production,
including credit. It is in that context the micro credit has recently assumed a certain
degree of prominence. It is based on the recognition that the latent capacity of the
working poor for entrepreneurship would be encouraged with the availability of small
scale loans and would introduced them to micro and small enterprise’s sector. These
could allow them to be more self reliant, create employment opportunities, and, not

least, engage women in economically productive activities.

Micro lending schemes are characterized by relatively small loans, a few hundred Birr
at most. The repayment period is relatively short, about a year or so. Women are a
major beneficiary of their activities, and the destination of the funds primarily
includes agriculture, distribution, trading, small craft and processing industries. The
administrative structure is generally light and the entire process is participatory. Lack
of savings (capital) make it difficult for many poor who want jobs to become self -
employed and engage in income generating activities. Providing credit seems a way to
generate self-employment opportunities for the poor. But, due to lack of physical

collateral, they do not have access to institutional credit.

Kassahun (2010) stressed that even microfinance is not panacea for poverty allivation
and all other development related challenges; it is nevertheless an important
instrument in the poverty reduction programs. When it results from unemployment,
reducing poverty requires expanding the opportunity of jobs, where poverty is the
result of low productivity and low income, reducing poverty requires investing in

human and physical capital to increase workers productivity (Kasahun, 2010). But,



according to Yohannes (2006), in most of developing countries, poverty is caused by
lack of both physical and human capital. Therefore, increasing productivity by
creating employment and developing human capital is unquestionable. Hence,
providing the poor with access to financial services is one of the instruments to

increase their incomes and productivity (Yohannes, 2006).

Similarly, Wolday (2001) argued that although microfinance alone cannot provide
infrastructures such as roads, housing, health, water supply and education services,
even if it contributes to realize the above interventions. In addition, it empowers the
poor and provides them with the confidence, self-esteem and financial resources to

increase income and access to social services.

Discourses on MC have presented it as a universal remedy for poverty alleviation.On
the one hand, MC is said to have brought positive impacts on the life of the clients. A
growing database of empirical studies shows that MC has positive impacts to boost the
ability of poor people to improve the conditions in which they live. It allows poor
people to increase their income by starting new enterprises or expanding existing ones.
Research work indicate that the poor have taken advantage of increased earnings to
improve consumption levels ( Zigiju,2008), send their children to school and obtain

better health care services and build assets (Morduch 1998).

2.2 Empirical Review of the Literature

2.2.1 Development of MSEs

In the 18™ and 19" century, manufacturing industry took place in workers of cottage
small. Through the production process the industrial productivity motivated of labor
and liked with the process of market availability (Hallberg, 2000). After the
emergency of steam power small scale manufacturing was dominated the economic
activities later on France, Germany, Russia became the owner of large factory and the
subsistence economy is provided most row materials necessary for shelter, clothing,
utensil, containers and other objects . These products were made by the specialized
group of Artesian with in local area. Each member of the community receives the

share of the total output in accordance with his/her status and in immemorial custom



governing the distribution of income. Gradually, local and long distance trade was
developed and darken the competition of the production of goods in the international
market. As a result improving both quality and quantity of products had become a
paramount importance and the role of MSEs for better production is given due
attention (Wondimu, 2011).

Mean while, starting in 1970s, experimental programs in Bangladesh, Brazil, and a
few other countries extended tiny loans to groups of poor women to invest in micro-
business. This type of micro-enterprise credit was based on solidarity group lending in
which every member of a group granted the repayment by all members. These "micro-
enterprise lending” programs had an almost exclusive focus on credit for income
generating activities (in some case accompanied by forcing saving schemes) targeting

very poor (often women) borrowers (Jonathan, 1998).

Therefore, modern microfinance institution can be traced back to Bangladesh and the
launch of Grameen Bank by Professor Muhammad Yenus in the late 1970s. Through
Grameen Bank, Yenus was able to provide access to very small amounts with no
collateral requirements. Grameen provided this capital at a very low interest rate,

which was almost unheard of when lending to the poor (Ibid).

2.2.2. Development of MSEs in Ethiopia

In Ethiopia the MSEs sector was neglected for a long period of time. The socio-
cultural and political problems were the main obstacles for the development of the
private enterprise including MSEs this due to lack of enterprise culture, lack of
positive attitude towards MSEs and the out casting of those people or groups of
people engaged in the sector, etc . One example on the casting out those groups of
people the consideration given for weavers and leather product producers and thus as
a result this approach contributed to hinder the development and promotion of MSEs
in Ethiopia (Adil, 2007).

To date, due to the present rate of growth of urban population in developing countries
expected to continue with increasing failure the rural and urban agricultural sector to
absorb addition to the labor force, more attention is being devoted to the Micro and
Small Enterprises sector in serving as a solution for growing urban unemployment,

poverty and income inequality (Wondimu, 2011: 13)
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2.2.3 Micro and Small Enterprises Development in the SNNPR

The package and regular program performance of the MSEs development is confined
to the strategic direction established by the Regional Bureau of Trade and Industry in
line with the vision, goal and targets of the micro and small scale enterprises
development program. Under this program, the MSEs sector targets to create 410,000
small scale and medium enterprises operating in the domestic market and 10,000 in
the international market. Under this arrangement, the program is to engage a total of
420,000 MSE operators with 168,000 in package program and 252,000 in the regular
program. These programs are being implemented so as to realize the MDGs, to ensure
sustainable development, eradicate poverty and to fulfill the industrial development
strategy, rural development strategy and urban development policy by 2015
(SNNPRS Bureau of Trade& Industry, 2009:4).

Poverty and unemployment have been widely identified as an impediment to
development especially in the under- developed economies where majority of the
population are known to live below the poverty line. Poverty and unemployment
carries along them other socio-economic problems that tend to undermine major gains
that these struggling economies try to realize thereby slowing considerably the pace of

development (1bid).

2.2.4 Impact of Microfinance on Poverty Reduction
Empirical evidences summarized by Letenah (2009) referring different studies are
shown as follows. Lafourcde et al, 2005, argue that the outreach and financial
performance of MFIs in Africa shows that in terms of breadth of outreach; Sub-
Saharan MFIs have a higher number of savers than other regions of the world.
However, in terms of number of borrowers, Africa is lagging behind South Asia and
East Asia, and the Pacific. In terms of depth of outreach of measured by percentage of
women borrowers, sub-Saharan Africa has 61% women borrowers as compared to
86% in South Asia and 80% in Middle East and North Africa and 76% in East Asia
and Pacific. Sub-Saharan Africa MFI has the lowest financial performance of Return

on Asset of 2% as compared to 7.6% -10% of Eastern Europe and Central Asia.



World Bank together with the Bangladesh Institute of Development Studies used data
on consumption, savings, and asset ownership, and net worth to assess the effects of
microfinance programs on poverty. The data were collected from members of the
program and non-members. Based on the above measures, the researchers argued that
Grameen Bank not only reduced poverty and improved welfare of participating
households but it also enhanced the households’/ capacity to sustain their gains over
time ( Daba, 2003).

In Tanzania/Zanzibar the income and asset values of borrowers are almost twice that
of non-borrowers . In India, in addition to increased economic well being, SHARE
clients have shown a striking shift from irregular, low paid daily labors to more
diversified sources of income, with a strong reliance on small businesses (Getaneh,
2007). Studies of two separate MFIs in Bangladesh documented a similar shift from
informal labors to self-employment among MCI clients. As a result, overall wage rates
in the villages served by the MC programs also increased (Jemal,2003). In other
words, MC programs are able to alleviate poverty through increasing individual and
household income levels, as well as improving healthcare, nutrition, education, and

helping to empower women .

On the other hand, impact assessment studies have challenged the conventional
wisdom of the poverty impact of MC. MC is said to play insignificant role towards
mitigating the problems of the poor. Kan, Olds, and Kah (2005) cited in Alehegne
(2007), studied the evolution, sustainability and management of ten MFIs in Gossas,
Senegal, using the data over a period of three years. They found out that MFIs have
helped to create some positive changes, but that there was no clear and marked
evidence of poverty reduction and stated that the expectations of what MC can do to
help lift communities out of poverty is a bit too optimistic. Morris and Barnes (2005)
provided an overall assessment of the impact of MC programs in Uganda (FINCA,
FOCCAS, and PRIDE). The researchers implied that they did not find that MC
programs help to alleviate poverty in program areas, though results from this study
indicated positive impacts. Thus despite the many positive findings that are reported in
some feasibility and impact studies, many studies reported the impact of MC programs
significant. Many studies also failed to find out the direct link between MC and

poverty reduction (Ibid).



2.2.5 Related Impact Studies on MSEs
Studies on impact assessment and loan repayment determinants of microfinance
institutions are very limited in Ethiopia. Kassa (1998) in his study of impact of micro
financing under the micro-enterprises project scheme in southern Ethiopia has shown
the findings as follows. Before the credit scheme 1584 program participants were able
to send 5504 children to school, while after the credit scheme (in the first cycle), 1168
program participants sent 5952 children to the school. Moreover, in the second credit
cycle, the number of children sent to school increased from 406 to 421 out of 460
program participants. He also indicated that the growth in income, employment,
consumption and medical expenditure of program participants after the loan has
increased. According to him, the average income after joining the MSEs supported by
the loan was greater than the average income before the loan in all rounds (in the first,

second and third loan cycles).

In addition to this, Berhanu, (1999) conducted a research work on micro credit and
poverty reduction based on a case study in Addis Ababa. The main objective of his
study was to identify the determinants of the loan repayment and the contribution of
micro credit on poverty reduction by financing micro enterprises and creating job
opportunities. Based on his research results, the loan repayment is mainly affected by
factors like type of activities, gender differential, wealth differential, the availability
of other sources of income, the attitude of program participants towards loan
repayment, the educational level of the program clients and the size of the loan. He
also found that health, education, and consumption expenditure have increased after
the loan compared to that before the loan. Employment and household income have
also increased after the loan. According to his study, access to health services,
educational facilities, and nutritional status of the program clients have also shown
some improvements. He also stated that micro finance intervention has a positive
effect towards poverty reduction. But he found unsatisfactory results for saving

mobilizations, as the project did not attach the saving facility with its credit program.

2.2.6 Problems of Micro and Small Enterprises

Micro and Small Enterprises account the bulk of economic activities in most
developing countries. However, they face many problems such as lack of enough

access to finance, lack of promotion support, lack of working premises, lack of



information in business opportunities, lack of marketing strategies, social and cultural
impacts, inadequate training in entrepreneurial and management skills, lack of
infrastructures, lack of access to appropriate technology, lack of smooth supply of raw

materials, etc...

In Ethiopia, the private sector is highly dominated by MSEs that geared towards
satisfying the needs of poor and low income groups. In the country, MSEs account for
99.8 percent of the total establishments and employing 94.7 percent of workers.
However, like other developing countries, the sector faced with critical problems and

challenges both at the operation and start up period (Assefa, 1997).

The problems on MSEs in Ethiopia both at the existing and the emerging enterprises
include: lack of access to finance and credit, problem of raising investment capital,
lack of sufficient loan, funds, facilities, access to premise and land, considerable
insecurity on business owners concerning location and acquiring of land which are not

suitable to get easy access to markets (Wondimu,2011).

Moreover, MSEs are highly applicable in developing countries due to various reasons.
Amongst these their size, their use of local input and labor forces, low start up capital,
locally existing technology and experience. Hence, other than the problems mentioned
above due to their different economic, social and political significance, they need
special attention to make them efficient and effective for expansion to the level of
medium and large scale industries in developing countries like Ethiopia
(Wolday,2008).

2.2.7 Micro financing in Ethiopia

The existence of financial markets capable of mobilizing financial resources is widely
accepted as essential for economic development of any country. But the credit market
in Ethiopia is highly fragmented; this limits the financial flows between formal and
informal sectors. Yohannes (2006) pointed that the poor in Ethiopia are often self
employed in small scale businesses due to lack of education and skills, and limited
employment opportunities. In addition to this, the poor particularly, women create
their own jobs in very small agricultural, manufacturing service, and petty trading.
Yet, these small scale informal activities are not in a position to yield sufficient

income to escape the poor out of poverty,
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Rising investment, capital and lack of sufficiently available funds, and facilities are
among the barriers faced by micro enterprises sector, particularly in the informal
sectors. Since micro enterprises have very limited access to conventional banks,
specialized financing scheme should be developed to facilitate credit access to the
poor, increasing their productivity and income generating activity (Yohannes, 2006).
Wide scale micro-financing started on March 30/1990 following the signing of credit
agreement between the government of Ethiopia and the International Development
Association (IDA). The credit scheme aimed at financing the market towns to
improve infrastructure in towns, markets and service centers for the agricultural

hinterland and to alleviate problems of urban poverty.

In the past, micro credit service and saving mobilization in Ethiopia were being
carried out by NGOs, government departments, co-operatives and others in
fragmented and inconsistent way. But according to Wolday (2000), the government
took the initiative to establish a regulator framework in order to facilitate sound
development of micro finance industry. The Ethiopian government has laid down a
regulatory framework for the establishment of MFIs by issuing a proclamation No.
40/1996 that provide for the licensing and supervision of MFIs. They are sponsored
by regional governments, local associations, NGOs, and government departments
(Seifu, 2002). Since the issuance of this proclamation in July 1996, MFIs have legally
registered and started delivering micro finance services and the National Bank of
Ethiopia (NBE) supervises MFIs in Ethiopia.



Chapter Three

3. Description of the Study Area and Methodology of the
Study

3.1 Description of the Study Area

Hawassa City is located in the Southern Nations Nationalities and Peoples Region on
the shores of Lake Hawassa in the Great Rift Valley; 273 km south of Addis Ababa.
Hawassa serves as the Capital of the Southern Nations Nationalities & Peoples
Region and the Sidama Zone (HCA, 2010: 3). Hawassa city is bounded by Lake
Hawassa in the West, Oromia Region in the North, Wondogenet woreda in the East
and Shebedino woreda in the south. The city administration is divided into 8 sub-

cities and 32 Kebeles and it has an area of 157.2 km?

According to the results of the currently released Housing and Population Census
(CSA, 2010), Hawassa City Administration has a population of 292,533 people, out of
which 150,486 are males and 142,047 are females. The city is inhabited by both urban
and rural population. The urban population takes up 183,027 individuals whereas the
rural population constitutes the remaining 109,506 individuals both males and
females. The population of the city grows at the rate of 4.02% from which the urban
population grows at an alarming rate of 4.8 but it is only 2.8 in the rural section of the
city (HCA 2007: 5).

When the unemployment rate of the city administration is considered, it becomes
higher for the urban section of the city, which is 18.2% where the greatest share is
taken by the female population, 25.1% but lower for the male, 13.2%. The
unemployment rate for the rural is only 2.0%. The cumulated value of the rate of
unemployment both for the rural and urban of the Hawassa city is 11.6% (HCA,2010:
12). There are about 80,702 economically active individuals in the urban area of the
Hawassa city, from which 65,990 of them are employed and 14,718 are not employed
(Ibid). According to the socio-economic profile of the city, efforts are geared towards
developing the city by way of improving the infrastructure facilities such as the road,
the telecommunication services, water supply, electricity, condominium housing
construction and so on (HCA,2010: 33).
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Hawassa City Housing Development Project is the main undertaking, among a
number of socio-economic programs, that involves the construction of common
residential houses since 2006. The construction work involves MSEs organized in the
package program and financed by OMFI credit scheme and leased production
equipments for the productive working poor (Mesafint, 2008). Further more the study
area is more confined to Addis Ketema, Menaheria, and Tabor sub-cities where the
study enterprises and the HCHDP construction sites are found. During the survey
period 131 MSEs (incorporated 993 individual members) of the package program
were working in the construction materials production and service rendering sectors

for condominium houses construction project in the city (HCHDPO, 2011).

3.2 Research Methodology

3.2.1 Study Design

The study is a descriptive type study and it was designed in a cross-sectional manner.
Cross-sectional design was preferred due to the nature of data collection undertaken
upon the sample of individuals at a particular point of time. It attempted at conducting
data collection activities at one time for educational sake and it attempted at providing
descriptive estimates of the study population’s parameters. In this regard, a mixed
approach of both quantitative and qualitative methods was employed. Mixed method
was selected for the sake of collecting and analyzing data, to integrate the findings,
and draw inferences using both qualitative and quantitative approaches . Creswell
(2008) also noted about the benefits involved with following the mixed approach
because as it provides a means for combining the strengths of both approaches to best

understand the research questions than using either approach alone.

Both primary and secondary data were embraced in the study. The primary data were
collected by conducting interviews with selected sample respondents, using a semi-
structured questionnaire containing both close and open-ended questions. The
questions were prepared in English, and translated into Amharic language for the
purpose of clarity. Focus group discussions and Key informant Interviews were held,
for qualitative input, through research assistances who have sufficient background in

research methods . In addition, frequent work sites’ direct observations were held and



data were recorded during each visit to the enterprises. The secondary data were
collected from various sources such as organizational documents, reports, bulletins,
establishment directives, and journals which enable to create understanding about the

ongoing changes in the process of livelihood improvement and poverty reduction.
3.2.2 Study Population and Sampling Unit

The source population of the study was Micro and Small Enterprises working at the
Integrated Housing Development Project in Hawassa. During the survey time there
were 60 enterprises in the construction materials production sector, and 71 enterprises
in the construction services delivery sector, totally 131 enterprises ( incorporated 993
individuals) are the study population who were working at HCHDP construction
jobs ( HCHDPO, 2011). Amongst these, 20 enterprises were selected from the
construction materials production work sectors, and 21 from the construction service
rendering work sectors; totally 41 enterprises (which is about one- third of the total
enterprises) were included in the study. Of which 124 individuals, that is, 12.5% of
the study population were selected which could be proportionally representative
sample of the study. In addition to these, 14 individuals were selected from Omo
Micro Finance branch/sub-branch offices, Hawassa City Housing Development
Project Office, and City and Sub-Cities' MSEs Development Agencies. The selection
is held based on the direct relationship of work interaction of the individuals with the
enterprises involved in HCHDP work. Accordingly, a total of 138 individuals were
included as the sample for the survey administration and key informant interview. The

detail for sample selection is seen in table- 3.1 in the next page.



Table 3. 1 Study population and samples

S. | Job sector | Specific No. of No. of total No. of sampled | No.of sampled
No work area | Enterprises | members per | Enterprises individuals
work area

1 = BP 24 180 8 24

o 1%

£ S | Mww 32 220 9 27

2 &

S s & |GW 4 53 3 10
2 x MW 45 330 11 33

= o

-% = El 8 70 4 12

E 8 5 |SW 9 80 3 9

[l

S ¢ g |[Fw 9 60 3 9

7 131 993 41(31.3%) 124(12.5%)

(Source; HCHDPO, 2011)
BP = Block & Pre cast producers, MWW = Metal & Wood Work, MW = Mason Works, El =
Electric Installation, GVP = Gravel Producers, FW = Finishing Works, SW = Sanitary Works

3.2.3 Sampling Procedures
Sample was drawn from the study population by applying purposive as well as
proportional random sampling techniques, i.e. in the actual selection of enterprises as
well as sample respondents from each enterprise. Hence, from the total MSEs
engaged in the construction sector and participating in HCHDP, enterprises were
selected by using purposive (quota) sampling technique. The selection was done
based on the sample frame, the list contains the names of all the enterprises and their
individual members, found from HCHDPO.

enterprises from each job sector proportionally which have nearly equal number of

After assigning the number of

members, the actual selection of enterprises and sample respondents is held by
applying proportional random sampling technique. These techniques are selected
because the study was focused on the enterprises’ participation in different job sectors
and it enables to give equal chance for the enterprises to have representative sample

of the population.

Regarding the selection of the key informants, purposive sampling technique was
used to include the appropriate number of individuals in the study from concerned

government institutions. Purposive sampling method was applied because the work
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relationship with the MSEs was taken as primary criteria for the selection of key

informants so that any relevant information could be collected easily.

3.3. Data Collection Tools

Primary data were collected from the study subjects by using the following data

collection tools.

3.3.1 Semi-structured Questionnaires

Specifically designed (both close and open ended), self-administered written
questionnaires were used to collect data from the study targets. This tool was selected
because it is extremely flexible and can be used to gather information on almost any
topic involving large or small numbers of people. Moreover, questionnaires are
relatively inexpensive to administer and they allow the respondents to fill it out at
their own convenience. The respondents (either individually or in a group) are also
asked identical questions which were used to collect relevant data regarding:

e Socio-economic variables such as level of income, job opportunities,
challenges faced (internal and external), sustainability, marketing and
demographic variables such as age, sex, marital status and the like issues from
Micro and Small Enterprises’ members.

e Financial aspects, support provisions to sustain the enterprises, monitoring and
evaluation schemes, future plan and the like issues from Omo Micro Finance
sub-branches, HCHDPO, and other concerned government offices (relevant
stakeholders).

3.3.2 Key Informant Interview
Key informant interview was held to collect qualitative data from concerned
stakeholders like officials from the city administration and the city municipal, experts
from the region and Hawassa city HDPOs’, OMFI branch/ sub-branches, and the
city/sub-cities’ MSEs development agency offices after the quantitative data were
collected through the survey questionnaires. Interview guide list was used as a tool for
conducting the key informant interviews with sound recording device. Here questions

are asked in the natural course of interaction and arised from the particular context. It



can give a greater insight and more in-depth understanding of the topic researched by

strengthening the data obtained through quantitative approach.

3.3.3 On-site Observations

A total of four times field visits was held on different production and construction
sites of MSEs to observe and asses the on-going site work including equipments and
machineries, number of employees on duty, different financial documents and the
like. Also observation was held at different offices of the concerned stakeholders to
collect data (related to MSEs performance) on the planning, support provisions and
monitoring and evaluation by using various types of checklists. Important field-notes
were taken to keep record of observations for contextual analysis and illustration of
the results. Personal observations were also made on the residences of selected
respondents’ and the working sites of the enterprises.

On site observation technique provides researchers with an opportunity to collect data
on a wide range of behaviors’ and interactions, and is particularly useful for
discovering whether individuals or groups do what they say they do, or behave in the
way they say they do. Observations are useful for observing behaviors undisturbed in
their natural setting and offer an opportunity to learn about things the participants may

be unaware of.

3.3.4 Focus Group Discussions (FGDs)
Three Focus Group Discussions were held on three occasions with selected
individuals from MSEs, and HCHDPO separately and jointly. In this regard important
and selected issues, from semi- structured questionnaires and site observations were
raised at the group discussions. Relevant issues raised from the focus group
discussion were recorded with written notes and recording device to summarize the
information for analysis. The researcher used basic questions related to impact to
guide the discussion with the selected members of the FGDs. The purpose of the
discussion was generating qualitative data, which gives an insight into attitudes and
perceptions in a social context where people can consider their own views in the
context of the views of others, and where new ideas and perspectives can be
introduced. The technique also allows observation of group dynamics, non-verbal
communication, etc. People work as a group, listen to each other's comments and

answer the questions.



3.4 Data Processing and Analysis

Concerning the process of data analysis, both qualitative and quantitative approaches
were employed. The quantitative data were analyzed using the SPSS 16.0 program.
With the help of statistical tool, the row data was entered in the computer to create
data file which is the aggregate sum of nominal and ordinal variables as well as non-
coded scale variables. For the nominal and ordinal variables, frequencies and
percentage values were computed and the scale variables were also computed by their
means and the standard error of means. The computation was done by way of
describing the mean values and standard error of mean so that the sample attributes
were replicated to the population by consideration of minimal errors that could

possibly occur.

The qualitative data collected through FGDs, on-site observations, and key informant
interviews were analyzed based on their content and results were incorporated into the
quantitative results and the conclusion of the study. Content analysis that is applied for
qualitative data is much more mechanical with the analysis being left until the data
has been collected. Perhaps the most common method of doing this is to code by
content (Creswell, 2008). Using this method the researcher systematically worked
through each transcript assigning codes, which are numbers and words, to specific
characteristics within the text. The researcher has developed a list of categories

through each related thematic ideas which emerged from the qualitative data.

The validity of the study was improved by the use of data triangulation in which
inquirers draw evidence from different sources or different participants to develop a
code or a theme, and methodological techniques .This was done by using different
data collection tools, such as on-site observation, Focus Group Discussion, and by
varying other research factors like time and site of observations. An attempt was also
made to have an appropriate sampling technique and adequate sample size. To ensure
reliability, adequate questions were asked on each indicator variables. In addition, the
researcher closely monitors the data collection activity by enumerators through

frequent field visits.



Chapter Four
Results and Discussion

4.1 Introduction

The information gathered through different data collection methods and tools are
analyzed, discussed, and results are presented in this chapter in such a way that
addressed the research questions raised in the study. During the survey, an attempt
was made to assess the existing situation of the sample respondents for searching the
real picture of the enterprises and the livelihood of the members. As a result, the
socio-demographic characteristics of respondents, the business and financial status,
the infrastructure and production equipments situations of the MSEs, as well as the
living conditions of the respondents, and also participation of the concerned

stakeholders are analyzed using empirical data of the field survey.’

4.2 General Characteristics of the Respondents

The demographic variables like age, sex, marital status, and number of dependents,
and socio-economic variables such as level of education, health conditions, and
wealth status may have direct or indirect impact on the way respondents
(beneficiaries) utilized financial and other support services they received from the

concerned stakeholders for their enterprises’ development.

Concerning the age characteristics of the respondents, the majority (83.9%) are in the
productive age (11.3% in the age group of 18-20 years and 72.6% in the age group of
21-30 years), the remaining (16.1%) are in the age group of 31-40 years. The mean
age of the sample respondents is 26.38 years. This showed that most of them are
youth who could actively participate in income generating activities to improve their
living conditions. Moreover, it is possible to say that MSEs involved in the
construction sector are benefiting all working age groups, more significantly the
youth, and their contributions for productivity and employment generations is very
crucial. ( Table 4.1).



Table 4.1 Socio-demographic information of the sampled MSEs members.

Job type of the enterprise

Variable BP MWW  MswW El GVP FW SW Overall
Sample size (n) 24 27 33 12 10 9 124
Age category (%)
18- 20 years 8.3 7.4 15.2 16.7 10.0 22.2 - 11.3
21-30 years 75.0 85.2 66.7 66.7 70.0 33.3 100 72.6
31-40 years 16.7 7.4 18.2 16.7 20.0 44.4 - 16.1
Sex (%0)
Male 54.2 74.1 72.7 75.0 50.0 77.8 55.6 66.9
Female 45.8 25.9 27.3 25.0 50.0 22.2 444 331
Marital status (%0)
Single 54.2 40.7 36.4 66.7 60.0 55.6 100 51.6
Married 45.8 59.3 63.6 33.3 40.0 444 - 48.4
Education (%o)
Grade 1-8 4.2 18.5 18.2 - 10.0 33.3 - 12.9
Grade 9-10 4.2 29.6 42.4 - 40.0 33.3 - 24.2
TVET 83.3 444 36.3 75.0 40.0 33.3 100 55.7
Preparatory 3.0 - - - - .8
12+2 (diploma) 8.3 7.4 - 16.7 - - - 4.8
First degree - - 8.3 10.0 - - 1.6
No. of dependents (Mean >0 ! >0 20 Lo 20 20
(0.26) (0.19) (0.29) (0.37) (0.22) (0.55) (0.12)

+ SE)

* BP = Block & Pre cast producer, MWW = Metal & Wood Work, MsW = Mason Works, EI
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary

Works

Due to high growth rate of urban population in developing countries, like Ethiopia,

more attention is given to the role of MSEs sectors in serving as a solution for the

growing urban unemployment, poverty, and income inequalities. Thus, by considering

the above conditions, the Federal Government of Ethiopia took the initiative to

establish the MSEs Development Strategy in 1997 E.C for enabling the participation
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of those disadvantaged groups of the society (women and youth) to be beneficiary
from the sector (Wondimu, 2011).

However, the participation of females in different economic activities is less
proportional than males in Ethiopia as well as in the study area. According to the
survey data, out of the total respondents, 66.9% are males and the remaining (33.1%)
are females. Therefore, it can be said that the sector makes contribution to
employment and income generation for both types of sexes, especially for women
who had no job alternatives or income sources in the past. As of the MSEs
participated in the study are with the construction sector, the trend of females
participation is insignificant. This may happened due to cultural influence and as the

sector requires high labor.

Concerning the marital status of the respondents, among the total, 51.6% are single
while the remaining 48.4% are married. Other indicators of marital status such as
divorced, separated, and widowed are not observed in the responses of the samples
interviewed. This condition may exist due to the majority of them are young and
recently married as few respondents indicated during the Focus Group Discussions.
Thus, the proportion of married respondents is nearly equal to single members, and
MSEs members are assumed to be responsible to and support their families with the

income gained from the enterprises .

Figure- 1 Marital Status
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As education helps to acquire knowledge and skill, it is a key instrument to increase
productivity and reduce poverty. Most job opportunities require medium and higher
level of education in both government and non-government offices. Thus, it is very

difficult to get jobs for those who completed junior and high school levels. However,
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such problems can be reduced with the help of MSEs as the sector absorbs individuals
even at lower levels and illiterate. On the other hand, the more people are educated,
the better the skills and the knowledge they acquire to manage their own business
effectively. Although it is expected that people with higher level of educational
attainment improve their chance of obtaining a better means of income. As presented
in Figure- 2, all the study respondents are literate with different levels of education.
Accordingly, out of the total respondents, the majority (60.5%) are graduates of
TVET with diploma and certificate, and 12.9% are less than grade 9. Also those who
are grade 9-10, and grade 11-12 are 24.2%, and 0.8%, respectively. The remaining
2% have their first degree.

Fig. 2 Educational Level
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Education level of the respondents

In general, MSEs’ members involved in the construction sector are literate with the
majority of them are vocational and technical college graduates. This trend indicates

that MSEs are more convenient and appropriate working sectors for those who have



qualifications with and experienced in technical and skill-oriented fields. This is also
one of the policy objectives that MSEs’ sector is established and it indicates the
achievement of the desired goal of the government policy in general terms. Prior
occupation and job experience are also important indicators of socio-economic
characteristics of the respondents as influential factors in the level of productivity.
With regard to this, respondents were asked about their prior occupations and
previous job experiences before joining the enterprises, and their responses are

summarized and presented in table 4.2 below.

Table 4.2 Previous work experience of the respondents in relation to the current job.

Job type of the enterprises

Variable
BP MWW MW El GVP FW  SW Overall
Sample size (n) 24 27 33 12 10 9 9 124
Prior occupation before
joining MSEs(%0)
Student 8.3 37.0 15.2 33.3 40.0 - 100 27.4
Unemployed 29.2 14.8 - 16.7 60.0 33.3 - 17.7
Government employee - 3.7 3.0 - - - - 16
Privately employed 375 185 48.5 25.0 - 33.3 - 29.0
Unpaid family ] ] 30 83 ] ] ] 16

business employee
Self employed 25.0 25.9 30.3 16.7 - 33.3 - 22.6
Previous work

experience (%0)

No experience 66.7 333 30.3 25.0 80.0 33.3 - 39.5
Masonry work 20.8 - 69.7 - 20.0 66.7 - 29.5
Meta |1& Wood work 4.2 48.1 - - - - - 11.2
Electrician 8.3 7.4 - 58.4 - - - 8.8
Accounting - 111 - - - - - 24
Paint work - - - 16.7 - - - 1.6
Plumbing - - - - - - 100 7.1

* BP = Block & Pre cast production, MWW = Metal & Wood work, MW = Masonry Work,
El = Electric Installation, GVP = Gravel Production, FW = Finishing Works, SW = Sanitary
Works



Accordingly, nearly half of the respondents, 27.4% and 17.7% were students and
unemployed before joining the enterprises, respectively. Among the remaining, 29%
were hired employees in privately owned enterprises. On the other hand, 22.6% were
self employed while the rest 3.2% were government employees and working in
unpaid family businesses. In general the above figures indicate that MSEs created job
opportunities for those who are unemployed and job seekers (45.1%). MSEs also
incorporated individuals who were involved in wage employment, and self-employed
(51.6%). Hence, MSEs benefited the working active poor who were unemployed and
the less paid wage laborers as well as the self-employed by creating their own

enterprises with the required equipments including the working capital.

Concerning to the respondents’ previous work experiences, 39.5% have reported that
they had no work experience while the remaining 60.5% had different work
experiences that related to their current jobs. From those who had work experience,
29.5% were experienced with jobs related to masonry. Experiences in woodwork,
building electrician, metal works, sanitary works, accounting, and finishing works
accounted for 6.4%, 8.8%, 4.8%, 7.1%, 2.4%, and 1.6%, respectively. The above data
implies that MSEs incorporated more of the experienced and the remaining who were
students with out work experience. Thus it is possible to say the combination is useful

for experience sharing among MSEs members concerning their jobs.

4.3 Enterprises’ Information
4.3.1 Issues related to Enterprise Establishment and Employment

Different issues that are related to the enterprises’ establishment as well as the current
status of employment generation were inquired and results are presented in this sub-
section. The initiation and the source of idea to join and working at the MSEs is
assumed to be influential during the accomplishments of any job practically.
Accordingly respondents were asked about the initiation to join MSEs and more than
half (53.2%) reported that they were initiated by the government policy and utilized
the opportunity where as 17.7 %and 145 % were involved in MSEs due to
unemployment and related previous work experience respectively the remaining 8.1
% and 6.5 % were initiated by personal interest and others’ (friends and relatives, etc)

advice, respectively.



With regard to the years of establishment, nearly all the enterprises are young that
started working during and between the years 2006/07—2009/2010. According to the
survey, only 3 (2.4 %) enterprises working in wood and metal works sector
established in the year 2004/05. Among the remaining, 44.4 % are established in the
year 2007/08 and 29.8% established in the years 2006/07 while 23.4 % are established
in the year of 2008/09. As it is mentioned in the pervious chapter MSEs involved in
the construction and related works established to absorb the job opportunities created
by the integrated housing development project and hence their time of establishments
is related directly to the beginning of the construction of condominium houses in the

city.

Figure-3 Year of establishment of the enterprises
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Concerning the duration of time respondents stayed working at the enterprises might
have an impact on the level of job performance and hence it is assumed to be an
indicator of their interest on their respective jobs. Almost all the enterprise members

were found to be working since the establishment of their enterprises.



Table 4.3a Issues related to enterprise establishment

Job type of the enterprise

Variable BP MWW MW El GVP FW SW  Overall
Sample size( n) 24 27 33 12 10 9 9 124
Initiation to become member of MSEs (%)
unemployment 33.3 14.8 12.1 - 40 22.2 - 17.7
Others' advice 4.2 - - - 40 33.3 - 6.5
Own interest - 22.2 12.1 - - - - 8.1
Relevant previous - 7.4 30.3 33.3 20 - - 145
experience
Policy/ 62.5 55.6 45.5 66.7 - 44.4 100 53.2

Opportunity

Founder member (%0)
Yes 100 100 84.8 100 100 100 100 96.0
No - - 15.2 - - - - 4.0

* BP = Block & Pre cast producer, MWW = Metal & Wood Work, MW = Mason Works, El
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary
Works

Source: Survey data, 2011

One of the policy objectives of MSEs development sector is to create job
opportunities for the rural and urban working poor people who are unemployed as
well as low income skilled workers, and wage laborers. With regard to the sample
enterprises of the study, the initial and the current status of employment capacity is
assessed and results are summarized in the Table 4.3b. Accordingly the mean number
of male and female members/enterprise is 6.3 and 2.5, respectively while the
enterprises’ over all average number of members/enterprise is 8.4 persons. Thus, the
enterprises at the start- up period have created job opportunity for about 346 (260
males and 86 females) individual members. In addition to the members, those MSEs

created job opportunities for 597 wage laborers (370 males and 227 females).



Table 4.3b Issues related to enterprises’ employment

Job type of the enterprise

Variable BP MWW MW El GVP FW SW Overall
Sample size(n) 24 27 33 12 10 9 9 124
No. of members (Mean £ SE)
Male 6.9 5.8 6.7 5.3 8.7 6.3 43 6.3
(1.13) (0.76) (0.38) (0.75) (0.33) (0.67) (0.33) (0.33)
Female 3.6 3.0 1.9 1.0 13 2.7 - 25
(0.61) (0.24) (0.35) ) (0.33)  (0.67) (0.22)
Total Members 10 8.8 85 6.0 10.0 9.0 4.3 8.4
(0.50) (0.72) (0.21) (0.71) ) ) (0.33) (0.32)
No .of members (Sum)
Male 55 52 74 21 26 19 13 260
Female 25 27 19 3 4 8 - 86
Total Members 80 79 93 24 30 27 13 346
Work hrs/day 8.2 9.5 8.4 8.2 8.0 9.3 8.0 8.6
(Mean + SE) (0.20) (0.13) (0.20) (0.11) ) (0.17) ) (0.09)
Work days/wk 6.2 6.1 6.0 6.0 6.0 6.0 6.0 6.0
(Mean + SE) (0.08) (0.05 () Q) Q) ¢) ©) (0.02)
Hired laborers (Mean + SE)
Male 8.0 8.6 10.7 55 14.7 10.7 4.3 9.0
(1.27) (1410 (1.36) (1.04) (2.60) (0.33) (0.33)  (0.68)
Female 6.9 15 10.5 4.3 10.5 53 - 7.3
(0.85) (0.29) (2.41) (0.88) (0.50)  (0.67) (1.04)

1 BP = Block & Pre cast producer, MWW = Metal & Wood Work, M W = Mason Works, EI
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary
Works

Source: Survey data, 2011

When we consider employment generation in job sectors, MSEs in the construction
materials production sector are defined as having up to 456 employees amongst which
138 are females, and 318 males. The service sector also having up to 487 employees.
Totally the study enterprises generating employment for 943(including hired laborers)
individuals in the study area . Moreover, MSEs not only provide a higher percentage
of employment opportunities but also assumed to play a pivotal role in enhancing

sustained economic growth of the region. Hence MSEs contribute quite significantly



to the cities economy by creating job opportunities and reducing income inequalities

and thereby reduce the level of poverty among different groups of the society.

Views of enterprise members about the future of their enterprises are also inquired
regarding job security, work preference, and vision about the future, and results are
summarized in Table 4.4. Accordingly, the respondents were asked on whether they
feel secured or not about their current job of the enterprise. With regard to this, more
than half of the total respondents (58.9%) have no doubt about the continuity of their
job with in the enterprise. The remaining 41.1% are doubtful and feel insecure about
their job. Feeling insecure with ones own job may lead to the reduction in

productivity of the enterprises in the long run.

Among those whom felt insecure about the enterprises job, 52.9% indicated that
irregular inputs ( construction materials) supply is the most significant reason where
as the remaining 37.3%, and 9.8% said that doubt with the continuity of HCHDP
work and malfunctioning of production equipments are the second and the third
reasons, respectively. On the other hand, job insecurity is not a problem for
enterprises who are engaged in gravel producing and finishing works. This may imply
the existence of external market for the products/services of the enterprises.
Generally, from the responses of the members, it is possible to say that regularly
supplying local and fabricated construction materials and facilitating market linkages
for the products/services of the MSEs need high attention from both the concerned
stakeholders and the enterprise members.

Data were also collected whether respondents will continue working with their
enterprise or not. Concerning this issue, two-third (66.9%) of the respondents agreed
to continue working with the enterprises while the remaining 33.1% preferred
working privately than with the enterprises. The respondents who preferred working
privately were also asked the reasons of their preference. Accordingly, out of the total
42 respondents, 25% and 20% reasoned out working privately will be easy for
decision making, and convenient to be more productive, respectively. Among the
remaining, 20% and 15% forwarded that HCHDP job discontinuity and group
members’ related problems as the causes for their preference, respectively. Lack of
team spirit for 12.5% and having personal vision to be a contractor for 7.5% are the

reasons given by the rest respondents. It was also supported by the FGDs’ results.



Table 4.4 Views of members about the futurity of their enterprises.

Job type of the enterprise

Variable BP MW MW El GVP FW SW Overall
Sample size (n) 24 27 33 12 10 9 9 124
Feeling about current job security (%0)
No doubt 16.7 926 515 58. 20 100 100 58.9
Doubtful 83.3 74 485  41. 80 - - 411
Reason for feeling current job insecurity (%)
Irregular input supply 70 - 81.2 - - - - 52.9
Doubt about continuity of IHDP 30 100 188 100 375 - - 37.3
Malfunctioning of equipments - - - - 62.5 - - 9.8
Preferred job type in the future (%0)
Privately employed 417 185 9.1 58. 80 88.9 - 33.1
Continue with the association 58.3 815 909 41 20 111 100 66.9
Reason for preferring to work privately (%)
Easy for decision making 20 - - 57. 28.6 - - 20
To be more productive 40 100 - - - 12.5 - 25
Group members related problems 40 - - 28. - - - 15
Personal vision to be a contractor - - 100 - - - - 75
Job discontinuity - - - 14. 28.6 62.5 - 20
Lack of team sprite - - - - 429 25 - 12.5
Vision about the enterprise future (%)
Maintain the existing business - - 3 - - - - 0.8
Expand the existing business 542 333 455 50 - 111 - 35.5
Change the existing business - - - 16. - 22.2 - 3.2
Continue the same business 12,5 - 9.1 25 - 111 - 8.1
Promote the enterprise to 33.3 66.7 424 - 20 44.4 100 444
PLC/Cooperative
No future vision - - - 8.3 80 111 - 8.1

* BP = Block & Pre cast beam producers, MWW = Metal & Wood Works, MW = Mason
Works, El = Electric Installation, GVP = Gravel Producers, FW = Finishing Works, SW =
Sanitary Works

The sample respondents were also asked about the destiny of their micro enterprises
in the future. Accordingly, 44.4% of them responded that they want to promote their

enterprises to PLC/Cooperatives level. This may imply the existence of better



knowledge of entrepreneurial skill among enterprise members. Also a bit more than
one-third of the total respondents (35.5%) said that they want to expand the existing
job of the enterprises. The remaining 8.1%, 3.2%, and .8% respondents have the plan
to work privately with, change, and maintain the existing business of the enterprise,
respectively. Above all, 8.1% of the total respondents do not know about the future of
the enterprises that they belonged to.

4.3.2 Information on production materials, equipments and infrastructure
of MSEs
Issues related to infrastructure, production equipments, and constraints regarding to
MSEs performance are discussed in this sub-section and results presented in Table-4.5.
Concerning the existence of the necessary infrastructure facilities for their enterprises,
21.4 % of the respondents’ require additional working spaces in their sites. Where as
water supply, electric power supply, and working site road improvement are
infrastructure facilities required by 17.3%, 14.9%, and 8.3% of the respondents,
respectively. On the other side, the remaining 38.1 % of the respondents’ reported that

adequate infrastructure existed for their enterprises.

The above data reveals that the majority (61.9 % ) of the respondents’ indicated the
insufficiency of various infrastructure facilities that required for their job. Also the
sample respondents were asked about the existing constraints that hinder the current
and the future development of the MSEs. The results obtained from the survey
indicate that limited stakeholders’ (government bodies) support (60.5%), and shortage
of production (construction) materials (41.1%) as two of the main constraints. This
should not come as surprise given the strong dependency of the MSEs on government
agencies and departments which are often seen as the one only solution to much of the

enterprises problems

Shortage of working capital and credit availability are also accounted 38.7 % and 30.6
% of the responses that ranks as the second major problems. Where as low market
demand as well as shortage of skilled labor accounts for 21.8 % and 19.4 % of the
responses, respectively. The remaining 17.7 %, 9.7 %, and 7.3 % of the responses
were indicating problems like lack of improved production technology, high market

competition, and lack of managerial skill, respectively.
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Table 4.5 Infrastructure situation and related constraints of MSEs

Job type of the enterprises

Variable BP MW MW El GVP FW SW  Overall
Sample size (n) 24 27 33 12 10 9 9 124
Additional infrastructure required (%6)
Adequate infrastructure ~ 70.4 31.1 2717 3715 - 25.0 100 38.1
exists
Working space 14.8 28.9 31.9 250 - - - 21.4
expansion
Power supply - 22.2 85 375 167 25.0 - 14.9
Water supply 3.7 111 14.9 - 83.3 50.0 - 17.3
Improve road to sites 111 6.7 17.0 - - - - 8.3
Enterprise constraints (%)
Lack of skilled labor 8.3 29.6 152 16.7 - 556 222 19.4
Shortage of capital 62.5 25.9 333 167 200 444 778 38.7
Low demand 125 29.6 455 - 10.0 - - 21.8
Shortage of credit 50.0 44.4 27.3 - - 222 333 30.6
High market - 74 24.2 - - - 22.2 9.7
competition
Shortage of inputs 70.8 25.9 273 417 20.0 556 66.7 41.1
Lack of improved 16.7 37.0 - 16.7 - 444 222 17.7
technology
Lack managerial skill 8.3 18.5 - 16.7 - - - 7.3

Inadequate stakeholders  45.8 74.1 576 583 800 333 7738 60.5
support

* BP = Block & Pre cast producer, MWW = Metal & Wood Work, MW = Mason Works, El
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary
Works

2 Percentages for this category add up to more than 100 because of multiple responses
Source: Survey Data, 2011

Data were also collected regarding the problems that encountered the MSEs at the
start-up time of their business. Accordingly, 23.8%, 16.2%,and 20.4% of the
respondents mentioned that problems related with credit, working site, and marketing

were the major ones ,respectively. In addition to the above, initial capital, and lack of



infrastructure were constraints confirmed by 15.8% and 12.9% of the respondents,
respectively. The remaining 4.6% of the respondents replied that they did not face any
problems during the start-up time. The above data reveals that credit facility and
market linkages are very crucial for MSEs proper functioning and sustained
development. However, as the problems were encountered the enterprises during the
start-up period (time), most of them are solved and minimized due to the support of
the concerned stakeholders. Similarly the above issue was raised for the key
informants from the concerned MSEs development sector offices, and they also
confirmed that most of the problems which were arising during the start-up period

were solved.

Moreover respondents were asked about the problems that directly affect their
performance, and which related with the external business environments.
Accordingly, price variations of production inputs, shortage of production materials
(inputs) supply, and cost of labor variations are the major constraints confirmed by
22.3%, 15.7%, and 15.4 % of the respondents, respectively. Among the remaining,
product/service selling price variations, and market problems were the second
significant problems that mentioned by equal proportion (12.8%) of the respondents,
respectively. The rest, 10.1 % and 9.5%, respondents were indicated that working
capital scarcity and access to additional equipments, respectively; are the problems

that affect their jobs.

In general, it is possible to say the above problems that related to the external business
environment are hindering the growth and expansion of the enterprises to achieve
their intended objective as well as to be competent with the external market in a
sustainable way. To overcome the problems all the concerned stakeholders and the
government took relevant and appropriate measures although the outcome was not
satisfactory . Therefore, the problems encountered MSEs are still need more effort to
decrease the status quo and to increase productivity, to generate more employment
and thereby reduce income inequalities among different groups of the society in the

study area as well as in the region.



Table-4.6 Problems of MSEs at start-up time and currently

Job type of the enterprise

BP MWW MW El GVP FW SW  Overall
Sample size(n) 24 27 33 12 10 9 9 124
Enterprise Problems at start- up
No problem 59 3.2 - 25.0 - 29 74 4.6
License - - - - - 29 222 29
Initial capital 17.6 4.8 31.7 - - 176 25.9 15.8
Credit 29.4 258 293 - 154 265 111 23.8
Market problems 0.0 29.0 36.6 58.3 00 206 74 20.4
Working site 19.6 22.6 24  16.7 00 176 222 16.2
Infrastructure 27.4 145 - - 231 118 37 12.9
Others - - - - 61.5 - - 3.3
problems related to the external business
Labor availability 0.0 2.6 0.0 0.0 00 00 71 13
Material Supply 23.3 10.3 21.4 0.0 125 69 250 15.7
Price variations of 15.0 7.7 229 208 125 276 3.6 15.4
labor
Price variations of 25.0 28.2 185 125 00 20.7 321 22.3
Production Materials
Working Capital 10.0 9.0 8.6 16.7 6.3 6.9 17.9 10.1
Scarcity
Market Problems - 20.5 143 208 - 276 - 12.8
Access to Equipments 13.3 115 7.1 - 18.8 - 14.3 9.5
Selling price variations ~ 13.3 10.3 72 292 500 103 - 12.8

* BP = Block & Precaste producer, MWW = Metal & Wood Work, MW = Mason Works, El
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary

Works
Source: Survey Data, 2011

Data were also collected regarding the availability and adequacy of production

equipments. Accordingly, 48.8% of the total respondents said yes but a little more

than half, 51.2% of them reported that they lack the necessary equipments with

required amount. Moreover, 37.1% of the respondents reported that malfunctioning of
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their production equipments during the past one year as of the survey time. As the

survey data reveals the malfunction of equipments happened in 15 enterprises that

involved in the three construction materials production job sectors.

4.7. Production equipments situation of MSEs

Job type of the enterpriset

Variable BP MWW MW El GVP FW  SW  Overall
Sample size (n) 24 27 33 12 10 9 9 124
Sufficiency of equipments (%)
Yes 75.0 44.4 394 455 - 33.3 100  48.8
No 25.0 556 606 545 100 66.7 - 51.2
Malfunctioning of equipments during the last
12 months (%0)
Yes 62.5 77.8 - - 100 - - 37.1
No 37.5 22.2 100.0 100.0 - 100 100 629
Maintenance expense
4300 5643 32333 10533
(last 12 months)
(831)  (1299) (6333) (3172)
mean = SE
Purchase of equipments by own capital (%6)

Yes 50.0 53.8 66.7 - - - - 39.0
No 50.0 46.2 333 100 100 100 100 61.0
Expenditure on purchased 34250 18600 2222 15347
equipments (mean *+ SE) (8199)  (4490) (293) (4032)

1 BP = Block & precast beam production, MWW = Metal & wood work, MW = Mason
Work, El = Electric Installation, GVP = Gravel Production, FW = Finishing work, SW =

Sanitary work

Regarding the cost of maintenance, gravel production enterprises incurred the highest
average expenditure of 32333 Birr/enterprise, and block and precaste beam
production enterprises incurred the minimum average expenditure of 4300
Birr/enterprise. The overall average maintenance cost of the enterprises is 10533 Birr.
In general, 15 enterprises totally incurred 158,000 Birr for maintenance of their
production equipments for the past one year as of the survey time. From this data, it is

easy to understand that big amount of money incurred for maintenance purpose that



can raise the enterprises’ cumulative capital or can be used to purchase additional
equipments. Therefore, as the issue was affecting the continuity of the production
work of the enterprises in addition to the expenses incurred, the situation of the

equipments purchase needs care for the future.

Furthermore, concerning this issue, MSEs members who were participants in the
focus group discussions have raised the inefficient working capacity of their
production equipments. As to them, the efficiency and quality of the equipments
purchased by credit lease were not satisfactory. Hence they suggested the necessity of
taking care for the future while purchasing equipments for the newly established

enterprises.

4.3.3 Information on Training and Skill Development

Issues related to MSEs members skill development and different trainings acquired
are discussed below based on summarized data in Table 4.8. Accordingly, data were
also collected regarding trainings received by MSEs members prior to providing loan.
As prior training is essential for minimizing problems at the beginning of new
business , 84.7% of the total respondents reported that they received trainings on
business development services. Concerning the type, 53.2%, and 40.3% of the
respondents have taken trainings on bookkeeping and saving, respectively. Whereas
topics on the basics of mason work, marketing, entrepreneurship, and materials
management accounts 35.5%, 27.4%, 26.6%, and 20.2% , received by the
respondents, respectively. Moreover, business and human resource management
trainings have been received by 19.4%, and 9.7% of the respondents, respectively. In
addition, on-job trainings are important to improve the capacity of the workers.
Accordingly, respondents were asked whether on-job trainings were given to them,
and 55.1% of the respondents said no, while the remaining 44.9% have received on-
job trainings on topics related to different business development services. The length
of days of trainings received by members on average were seven days. The maximum
and minimum days of trainings received were 15 and 4 days, respectively. Similarly,
participants of the focus group discussions were emphasized the importance of having
continuous on-job trainings for their current jobs. Hence, the concerned stakeholders

(government bodies and NGOs) should give due attention and facilitate the situations



that enable MSEs members to get on-job trainings on supportive business

development services.

Table 4.8 Trainings given prior to and post providing loan to MSEs members

Job type of the enterprise®

Variable
BP MW BC El GVP FW SW  Overall

Sample size (n) 24 27 33 12 10 9 9 124
Training acquired before receiving loan (%)

Yes 875 852 818 50 100 100 100 84.7

No 125 148 182 50 - - - 15.3
Type of training (%)

No training received 125 148 182 500 - - - 15.3

Business 125 333 182 333 200 - - 194

Marketing 125 148 242 16.7 200 66.7 100 27.4

Saving 50.0 40.7 455 16.7 10.0 100 - 40.3

Book keeping 708 556 455 333 300 333 100 53.2

Fuman resource 42 1438 6.1 - 200 333 - 9.7

management

Materials management 375 259 152 - 100 333 - 20.2

Construction work 29.2 111 485 333 800 66.7 - 355

Entrepreneurship 417 444 91 333 200 222 - 26.6
Trainingdays Mean+SE 4(0) 7(1) 5(1) 6(1) 15(2) 92 4(0) 7(0)
On job training received (%)

Yes 458 778 241 40 100 - - 44.9

No 542 222 759 60 - 100 100 55.1
Trend of recording job progress (%0)

Yes 100 889 727 83.3 100 100 100 88.7

No - 111 273 16.7 - - - 11.3

1 BP = Block & precast beam production, MWW = Metal & wood work, MW = Mason
Work, El = Electric Installation, GVP = Gravel Production, FW = Finishing work, SW =

Sanitary work

2 Percentages for this category add up to more than 100 because of multiple responses

Source: Survey Data, 2011
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Furthermore, it is unquestionable that the MSEs’ products and services have to be
competent enough with similar products and services of the external market. As the
enterprises of the study are working on construction and related jobs, quality
assurance for their products/ services is very essential. With regard to this, the survey
results indicate, 88.7% of the respondents have the practice of recording physical

progress of their products/ services while the remaining do not have the practice.

4.3.4 Issues related to financial work and business status of the

enterprises

Responses of related issues to the financial system and the current business
performances in relation to the external market of the enterprises results are

summarized in Table-4.9. and discussed below.

Table 4.9 Financial control system of the enterprises and extent of members’ participation.

Job type of the enterprise

MW

Variable BP w MW El GVP FW  SW  Overall
Sample size (n) 24 27 33 12 10 9 9 124
Practice of established accounting system (%o)

Yes 91.7 100 909 833 100 100 100 94.3

No 8.3 - 9.1 16.7 - - - 5.7
Presence of internal audit system (%o)

Yes 58.3 852 909 66.7 100. 100 55.6 79.8

No 417 148 9.1 333 - - 444 20.2
Practice of openly reporting financial issues to members (%)

Yes 100 923 879 100 100 100 100 95.1

No - 7.7 121 - - - - 4.9
Action taken by members when observing loan abuse (%)

Inform to OMFI - 709 419 - - 33.3 - 29.5

Litigation 750 291 419 200 80.0 66.7 100 55.4

Sanction against holding 25.0 - 16.2 80.0 20.0 - - 15.2

management position

* BP = Block & Precast producer, MWW = Metal & Wood Work, MW = Mason Works, EI =
Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary Works
Source: Survey Data, 2011



Finance is one of the key inputs that highly influence the success or the failure of any
business. There are different reasons for the arising of financial problems of MSEs
that resulted in low efficiency and productivity. Amongst these, low capacity of
saving, lack of established accounting system and lack of business management skills
are the few. With regards to the above, nearly all (94.3%) respondents indicated that
the practice of established accounting system in their enterprises. Similarly, 79.8% of
the respondents indicated that the presence of internal audit system in the enterprises

they belonged.

Moreover, respondents were also inquired about the trend of their enterprises’
practicing openly reporting financial matters to the members. Accordingly, 95.1% of
the respondents agreed that the existence of the reporting mechanisms in their
enterprises. Concerning utilization of the loan for unintended purpose by individual
members, 55.4% of the respondents were agreed on litigation is the action to be taken
where as 29.5% and 15.2% said that inform to the lending institution and sanction

against by holding management position upon the defaulter.

The study also focused on the various indicators of current business status and related
issues that affects the future sustainability of the MSEs. Regarding to this, indicators
such as initial capital and current working capital, product/service selling prices,
proportionality of profit earned, the current business situation and, the like are

summarized in Table 4.10 and the discussion is followed here.

With regard to the current business status of the enterprises, along with the varying
types of job sectors, the overall mean for the initial capital was 61,214.00
Birr/enterprise. Three work sectors: block and pre cast beam producers, metal and
wood works, and gravel producers have higher mean of the initial capital of
173,042.00 birr, 77,982.00 birr, and 127,296.00 birr, respectively.

This amount of capital indicates that the machineries used by the enterprises to
produce blocks & pre cast beam, cutters, welding machine and installation of crashers
(stone mills) cost higher. Those enterprises that have lower mean initial capital as
against the overall mean initial capital were the ones those engaged in masonry
works, electric installations, finishing works, and sanitary works. The lowest mean

initial capital goes to masonry work enterprises, and the amount was 1745
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birr/enterprise. While the rest of the figures that showed lower mean initial capital
when compared with the overall mean were 2375 birr, 1833 birr, and 2500 birr which
were attributed to the work sectors of electric installation, finishing works, and

sanitary works, respectively.

The hitherto current working capital of all the enterprises was estimated to be 16,049
birr on average. Enterprises that were engaged in work sectors of block and pre cast
beam production; and metal and wood works had the higher to current working
capital of 21500 birr/enterprise, and 31667 birr, respectively on average. Where as the
rest of the enterprises have a mean current working capital below the overall average.
According to Table 4.10, the mean current working capital of enterprises engaged in
masonry works, electric installation, gravel production, finishing works, and sanitary
works were 8455 birr, 2750 birr, 15000 birr, 5667 birr, and 11667 birr, respectively.
The fact that lower mean current working capital projected by the enterprises when
compared with initial capital was due to the reasons that the initial capital had the
costs incurred to the purchase of machineries. The trend of investment in working
capital initially and during the study period trait similar patterns except in the cases of

gravel production and sanitary works enterprises.

The first exceptional case, the shrink in working capital of enterprises in gravel
production that was observed during the study period had occurred due to the higher
rate of machinery malfunctioning and the associated costs of maintenance, and the
resulting subsistence production. The booms in current working capital observed in
the case of the sanitary works would be associated with the relative strength of

enterprises’ performance in their work sector.

According to the findings regarding the selling prices of goods, and services as
against the market price, only 16.1% of the enterprises have given their responses that
the selling prices for their products/services were regarded “higher”. Enterprises those
the selling prices of their goods/services as higher, in job sector basis, were engaged
in metal and woodworks (7.4%), masonry works (9.1%), finishing works (66.7%),
and all enterprises those engaged in sanitary works. Majority of the enterprises
(57.3%) considered their selling prices as lower in relation to the market price but this
didn’t hold true in the case of finishing, and sanitary works that argued about the

higher in selling price of their products/services against the market selling price. The
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similarity in prices of goods and services produced by the enterprises versus the
market accounted nearly 27% ; in this regard, sanitary works and gravel producing
enterprises were the one to be excluded. Respondents that voted about the similarity
of selling prices didn’t have any significant majority except the enterprises that were

engaged in masonry works that accounted about 54.5%.

As of the issue raised and confirmed by participants in the focus group discussions,
finding majority of the enterprises under the ‘lower’ selling price category implies the
threats paused upon them by fixed pricing system implemented by their major client -
the IHDPO. Respondents were also asked about the proportionality of profits to the
actual value of their products/services. However, nearly three-fourth of the
respondents witnessed that the values assigned to their products/services were not
proportional to make them profitable. Where as the remaining enterprises were found

receiving profits that were proportional to the values of their products/services.

What unique results found here were the unanimous (100%) disagreements observed
among the block and pre cast beam, and gravel production work sectors with regard to
the proportionality of the values of their products/services. When the larger the
number of enterprises generated disproportional profit as opposed to the actual values
of their products/services, they would become frustrated and began looking towards
the outside market which inturn would result in underemployment, wastage of
resources, corruption, and work delay that neither of these were the objectives hold
under the IHDPO.

The percentage figure presented for all the enterprises show that there were equal
proportion of responses of 44.4% each zero profit and loss incurred. It was only
11.3% of the total respondents that reported about the profit they managed to gain
during the study period. Majority of the enterprises in the work sectors of block and
precast beam, metal & wood works, finishing works, and sanitary works had given
responses about the loss incurred and their percentage share counted as 50% , 55.6 %,
66.7%, and 100%, respectively. All enterprises along with their respective work
sectors had either incurred losses or operated with profit that equal to zero with the
exception of gravel producing enterprises that managed to get profit by 80% of them.
It was only 20% of the gravel producers that incurred loss. To the other extreme, all

enterprises in the sanitary works (100%) had reported about the loss incurred.



Microfinance and enterprise development sector would result positive change among

the enterprise members, if and only if the enterprises become profitable. However, the

data presented in table 4.10, about the current business status of the enterprises,

indicate “that nearly 90% of the enterprises were unable to get profit. In other words,

this would mean that; it was only one in each ten enterprises was able to generate

profit.

Table 4.10 Current business status and issues related to future sustainability of MSEs.

Job type of the enterprise®

Variable BP MWW MW El GVP FW SW Overall
Sample size (n) 24 27 33 12 10 9 9 124
Initial capital in 173042 77982 145 2375 12729 1833 2500 61214
(mean+SE) Birr (25191)  (8965)  (145)  (239) (6)  (441) () (11860)
Current working capital 21500 31667 8455 2750 15000 5667 11667 16049
(8656)  (14911) (511) (323) (4041) (333) (1667)  (3866)
(meanzSE)
Enterprise’s selling price versus to market price (%)
Higher - 7.4 9.1 - - 66.7 100 16.1
The same as 8.3 259 54.5 25.0 - 33.3 - 26.6
Lower 91.7 66.7 36.4 75.0 100 - - 57.3
Proportional to the value of the product/service (%)
Yes - 50.0 12.1 333 - 333 100 26.8
No 100 50.0 87.9 66.7 100 66.7 - 73.2
Current business status of the enterprise (%)
no profit/ loss 375 40.7 60.6 100 - 33.3 - 44.4
gained profit 125 3.7 6.1 - 80.0 - - 11.3
incurred loss 50.0 55.6 33.3 - 20.0 66.7 100 44.4
Availability of client other than HCHDPO (%)
yes 20.8 96.3 90.3 66.7 20.0 100 100 71.3
No 79.2 3.7 9.7 33.3 80.0 - - 28.7
Capacity of the enterprise to function alone without
support of stakeholders (%)
yes 41.7 815 27.3 - 20.0 - 100 41.9
No 58.3 18.5 72.7 100 80.0 100 - 58.1

* BP = Block & Pre cast producer, MWW = Metal & Wood Work, MW = Mason Works, El
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary

Works
Source: Survey Data, 2011



Respondents in the sampled enterprises were given question if they had clients other
than the HCHDPO, and about 71.3% of them have reported about the existence of
external clients where as 28.7% of the respondents were replied that the absence of
external clients that need their products/services. The disaggregating of responses
about the existence of a client other than HCHDPO, based on the types of enterprises’
jobs indicate that all enterprises that were engaged in the fields of finishing works and

sanitary works have reported about the existence of clients other than HCHDPO.

Also enterprises engaged in metal & wood works, masonry work, and electrical
installation have had the access to external clients accounted about 96.3% , 90.3%
and 66.7 %, respectively. Producers of block and precast beam, and gravels had
reported that only 20% of in each type jobs have had clients other than the HCHDPO
even if they were not permitted to sell their products to the external market . The more
the enterprises have clients other than HCHDPO, the better they would have the
option to sell their products/services to the outside market in competitive price. In
other words, most of the enterprises would get the chance to sell their products/
services at better price to other clients outside the HCHDPO. This is one of the
indicators that contribute to the future sustainability of the enterprises.

The respondents were also asked whether their enterprises could function alone
without the support of stakeholders. Accordingly about 42% of the respondents were
found able to perform their jobs without the support of the stakeholders but the
majority (58%) has reported about the difficulty to operate their business without the
stakeholders’ support. Such difficulties were observed in the case of electric
installation, and finishing works, that all the members in these sectors found
impossible to function without the stakeholders support. In addition, most enterprise
members in the gravel producers, masonry works, and block & precast producers
would found it difficult to function alone. Enterprises engaged in sanitary works
(100%) and metal and wood works sectors (81.1%) were found the only able
enterprises that could perform well even in the absence of any stakeholder support.
Thus the above mentioned results of the study showed that majority of the enterprises
have relied heavily on the support given by the stakeholders and this implies that
majority of the enterprises would lack the sustainability in their performance. Since

HCHDP is a temporary project prone to termination it may affect their sustainability.



4 .3.5 Loan and the Repayment status of the Enterprises

As it is indicated in chapter two, credit is an important instrument that can be used
effectively and productively when it is given to the credit worthy among the
economically active poor people. The objective is that to use loans productively and
the willingness to repay the loan. Accordingly, issues related to the credit source,
amount received, rate of interest on loan, loan repayment status, and payback period
of the enterprises are analyzed and results presented in table 4.11 and discussed

below.

Respondents were asked whether their enterprises received credit from sources other
than OMFI. With regard to this, 83.6% of the respondents indicate that OMFI is the
only source of credit leased machineries for their enterprises, and the remaining
16.4% of them indicate as they had other sources of credit in addition to OMFI. The
overall average amount of credit received from other sources is 15,750 birr per job
sector. Similarly, the over all mean total amount of loan received from OMFI is
61,299 birr per/enterprise in each job sector. The maximum and minimum average
total loan is birr 127296, and birr 1833, and received by gravels production, and

finishing works enterprises, respectively.

The interest rates structure of the MFIs is modestly higher than the formal banks is
due to compensate the higher risk they assume, but significantly lower than the rate
charged by the money lenders, who generally charge 60 to 180 percent (Emana,
2005). The MFlIs interest rate vary from institution to institution but generally range
from 10% to 24% in the case of lending and from 3% to 8% in the case of saving
deposit ( Zigiju, 2008). Those MFIs owned by the regional governments also tend to
have a lower lending rates and interest margin than those whose share is dominantly
held by individuals (Teka and Mengesha, 2006).

Interest rate on OMFI loans; as reported by the respondents, were less than the
interest rate charged by money lenders. Concerning the interest rate of loan from
OMFI 55.6% ,and 29.8% of the respondents said that it is high and very high,
respectively and the remaining 14.5% said it is fair. Therefore, from the above data,
the majority of the respondents confirmed that the interest rate of OMFI loan is not
fair and it needs to be adjusted, lowered by the institution (Table 4.11).



Table 4.11 Loan and repayment status of the MSEs.

Job type of the enterprise*

Variable BP MWW  MsW El GVP FW  SW Overall
Sample size (n) 24 27 33 12 10 9 9 124
Credit received from sources other than OMFI (%6)

Yes - 14.8 242 200 - 66.7 - 16.4
No 100 85.2 75.8  80.0 100 33.3 100 836
Loan received from Other . 4625 6375 200 . 12500 15750
sources (meantSE) (144) 1101 ) (). 1118 .(5) 3617
Total loan taken from 17304 7798 2064 237 127296 1833 2500 61299
OMFI (meantSE) (25191) (8965) (218) (239) (441) (11849)

Interest rate of loan from OMFI (%)

very high 54.2 48.1 9.1 16.7 - 66.7 -

high 37.5 51.9 66.7  16.7 100 33.3 100

fair 8.3 - 24.2 66.7 - - -
Suitability of OMFI’s loan repayment period (%)

Convenient 100 25.9 75.8 91.7 80.0 33.3 100

Too short - 74.1 24.2 8.3 20.0 66.7 -
Status of current loan repayment (%)

fully paid back 50.0 7.4 51.5 100 - - -

repayment on schedule 41.7 66.7 48.5 0 80.0 100 100

repayment in arrears 8.3 25.9 .0 .0 20.0 - -

29.8
55.6
14.5

70.2
29.8

34.7
56.5
8.9

* BP = Block & Pre cast producer, MWW = Metal & Wood Work, MW = Mason Works, El
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary
Works

Source: Survey Data, 2011

In addition to high interest rate, 29.8% of the respondents were also complained that
OMFI’s loan repayment period is not convenient as it is too short for them while the
majority (70.2 %) of them agreed up on the suitability of the loan repayment period.
However regarding to the members’ opinion during the FGDs the current loan

repayment period, six month to two years, have to be extended to three years.

Similarly, it is expected that borrowers who found the repayment period is suitable
perform better. Hence suitability of the repayment period thereby contributes to

sustain the enterprises’ business if other influential factors like demand, input supply,
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adequacy of infrastructure facilities etc, are available. Accordingly, 56.5 % of the
respondents indicated that their enterprises were paying back the loan on the schedule
where as 34.7 % of them fully paid back their loan, and the remaining 8.9 % were at

the status of repayment on arrears.

4.4 Information on the Livelihood of the respondents

4.4.1 Access to education and medical services

As presented in Table 4.12, the respondents have given the information regarding the
access to education, medication and other facilities in the pre and post MSEs
membership periods. Respondents of the sampled enterprises that makeup the
majority (70.9%) reported as if they did not see any changes in their access to
education after joining MSEs. Whereas members of the respective MSEs who said
that the access to education was decreased after joining the MSEs make up about 17.5
%. The access to education becomes increased among the members of enterprises that
nearly counted as 12%. Table 4.12 clearly shows that the increase in access to
education among the members of the MSEs were attributed to metal and wood works,
masonry work, and gravel production sectors where their percentage figures are
8.7%, 37.5 %, and 25%, respectively. In most of the enterprises and work sectors, the
access to education in the aftermath of MSEs joining was remained the same by
significant majority with the exception of MSEs members that engaged in metal and

wood works.

Increase in access of the members in education after joining MSEs would not be a
direct nor an adequate indicator of improvement in livelihood of MSEs members and
their families. In the cases of decrease and staying the same access to education after
joining MSEs may have emanated from various exogenous factors such as age,
martial status, and level of education. As socio —demographic data of the respondents
show their mean age was lower; few of them got marriage and most of them were
TVET graduates. The hypothetical mean number of family members would not
exceed the average of 2. In such instances MSEs membership could result the
decrease in family access to education after joining MSEs might be in terms of the
lack of these TVET graduates to upgrade the level they had in pre-membership

period.



Information provided by the respondents with regarded to their sources of medical
expenses in the period forth 12 months before the survey time was also inquired. The
findings of the study revealed that there were six different possible sources of
expenses incurred for medication that explained by the respondents, nonetheless; the
overall percentage showed that only two of them weighted higher: selling household
assets (33.3%), and income from the enterprises (44.2%). Exceptionally enterprise

members of the sanitary works have not encountered any medical expenses.

Gravel producing enterprises’ members revealed a unique character that they never
sold their household assets for medication purposes that all expenses were covered by
income from their respective enterprises. The more the members covered their
expenses through income generated by the enterprises implies that the enterprises are
becoming the major source of income. On the other hand it also implies the
improvements in the livelihood of the MSEs members when compared with those
who selling household assets. Covering the medical expenses by income from the
enterprises also shows the enhanced capability of the members to afford expenses,

and secured themselves to over come uncertainties posed upon their livelihoods.

Information concerning the access of enterprises’ members and their respective family
members to medication was summarized in Table 4.12. As comparison of before and
after joining the enterprises, about 62% of the respondents indicate that their access to
health service was improved after joining the enterprises. Regarding the access of
medication, 24% of them was found for having no variations between pre and post
enterprise membership period and the rest 14 % witnessed that the reality of getting

no adequate access to medication in both periods.

All the enterprise members along with the seven work sectors revealed majority,
beyond 51%, with regard to the improvement in access to medication after becoming
enterprises members except the sanitary work sector respondents that accounted
nearly 44%. The comparative weight of responses between those enterprise members
who gained the access to medication in both times versus members that did not have
the access in both times shows that the haves take the lead from the have-nots by 10
% differences, i.e. 24% and 14% ,respectively. The result indicates significant
majority of the enterprise members, that is 86%, were able to get medical services

adequately also proved about the improvements of their access to medication. This
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shows that membership in enterprises is beneficial and contributes for the

improvement of health conditions.

Table 4. 12 Access to education and health service of the respondents before and after

joining MSEs
Job type of the enterprise*
Variable BP MWW MW El GVP FW SW Overall
Sample size (n) 24 27 33 12 10 9 9 124
Family access to education after joining MSEs (%0)
Increased - 8.7 34.8 - 25.0 - - 11.7
Decreased 4.5 56.5 - - - - 44.4 17.5
Remained the same 955 3438 652 100 75.0 100 55.6 70.9
Source of medical expense during the last 12 months (%o)
borrowed from friends/relatives - - - - - 10.0 - 1.9
Sold household assets 143 577 179 363 - 40.0 - 33.3
used from my saving - - - - - 25.0 - 4.9
used income from the enterprise 715 231 642 273 100 25.0 - 44.2
Incurred by other family members - 154 - 18.2 - - - 5.8
Shared with family members 14.3 3.8 179 182 - - - 9.9
Medical access before and after joining MSEs (%0)
Improved since | have joined the 77.3 640 51.7 66.7 600 66.7 444 62.1
enterprise
I could get medical services 182 240 241 333 200 333 222 24.1
adequately during both periods
I was unable to get adequate medical 4.5 12.0 24.1 - 20.0 - 33.3 13.8

services during both times

* BP = Block & Precast producer, MWW = Metal & Wood Work, MW = Mason Works, El
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary

Works

Source: Survey Data, 2011



4.4.2 Income and Household assets of respondents

The history of respondents in the prior enterprise membership period shows that the
majority (69%) of them used to earn income where as the rest (31%) of them did not
have. Respondents’ distribution of prior membership income earned on the basis of
different work sectors show that all the sanitary job sector workers used to earn
income. The rest enterprises members in all work sectors (made up the majority),
except one in the gravel production (40%), used to earn income before joining their
respective enterprise .The above data indicate that MSEs do not only incorporated the
unemployed but also the employed who earned low income from their own small
business and also from hired wages. This also implies members who earned income
prior to membership joined the respective enterprises to solve their financial scarcity

that hindered them to purchase production equipments’ and machineries.

The average amount of monthly income used to be earned by the individual enterprise
members who earned income prior to membership had the over all average of 620
birr. Enterprise members in work sectors of block and precast beam production, metal
and wood works, and masonry work have the mean monthly income beyond the
overall mean monthly income where as individuals in finishing works, electrical
installation, sanitary works, and gravel production used to earn a mean monthly
income of 608, 570, 468, and 288 birr, respectively which is below the overall mean
monthly income. The above, prior membership income earning data can demonstrate
that MSEs working sector included individuals who earned low income and led

subsistence life can improve their living standard by joining the sector.

Respondents were asked whether they have additional sources of income other than
their enterprises. As the result in Table 4.13 revealed that the number of individuals
that had and those did not have additional sources of income are nearly equal in
proportion, 51% and 49%, respectively. Based on the respective work sectors, those
members of the enterprises that showed up the majority with regard to having extra
sources of income were found in metal and wood works, masonry works, electrical
installation, and gravel production accounting 63%,57.6%, 83.3% and 60%,
respectively. Where as members of the enterprises in the work sectors of block and

precaste production, finishing works, and sanitary works held the percentage share of



the majority of respondents that did not have additional sources of income by having
71%, 66.7% and 89%, respectively.

Those enterprises’ members that manage to earn additional incomes were able to
generate the overall average monthly income of 329 birr. The distribution of extra
income earned per work sector basis show that individual members of enterprises that
were engaged in metal and wood works, masonry works, electric installation and
gravel production were managed to generate higher income as against the overall
average which were equal to 496, 379, 533, and 355 birr, respectively. Whereas 140,
144 and 39 birr were the lowest mean monthly additional income earned by the
enterprise members working in the sectors of block and precaste beam production,

finishing works and sanitary works.

The monthly income of members from their enterprises during the study period was
presented in Table 4.13 as an overall average income of birr 1070 which equated the
salary of beginner professional public servant’s monthly salary after tax is deducted.
Enterprise members in work sectors of block and precaste beam and finishing works
have a projected higher monthly income from their enterprises that equals to birr 1421
and 1400, respectively. These monthly incomes take the lead in comparison with the
other work sectors, since they exceed the overall mean monthly income by far.
Enterprises engaged in the metal and wood works were able to generate the mean
monthly income of 1089 birr which the proximate figure in relation to the overall
mean income of 1070 birr. The rest enterprise members that represent the work
sectors of masonry, electric installation, gravel production and sanitary works take the
share of lower income earners when compared with the overall mean monthly
income/salary received and the incomes are put in place respectively as 885, 908, 775
and 967 birr.

According to Table 4.13, an enterprise member who is engaged in working HCHDP
earns a mean monthly total income of 1399 birr. This income is the sum total of
income earned through the enterprises and additional incomes collected from working
outside the enterprises. The mean total income of enterprise members across different
work sectors showed the wider variation from the highest in the metal and wood
works (1585 birr) to the lowest mean monthly income (1006 birr) among the sanitary

workers. The highest mean monthly total incomes were observed among the work
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sectors of block and precaste producers (1560 birr), metal and wood works (1585
birr), electrical installation (1442 birr), and finishing works (1544 birr). The lowest
extreme mean total income observed were 1264, 1130, and 1006 birr that were
attributed to enterprise members engaged in masonry works, gravel production and
sanitary work, respectively. The parameter used here to distinguish the incomes
earned as higher and lower was 1399 birr that was the overall mean monthly income
collected per an individual MSE member.

Table 4.13 Income and Expense status of enterprise members

Job type of the enterprise*

Variable BP MWW MW El GVP  FW SW  Overall
Sample size (n) 24 27 33 12 10 9 9 124
Had income source prior to joining MSESs (%)

Yes 625 615 758 833 400 66.7 100 69.1

No 37.5 38.5 242  16.7 60.0 33.3 - 30.9
If yes amount of income per 650 756 645 570 288 608 468 620
month (mean£SE) Birr (85) (130) (123) (70) (13) (58) (3v) (48)
Additional income source other than enterprise (%)

Yes 29.2 63.0 576 833 60.0 33.3 111 50.8

No 70.8 37.0 424 16.7 400 66.7 88.9 49.2

Income from other sources 140 496 379 533 355 144 39 329
per month (mean£SE) Birr 47) (109) (81) (128) (1120 (720 (39 (39)
Income from the enterprise 1421 1089 885 908 775 1400 967 1070

/month (meanzSE) Birr (107)  (58) (67)  (69) 55 (29 (44 (37)
Total income/month 1560 1585 1264 1442 1130 1544 1006 1399
(mean £SE) Birr (89) 97) (96) (153) (98) (78)  (43) (44)
Total living expense per 1290 1347 1008 1382 879 1004 1141 1172
month (Mean £ SE) Birr (51) (129) (53) (123) (53) (55) (59) (38)

Income from the enterprise in relation to

covering living expense (%)
Adequately cover expenses - 8.3 - 16.7 - - - 3.3
Barely cover expenses 79.2 41.7 152  16.7 - 100 100 44.6
Too little/ insufficient to

20.8 50 848 66.6 100 - - 52.1
cover expenses

* BP = Block & Pre cast producer, MWW = Metal & Wood Work, MW = Mason Works,
El = Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary Works
Source: Survey Data, 2011



Similarly, the amount of total living expenses made by all the MSEs members on
monthly basis is computed as the mean total of 1172 birr. The mean total living
expense of enterprise members across the work sectors was found to be unequally
distributed. The highest, sector-wise, mean total monthly living expense of enterprise
members was observed among the electric installation workers which is equal to 1382
birr where as the lowest most average total monthly living expense was observed to

the enterprise members in the gravel production sector with the amount of 879 birr.

The last income-related issue discussed under Table 4.13 was concerned about the
adequacy of income generated through the enterprises and from other sources visa vis
the living expenses covered. However, the overall percentage figure (52.1%) showed
that income gained from the enterprises was regarded as too little to cover the living
expenses. The overall percentage figure presented on the table for the income that
barely covered expenses was about 44.6%. The overall figure for respondents’
opinion that justified about the adequacy of the enterprises” members income with

regard to covering the living expenses accounted only 3.3%.

Despite being insignificant, enterprise members in only two work sectors, metal and
wood works (8.3%),and electric installation (16.7%) proved optimistic coverage of
expenses by the enterprise income. All gravel producers (100%), 84.8% of mason
workers, 66.6% of electric installation workers, and 20.8% of the block and precaste
beam producers had reported that their expenses were some how covered but not

adequately.

According to Table4.14, the trend of change in income of respondents was observed
and the results show that 60(48%) respondents reported decrease in income; 15
respondents (12.2%) reported about the income being remained the same and 49
(39.8%) of the respondents have reported about the increase in income during the last
12 months as of the survey period. Hence various factors were held responsible about
the changes in income among the respondents.

Accordingly, the survey extracts; the reasons for income reduction were
products/services low selling price, shortage of fabricated construction
materials/inputs, the unavailability of contractual jobs as required, high cost of inputs,

and lack of availability of part time jobs were the main reasons that were frequently



provided and agreed by the majority of the respondents. The frequently given reasons

and agreed by more than half of the respondents with in the group of valid responses

for the increment of income were: good access to market, good market price, timely

accomplishment of contractual jobs, the all time attendance of work, and availability

of contractual jobs as required.

Table 14 Trend of income of MSEs members during the last 12 months

No of
Trend of income during the last 12 months respondents %
Decreased 60 48.0
Stayed the same 15 12.2
Increased 49 39.8

Level of agreement

Strongly Strongly
Reasons for income reduction (%) agreed Agreed Disagree disagreed
Health problem 0 5.3 33.3 61.4
Low market price 20.3 475 22 10.2
Shortage of input 45.8 32.2 16.9 5.1
Delay in completion of job as per agreement 16.9 16.9 27.1 39
Unavailability of contractual job as required 52.5 30.5 11.9 5.1
High cost of input 29.8 31.6 19.3 19.3
Unavailability of part time jobs 23.6 25.5 10.9 40
Reasons for increment of income (%)
Good access to market 24.5 38.8 22.4 14.3
Good market price 14.3 67.3 8.2 10.2
Sufficiency of production materials 16.3 30.6 32.7 20.4
Timely accomplishment of contractual jobs 57.1 32.7 4.1 6.1
No absenteeism 57.1 36.7 0 6.1
Availability of part time job 18.4 20.4 32.7 28.6
Availability of contractual job as required 42.9 20.4 22.4 14.3
Affordable cost of input 4.1 28.6 38.8 28.6

Source; Survey Data,2011

An increase in the value of durable assets purchased for the household, the oneself,

and/or the enterprise is regarded as a potentially strong indicator of the impact of

microfinance interventions on MSEs members. The increased vale of durable assets



serves as indicator of an increase in the households’ asset base, which can be used as

a proxy measure of the households’ wealth level.

In Table 4.15 below, issues related to the acquisition of various household items
before and after joining the enterprises, are summarized and results presented. As
presented in the table, a number of the respondents have one or more of the household
assets listed before joining the enterprises. In this regard, some of the items acquired
by most respondents include bed, chair, tape, bicycle, carpet, and mobile phone with
percentage of respondents 84, 70.3, 53, 50.5, 46.3 and 30.3, respectively. Among the
listed household items which were not properties of most respondents include motor
bike, DVD, Television, refrigerator, kitchen cabinet, sofa, cupboard, and electric

stove/oven.

Table 4.15 Household items acquired by MSEs members before and after joining the

Enterprises and estimated values of the items at the time of acquisition.

Time of acquisition

Before joining the After joining the Estimated
enterprise enterprise value (Birr)
No. of No. of

Household item respondents % respondents % (mean £ SE)
Furniture 78 70.3 33 29.7 575 (21)
Tape 61 53.0 54 47.0 628 (30)
DVD player 12 114 93 88.6 625 (18)
TV 15 14.2 91 85.8 1781 (57)

Photo camera 6 46.2 7 53.8 1169 (242)
Mobile phone 37 30.3 85 69.7 759 (32)
Bed 89 84.0 17 16.0 746 (49)
Electric Stove/oven 7 29.2 17 70.8 310 (60)

Sofa 9 19.1 38 80.9 2259 (153)
Bicycle 54 50.5 53 49.5 1083 (29)

Motorbike - - 2 100 7900

Jewelry 15 50.0 15 50.0 1473 (108)

Refrigerator 2 125 14 87.5 3550 (230)
Cupboard 7 13.7 44 86.3 1179 (79)
Kitchen cabinet 4 13.8 25 86.2 476 (31)
Carpet 19 46.3 22 53.7 336 (29)




When we see the type and frequency of household items acquisition after joining the
enterprises a significant number of them reported new acquisition. In this respect,
among the respondents, 88.6%, 87.5%, 86.3%, 86.2%%, and 85.8% of them gave
their consent for acquiring DVD, refrigerator, cupboard, kitchen cabinet and
television, respectively after being members of the MSEs. In addition, a considerable
number of respondents have acquired sofa, electric stove/oven, jewelry, bicycle and
carpet after joining the MSEs. The other more remarkable acquisition of assets
include two members have purchased new motor bikes, 85 of them were able to
purchase and use mobile phones, and seven of them were able to buy photo camera.
Hence, from the above data, on acquisition of household assets one can infer that the

livelihood of their respective households have shown progress after joining the MSEs.

4.4.3 Housing Situations and Household Consumption MSEs’ members
It was found that housing ownership is the most important productive asset of the
urban poor that cushions households against sever poverty; moreover, it can be used

for collateral purpose as a source of future investment.

The first important piece of information is about the ownership of the dwellings
where respondents and their household members currently reside. Regarding to the
ownership of dwellings, 12.9 % of the respondents confirmed that they live in their
own houses whereas 87.1% of them do not have their own dwellings and use rental as

well as free house of their families and relatives.

Similarly those who owned their houses are members of metal and wood works,
masonry works, and finishing works enterprises accounted 33.3% (for each the first
two job sectors), and 7.4% for finishing work job sectors, respectively. Concerning
the issues of cooking energy sources of the households, it was found that the
consumption of firewood, charcoal, and kerosene among the respondents’ had nearly
equal proportional share where their values are figured as 31.2%, 36.3%, and 30.4%,

respectively.



Table 4.16 Living House condition of the respondents

Job type of the enterprises

Variable BP MWW MW El GVP FW SW  Overall
Sample Size (n) 24 27 33 12 10 9 9 124
House ownership
Yes - 7.4 333 - - 333 - 12.9
No 100 92.6 66.7 100 100 66.7 100 87.1
Total value of house in birr 58000 69455 29000 60438
©) G (@92 () ©) Q) () (4498)
Time of ownership
After membership - 100 100 - - 100 - 100
Type of acquisition
self built - - 81.8 - - 100 - 75
purchased - 100 18.2 - - - - 25
Accommodation type
With parents/relatives 8.3 8 9.1 - 20 - - 7.4
Rented house 91.7 92 90.9 100 80 100 100 92.6
House rent per month 319 296 241 308 250 277 256 283
-26 -22 -18 -29 ) -10 -15 -9

* BP = Block & Pre cast producer, MWW = Metal & Wood Work, MW = Mason Works, El
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary
Works

The overall figure for electric power consumption as a source of domestic cooking
energy was only 2.1%. This implies that electrical power is not the affordable source
of cooking energy, besides; electrical cooking equipments are not also affordable by
the incomes earned by most of the enterprise members. Furthermore, it is also the
direct implication of house ownership that is only 12.9% of the respondents had their
own house; it would be unlikely to consume electrical power for cooking purposes in
houses rented from individuals.

The source of drinking water among all the households was piped water. This shows
that all the enterprise members have had the access to safe and clean water supplies.
That would contribute to the betterment of their health conditions since the

respondents’ households are located in the urbanities of Hawassa City and have



greater sanitary needs that to be fulfilled. The data presented in Table 4.17, regarding
proteinated food, shows that the access to consuming it is improved after joining the
respective enterprises as the overall figure (78.2%) shows. The remaining 21.8% of
the respondents argued that the access to consuming proteinated food was better
before joining the respective enterprises than the post membership period. The
proportion of respondents’ found favoring the pre—enterprise membership periods’
access to protein-rich diets being better was the fact that revealed no improvement in
the livelihood of the respondents and members of their families. Most likely, the
betterment of prior access to proteinated diets than today was resulted from external
factors influencing the trend of consumption rather than the lower income earned

through the enterprises.

Table 4.17 Household Consumption

Job type of the enterprise*

Variable BP MWW MW  EIl  GVP  FW  SW  Overall
Sample size (n) 24 27 33 12 10 9 9 124
Household Cooking Energy Source
Firewood 315 292 381 2738 0 33.3 333 312
Charcoal 29.6 396 476 27.8 16.7 333 333 363
Kerosene 35.2 31.3 95 444 833 333 333 304
Electric Power 3.7 - 4.8 - - - - 2.1
Source of Drinking Water
Piped water 100 100 100 100 100 100 100 100
Access to Protein diets
Better before joining the enterprise 25 136 364 50 - - - 21.8
Improved after joining the 75 86.4 63.6 50 100 100 100 78.3
enterprise
Reason for protein diets improvement
or not
Improved due to income increase 81.8 100 65.5 66.7 100 100 100 84.8
Not improved due to income 18.2 - 345 335 - - - 15.2

insufficiency and high cost of living

* BP = Block & Pre cast producer, MWW = Metal & Wood Work, MW = Mason Works, El
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary
Works

Source: Survey Data; 2011



4.4.4 Saving practice of the respondents

Microfinance credit facility coupled with saving services is of much help in
smoothing the income and consumption pattern of the respondents’ household. Hence
from Table 4.18 below we can have the following results. 62.1% of the members of
the enterprises confirm as they did not have saving practice prior to membership of
MSEs, and only 37.9% replied as they have saving practice before joining the
respective enterprises. From the table below, 80.6% of members of the enterprises are
saving currently and the remaining 19.4% replied as they did not save. The result
shows that members of the enterprises have better status in saving currently. When we
see the current status of saving in relation to their saving prior to membership,
significant change is observed based on the findings, since the saving of members of
the enterprises prior to membership is only 37.9%. This shows that bringing them
under the umbrella of MSEs definitely improves their saving status. Hence here we
can infer as saving is better after joining the enterprises.

Table 4.18a Respondents’ Status of Saving

Job type of the enterprise*

Variable BP MWW MW  El  GVP FW  SW  Overall
Sample size (n) 24 27 33 12 10 9 9 124
Prior membership saving

Yes 20.8 741 455 417 20 - - 37.9

No 79.2 259 545 583 80 100 100 621
Amount of monthly Saving 166 82 223 104 50 137
(MeanzSE) Gy @ ¢ © 6 O O Q9
Status of Current saving

Yes 958 852 727 833 20 100 100 80.6

No 4.2 148 273 16.7 80 - - 194
Amount of monthly saving 223 183 175 137 100 97 86 168
(Mean+SE) (15 13 @) @ o  © 6 9
Source of current Saving

Income from the enterprise 826 8.2 517 833 100 100 100 79.1

Borrowed from friends - - 25.8 - - - - 7.0

Income other than the enterprise 174 148 226 16.7 - - - 13.9

* BP = Block & Pre cast producer, MWW = Metal & Wood Work, MW = Mason Works, El
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary

Works
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Similarly, 79% of the respondents’ reported that the sources of saving come from the
income received from the enterprises, and the remaining sources of saving are income
from other than the enterprises which accounts 13.9%. Hence the majority of saving is
coming from the income received from the enterprises. This fact clearly shows that
the members improve their saving status because of membership to the enterprise.
Thus the majority of the respondents confirmed that the source of their saving is the

income gained from the enterprises.

The amount of the over all mean savings of members prior to joining the enterprises
was birr 137. The survey data also revealed variations on amount of saving among
job sectors of the enterprises. Accordingly, the maximum average saving amount was
birr 223 and the minimum was birr 82 by the members of masonry works, and metal
and wood work enterprises, respectively. The trend of saving prior to joining the
MSEs is possibly practiced by those who were employed and earned income.
Moreover the saving trend was practiced with in the five job sectors enterprises’
members. However, respondents who are the members of finishing, and sanitary

works enterprises did not have the practice of saving before joining the MSEs

With regard to the place of saving, 39.3% of the respondents save in the commercial
bank. The remaining 23.1%, 20.8%, and 9.9% of the respondents are saving their
money at OMFI saving account, at equb and in the form of household assets,
respectively. Those who are saving at home and in other institutions are insignificant.
Hence the majority of the saving took place in the commercial bank. Next to the
commercial bank, OMFI and equb play a significant role. To encourage investments
in the region as well as in the study area the commercial banks and OMFI should be

the first options to saving for enterprise members.

Data were also collected regarding the reasons why members of MSEs are saving.
Accordingly, 38.1%, 31%, and 11.3% of the respondents are saving for the purpose of
the time of uncertainties, to undertake a new business, and to purchase fixed assets,

respectively. But the remaining reasons for saving are insignificant.



Table 4.18b Respondents’ Status of Saving

Job type of the enterpriset

Variable BP MWW MW  EIl  GVP FW  SW  Overall
Sample size (n) 24 27 33 12 10 9 9 124
Place of Saving
At OMFI saving account 6.4 333 180 - - 250 100 231
Equb 12.9 14.8 30.7 28.6 - 25.0 - 20.8
At home - - 7.7 - - - - 2.3
In the form of household 6.4 111 128 - - 25.0 - 9.9
assets
In the formal bank 48.4 40.7 308 714 - 25.0 - 39.3
In other saving 12.9 - - - 100 - - 4.6
institutions

Reasons for Saving

For loan repayment 10.2 - 5.4 - - 20.0 - 6.3
To undertake a new busines  28.8 476 273 318 - 20.0 333 310
For safety purpose(from the - - 145 91 - - - 4.2
and loss)

For old age use - 4.8 3.7 - - - - 1.7
For ceremonial purpose - - - - 50.0 - 333 46
To earn interest - - 18 - - 10.0 - 1.7
To purchase fixed asset 22.0 - 73 182 - 20.0 - 11.3
To purchase basic - 2.4 - 9.1 - - - 1.2

consumption items
For the time of uncertainty  39.0 452 400 318 500 300 333 381

* BP = Block & Precast producer, MWW = Metal & Wood Work, MW = Mason Works, El
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary
Works

4.5 Information on the stakeholders’ participation

4.5.1 Omo Microfinance Institution

Concerning the process of credit receiving from OMPFI, respondents gave their
opinion. With regard to this, 73.4% of them confirmed that the process to get loan
from OMFI was not easy while the remaining 26.6 % replied that the process was

easy. Hence, it is possible to say that there is gap on OMFI’s credit provision process.



Respondents were also asked about the reasons that hindered simple process of credit
provision by the institution. Accordingly, 29.7% and 28.6% of the respondents replied
that complicated loan receiving process and longevity of the time to get loan were the
main problems, respectively. The remaining 22.3% and 19.4% of the respondents
confirmed that high interest rate and high insurance guarantee were the other
problems to get loan, respectively. To make the members of MSEs active participants
in the development process of the country, services in relation to loan provision have

to be improved. However, based on the above information, it is possible to observe

that there is delay in loan provision process of the institution.

Table 4.19a Information on Stakeholders’ Participation: OMFI

Job type of the enterprise

Variables BP MWW MW El GVP FW  SW Overall
Sample size (n) 24 27 33 12 10 9 9 124
Simple Credit provision by OMFI
Yes 20.8 22.2 18.2 66.7 80 - - 26.6
No 79.2 77.8 81.8 333 20 100 100 73.4
If the process is not easy: the problems
Complicated loan
receiving process 34.9 32.4 23.1 33.3 - 25.0 333 29.7
High interest rate 27.9 44,1 15.4 - - 25.0 - 22.3
High insurance
guarantee 11.6 14.7 20.5 66.7 - 125 333 194
Longevity to get loan 25.6 8.8 41.0 - 100 375 333 28.6
Trend of follow up for loan repayment
Very strict - - 18.6 - 80.0 - 33.3 14.8
Strict 70.9 56.0 37.0 - - 33.3 33.3 43.5
Liaizesfaire 20.8 36.0 44.4 100 20.0 66.7 33.3 38.0
No follow up 8.3 8.0 - - - - - 3.7

* BP = Block & Pre cast producer, MWW = Metal & Wood Work, MW = Mason Works, El
= Electric Installation, GVP = Gravel Producer, FW = Finishing Works, SW = Sanitary

Works

Concerning the follow- up process of OMFI, 43.5% and 38% of the respondents

reported that the trend of the institution’s follow-up about loan repayment is strict,



and Liaizesfaire, respectively. The rest 14.8% and 3.7% of the respondents replied as
the trend is very strict, and no follow-up, respectively. Generally, based on the above
response, it is possible to say that the trend of follow-up for loan repayment is in a

better position.

Similarly the main feedbacks given by the respondents for OMFI branch/sub-branch
offices include interest rate reduction, efficient service delivery, provision of non-
financial services and increase in loan ceiling which are crucial for OMFI to expand
its services and satisfy its clients. Hence, based on the findings, the institution should
have to give due attention to the area of interest rate reduction and increase in loan
ceiling to be competent in the market. Moreover, the institution has also other options
like providing non-financial services along with improving the service delivery.
Participants in the FGDs also gave high emphasis about the institution’s interest rate

reduction and increase in loan ceiling.

Regarding to service delivery, the provision of training on BDSs for MSEs is
unquestionable as the main option to expand its horizon. Therefore, OMFI should
give better attention to its service provision to be competent enough to improve the
efficiency of MSEs and to achieve its main objective which is reducing the level of

poverty in the study area particularly and in the region generally.

4.5.2 Hawassa City Housing Development Project Office

As far as the relation of MSEs with HCHDPO (major client) concerned, 87.9% of the
respondents confirmed that they were facing working problems with HCHDPO.
Though one of the objectives of HCHDPO establishment is creating job opportunities
for unemployed citizens especially for the working poor but in practice problems are
observed according to the findings of the study. According to the data (from table
4.19) , 22.3%, 21.4%, and 18.9% of the respondents mentioned that inadequacy of
supply of raw materials, payment delay, and the problem of fixed price, respectively,
are the main challenges of the enterprises’ while they are working with HCHDPO.
Similarly, in relation to the working environment of HCHDPO, 11.9% and 7.3% of
the members of the enterprises confirmed that work delay and extended contract time,
respectively are the other problems. Based on the findings, though the degree varies,

there are many problems with in the regional as well as the city HDPO like



inadequacy of supply of construction materials, payment delay, and the problem of
fixed price. However, to make the enterprises more productive and sustain their

development such problems (mentioned above) in HDPOs should have to be solved.

Moreover, the trend of negotiation of HCHDPO with the enterprises had some
problems. Concerning to this, 51.6% and 31.5% of the respondents confirmed that as
HCHDPO is not voluntary and liberal, respectively. In terms of negotiation with
them 12.1% of the members of the enterprises also replied as the project office is
voluntary to negotiate with the enterprises. Hence, based on the above fact, it is
possible to say as there is some gap on the side of housing development project office
to negotiate with members of the enterprises to find solutions to the existing

problems.

Table 4.19b Information on Stakeholders’ Participation: HCHDPO

Job type of the enterprise*

Variable BP MWW MW EIl GVP FW SW  Overall
Sample size (n) 24 27 33 12 10 9 9 124
Working problems with HCHDPO
Yes 91.7 81.5 81.8 833 100 100 100 87.9
No 8.3 18.5 18.2 16.7 - - - 12.1
If yes, types of problems
High cost of raw materials 3.5 15.9 - - - 6.1 - 4.9
Extra contract time 10.4 - 194 - - 6.1 - 7.3
Work quality variations 2.3 - 45 129 - - - 2.7
Work delay 175 13.0 17.9 - - 9.1 - 11.9
Inadequacy of supervision 9.3 2.9 75 6.5 - - 7.7 5.8
Problems related to 1.2 5.8 7.5 19.3 - - - 4.9
drawings and
specifications
Payment delay 16.3 23.2 105 29.0 563 242 269 21.4
Inadequacy of supply of 24.4 14.5 254 258 - 27.3 30.8 22.3
raw materials
Fixed price problem 15.1 24.6 7.5 6.5 438 273 346 18.9

* BP = Block & Pre cast producer, MWW = Metal & Wood Work, MW = Mason Works, EIl
= Electric Installation, GVP = Gravel Producers, FW = Finishing Works, SW = Sanitary

Works
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With regard to the problems of the foremen and site engineers, 58.9% of the
respondents confirmed as there were no problems with engineers on site while the
remaining 41.1% replied as there are problems with site engineers on site work. It is
assumed that site engineers and foremen were assigned onsite to support and build the
capacity of members of the enterprises. But the findings revealed are unsatisfactory
concerning the role of site engineers and foremen. Hence the project office must see
this gap and take corrective measures to solve the above problems and to make the
enterprises more productive, create more jobs for the unemployed and sustain their

businesses competitive to the external market.

Based on the above table, 33.3%, and 23.5% of members of the enterprises replied
lack of cooperation and work quality, respectively are the main problems of
HCHDPO facing MSEs in relation to site engineers and foremen. The remaining
17.6% and 13.7% of members of the enterprises confirm as unfair distribution of
contractual work, and payment delay, respectively are the other problems which are
facing members of the enterprises on site. Hence site engineers have some problems
in terms of cooperation with members of the enterprises. This lack of cooperation on
the side of site engineers could have negative impact on the general performance of

them.

As far as the services of HCHDPO are concerned, members of the FGDs suggested
the following important points from higher degree to lowest to improve the
performance of the project which in turn help members of the enterprises to be more

productive and sustain their development:

e Improve service delivery, continuous follow-up and take corrective measures
upon the problems that appeared on site

e Strengthen their support to fill the skills gap on the members of MSEs

e Timely supply of construction materials ( local and fabricated)

e Facilitate external jobs in addition to the project office

e Facilitate the access of MSEs members to buy condominium houses.

Generally, when we see the performance of the enterprises’ members, it is below the
expected level and for this poor performance of the enterprises there are some

problems. The problems have two dimensions, the first one emanates from the
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enterprises’ themselves and the other problem is from the housing development

project office.



Chapter Five

5. Summary of Findings, Conclusion and Recommendations

5.1 Summary of Findings

The analysis of the study focused on the impact of Microfinance and supporting
institutions interventions on the livelihood of the economically active urban poor
through the participation of MSE members in the housing development project. The
results showed that part of the participants were able to improve the livelihood of
themselves and their family members. Coming across different literatures, the
working definition of livelihood throughout the study include :- income, household
asset ownership, savings, improved housing condition, sanitation, education and
healthcare as well as employment generation. Therefore, the impact analysis was
undertaken by the retrospective look at the general characteristics of the study
participants, information about the enterprises operational status, the interaction of the
enterprise members with their client and supportive stakeholders, the changes brought
into the livelihood of the members and their households and also the sustainability of

the enterprises.

As the results of the study showed that almost all the respondents were found to be at
their productive ages and also nearly half of (45.1%) them were joining the
enterprises as the way out to employment creation and earning income by engaging in
various skill based jobs that related to construction works. IHDP is one of the
programs that put to much of the attention on the MSEs by the government that
proves the equal access given to both women and men. However, female participants
in HCHDP through the respective enterprises, in varying work sectors, were found to
be only one-third of the total which is an indication of representation. Encouraging
participation of females in the construction job sectors was observed. With regard to
the marital status ,the single members are nearly equal to the married ones. Education
is also found to have its role with regard to increasing participation in the sector. The
majority (55.7%) of the respondents were graduates of TVET. Similarly, the overall
mean number of dependents per household was two, with the maximum of four

persons and with the minimum of one person.



Though majority (51.6%) of the enterprise members used to have prior job, the OMFI
saving and credit scheme integrated with the HCHDP had served as a job opportunity
for nearly half (45%) of them who would utilized the existing job opportunity. Where
as the remaining individuals were self-employed and work for private organizations
on wage basis. In addition, the desire to involve in the MSEs came from different
reasons. Majority of the participants that had prior work experience involved in the
MSEs, as it was confirmed in the FGDs, due to the reasons of seeking working capital
provided. The remaining members were gathered into association of the MSEs
catalyzed by the prevailing fact of being unemployed and skills acquired during
attending the TEVT.

Accordingly almost all (96%) the enterprise members were present since the
establishment and were founder members of the respective enterprises. Collectively
one enterprise hosts more than eight individuals. However, less than half of (41.1%)
the respondents had the fear of job insecurity or the doubt regarding the continuation
of their jobs in the HCHDP. This fear emanated from a wide range of reasons,
amongst them; irregularity in the supply of inputs (construction materials) was found
to be the significantly outweighed reason (52.9%) where as some members associated
their fear with the malfunctioning of the production equipments (9.8%) and the doubt
in the continuity of the project (37.3%) since most of the enterprises relied on as their
sole client the HCHDP work.

Although they did not have clients from the external market that may overshadow the
sustainability of the enterprises by their own (with out the support of the concerned
stake- holders), let alone graduating into Cooperatives’/PLCs, according to the
objectives of MSEs development sector policy. Beside it would be difficult to the
enterprises after completing the transition period (two years since the enterprise
establishment) to graduate into cooperative/share Company where the enterprise

members are holding the vision of working privately (33.1%) in the future.

The insufficient infrastructure facilities (61.9%) had become the main constraints
which hinder the enterprises effective performance and entangled their future
development. The operation of MSEs also become less satisfactory due to the
limitations in the support of concerned stakeholders and the shortage of construction

materials or inputs for production or services to be rendered .In relation to the
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problems at the start-up time of the enterprises: credit availability, market problems
and working site (60%) were the significant ones. Problems related to price variations
of production materials, labor and product/service selling price (50.5%) and working
capital scarcity plus insufficient market (22.9%) are problems that affecting the

enterprises currently.

With regarded to issues related to finance, very significant number of the enterprises
(94.3%) were found to have an established accounting and internal audit systems. The
start- up capital of the enterprises was also found to be higher among some of the
enterprises engaged in construction materials production that purchased machineries
and various inputs , whereas the service providing enterprises have had less start- up
capital borrowed from OMFI . Most of the enterprise members witnessed as if they do
not get proportional profit when compared with the actual values of the products i.e
the labor they exerted to produce goods or services is not remunerated appropriately
in such a ways they would be facing difficulties to repay the loan they borrowed. It
would also become hard to speak the impact of MF while 90% of the enterprises were
not still profitable. This is one of the indicators that revealed the difficulty of

competence and the threat to sustainable operation of the enterprises.

The findings concerning the loan received showed that enterprises borrowed a
maximum of 173042 birr and a total amount of loan equal to 61299 birr on average
per job sector basis/enterprise. Few of the enterprises (16.4%) were found to have
additional lending partner other than OMFI. The fact that none of the enterprises
members denied was the case of the interest rate. As to this end, all of them agreed
that the interest rate is higher and they suggested the need for adjusting the interest

rate paid by them.

Microfinance has an encouraging impact with regard to improving the access to
education (11.7%) and medication (64.1%) of both the members of MSEs and their
respective households but the improvement in access to medication outweighed the
access to education. Although the majority (44.2%) of the expenses associated with
the mentioned facilities were found to be covered by the income earned from the
enterprises. The amount of monthly income earned varied across the different work
sectors as well as additional income source, and profitability of the enterprise itself.

The enterprises’ members get also an average monthly income of 1399 Birr that can
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have the potential of sustaining the lives of two individuals: one the income earner
and the other the dependent. Looking at the income earned before and after joining
the MSEs, it shows very incomparable differences as of most of the previous income
earners have shown progressive income increment so does the members who got

employed after their participation in HCHDP work .

One of the objectives of the study was identifying the challenges that MSEs members
and MSEs encounter during their involvement in HCHDP work, in this regard the
study results found that the challenges were multi- dimensional and emanated from
different sources. The identification of the problems is found to be crucial because
they affected the change in livelihood of MSEs member negatively by exerting direct
influence with regard to income increement. Some of the problems emanated from the
external sources are the market price variation, problems related to stakeholders’
support, shortage of inputs, inadequacy of job opportunity, and cost of inputs.The
others were found internal and regarded as weaknesses of the MSEs or their own
members such as delay in completion of the required job or service as per the

contract, motivation and the like.

The difficulty of getting access to credit is found to be one of the major problems due
to the complication of the loan provision process, prolonged time it takes, high rate of
interest, and the request for guarantee, besides the trend of follow-up, was not
satisfactory. Furthermore, as of the results of the FGDs, the relationship that MSEs
have with their client office (HCHDP) was also found to be problematic due to the
inadequacy in the supply of construction materials delay, the prevailing fixed pricing
system, inadequacy of supervision, and problem related to drawing and specification
which all could be mentioned as weaknesses of the project office. Enterprises along
with their members also failed to accomplish their duty on time besides the variations
in quality of the products/services they produced/rendered. Neither the enterprise nor
the client office would be blamed for the high cost of construction materials that is

found to be one factor that makes the MSEs- HCHDPO relationship challenging.

The attempt at resolving the problems through negotiation did not bring any
satisfactory result due to the rigidity of the HCHDPO site foremen to compromise the
varying interests. The sum total of these problems put greater threat up on the

production and the productivity of the enterprises’ members, change in income and
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savings, and further improvement of those enterprises’ members and their respective
households. Despite all the problems encountered, participation in OMFI redit -
housing development project has opened up the opportunity for jobs which served as
the only source of income for many jobless individuals(45.1%) and become the
reason for creating additional source of income for the group of pre-membership low

income earners (53.2%).

There is greater comparative differences in the ability of the enterprises’ members to
acquire household item before and after project participation period. The results found
indicate that basic household utensils and properties needed for the sustenance of ones
life under ones shelter were acquired by majority of enterprise members. The
propensity to spend income for non-basic or luxuries items has shown very significant
improvement among most of the enterprises members. Few enterprise members
managed to own houses; the results on the acquisition of home show that all the
houses were acquired during the post participation period. The amount of income
spent/month (1172 birr) by the enterprise members for domestic consumption has
shown tremendous increase. The propensity to consume protein —rich diets has also

shown improvement in the post MSEs membership period.

After all booms in consumptions and expenditures of the MSEs members, the practice
to save money has never decreased. Most of (80.6%) the enterprise members were
found to have the practice of saving. The trend of saving both in terms of the practice
and the amount to be saved has shown increased compared to prior membership for
those who had saving (from birr 137 to birr 168). This implies that the MSEs
members have become better off and more secured after being clients of OMFI and
engaged in the HCHDP work.

The review of income, saving, consumption, and expenditure of the MSEs members
all show positive effect. The frustration emanated from the problems encountered and
the gaps between expectation and attainments becoming unsatisfactory among most of
the enterprise members but the impact of participation in IHDP work through MSEs
has vividly resulted in wider improvement of the livelihood of participants and their
house hold members; however, the gaps call for intervention of the concerned body of

stakeholders .



In addition, the findings gained from key informants show that much is remaining
among the members of MSEs regarding the work ethics, their initiation as well as to
improve their profession. Moreover, some of the members did not work themselves
rather they hired daily laborers that in turn minimize the income of the members, and
they also have the tendency to get more income at the expense of others. The other
prominent problem in the eyes of key informants which resulted in low income is

wastage of construction materials due to lack of skills in the area of their jobs.

5.2 Conclusion

Both the quantitative and qualitative results of the study has shown an improvement
in the condition of the members following the receipt of OMF credit and involved
with in the umbrella of their respective MSEs. Generally, manifestation of positive
changes were observed in almost the majority of the impact indicators on livelihood
namely: access to health facilities, constant income generation, employment
generation household asset accumulation and savings (capital) whereas sustainability
of the enterprises, the ability of enterprises to stand alone without the support of other
stakeholders, the lack of initiative to pool resources together and committed to work
were found to be the areas that show limitations. Even if the efforts made by the
concerned stakeholders to solve the constraints were encouraging, due to lack of

continuous follow-up and support the observed results were not satisfactory.

The impact of MFI intervention with stakeholders’ support could best be recognized if
they have contribution in creating capacity to improve the well-being’s of the
members of MSEs. As microfinance and poverty alleviation debates on the impact of
Microfinancing, particularly on MSEs, attract the attention for further research.
Moreover income generating activities run by MSEs of the package program are more
sensitive to the government policy and their sustainable impact in the long run and
possibility of being transformed to cooperatives /partnerships seems to be limited by
the members skills, knowledge of business, lack of external market linkage,
inadequate feasibility studies, capital, limited follow-up and technical support from

the concerned stake- holders.

Based on the findings from the survey and the FGDs the growth and future expansion

of MSEs could be affected by the multifaceted problems which might hinder the



enterprises from achieving their objectives. Moreover, the constrains identified may

led to a situation where many MSEs may not to be sustainable in the long run.

Results from Key Informants interview implied that lack of work initiative,
commitment to solve their own problems, unity among themselves and
responsibilities for the enterprises production equipments and construction materials
(inputs) among the enterprises’ members was unsatisfactory. Finally, limited research
is done on the impact of micro finance on the livelihood of the beneficiaries’,
particularly the economically active urban poor, participated in MSEs on the package

program in the region as well as in the study area.

5.3 Recommendations

To insure sustainability in poverty reduction and transform to development, MFIs
should diversify or modify their products/services for MSEs development. To be
productive, delivery of such services/products should be designed in a cost effective
way by integrating the efforts of relevant private and governmental institutions those
who are stakeholders currently for MSEs sector development. Unless the required
participation of relevant stakeholders/institutions is practical, the long run
sustainability of MSEs supported (partially/fully) by MFIs can be hardly predictable.
The potential actors in providing non-financial support or business development
services in this issue can be: training and research institutions, governmental sector
offices, NGOs, and the like.

The problems concerning timely supply of construction materials and the required
amount of credit for MSEs are crucial and this may also require sensitization,
promotion and support by different government and private stakeholders, particularly
the Regional HDPO, MSEs development agency, HCHDPO, and HCA to enable the
enterprises sustainable in their future performance. For this reason, integrated as part
of a nation-wide strategy, the concerned government bodies and other stakeholders
should focused at minimizing the constraints and maximizing the benefits associated
with MSEs.

To solve the problems which are raised by key informants, to make the enterprises

more productive and to alleviate their problems, the continuous follow up and



technical support from the concerned government as well as private stakeholders is
crucial for the livelihood improvement and their enterprises’ sustainability. Thus
further critical studies and impact assessments should be conducted by OMFIs and

concerned stakeholders to identify problems and limitations of the MSEs.

- -80 -



References

Adeno Kidane (2007), Outreach and Sustainability of the Amhara Credit and Saving
Institution (ACSI) Ethiopia: MA Thesis, Norwegian University of Life.

Adil Yasin (2007). Challenges and Constraints of Micro and Small Enterprises in

Mekele ,Unpublished MA Thesis, Mekele Uneverisity.

Affrane, S. (2003), Impact Assessment of MF Interventions in Ghana and South
Africa: A Synthesis of Major Impacts and Lessons, Journal of MF, 4 (1).

Alehegn, E. (2007), Evaluating the Effects of Microfinance Service on Urban Poverty
Reduction: The Case of Arada Sub-city, Paper presented at the conference,
Ethiopian Economic Association: Addis Ababa.

Assefa Demissie (1997), A Comparative Analysis of the Development of Small
Scale Industries in Region 14 with other Regions, Department of Economics,
Addis Ababa University.

Barnes, C. (2001), Microfinance Program Clients and Impact: An Assessment of
Zambuko Trust, Zimbabwe, AIMS Paper, Management Systems International,
Washington, D.C.

Befikadu kereta(2007), Outreach and Financial Performance Analysis of
Microfinance Institutions in Ethiopia, African Economic Conference, Addis
Ababa.

Bureau of Trade and Industry (2009), Statistical Abstract Report of 2003/04 to
2007/08. Hawassa, SNNPRS.

Bureau of Trade, Industry and Urban Development (2006), Micro and Small
Enterprises Development Program, Hawassa: Brana Publishing Org.

(2007), Micro and Small Enterprises Development Program, Package of the
Construction Sector, Hawassa: Fekerselam Printing House.
Bynner, J. (2006), ‘Cross-Sectional Survey’, in Jupp, V., The Sage Dictionary of
Social Research Methods, London: SAGE Publications, Inc.

CGAP (2010), Consultative Group to Assist the Poor, Retrieved from
http://www.cgap.org

Chalachew Tolessa (2006), Impacts of Microfinance on the Livelihood of Households,
Unpublished MA Thesis, Addis Ababa University.


http://www.cgap.org/

Creswell, J. W. (2008), ‘Mixed Methods Research’, in Given, L. M. (ed.)The Sage
Encyclopedia of Qualitative Research Methods: Volumes 1 & 2, London: SAGE
Publications, Inc.

CSA (2010), The National Census Report of 2007, CSA, Addis Ababa.

Daba Moti (2003), The Impact of Micro Financing in Poverty Reduction: A Case
Study of Oromia Credit and Saving Share Company, Unpublished MA Thesis,
Addis Ababa University.

Federal Democratic Republic of Ethiopia (1996), Licensing and Supervision of
Microfinance Institutions, (Proclamation No. 40/96), Addis Ababa: Birhanina
Selam Printing Press.

Getaneh Gobezie (2007), Impact Assessment of the Microfinance Program in Amhara
Region of Ethiopia, International Conference on Rural Finance Research,
FAO, Rome.

Hallberg, H.(2000). A market Oriented Strategy for Small and Medium Scale
Enterprises, Washington DC: World Bank.

HCA (2010), Socio-Economic Profile of the Hawassa City, Finance and Economic
Development Department, Hawassa.

Hawassa City MSEs Development Office (2010), The Assessment Report of Micro
and Small Enterprises in Hawassa (2006-2009), Hawassa, Ethiopia.

HCHDPO (2011), Enterprises and their Respective members, Quarterly Report, MSEs
Support Provison Department, Hawassa.

Jemal Abafita (2003), Microfinance and Loan Repayment Performance: A Case Study
of the Oromia Credit and Savings Share Company in Kuyu, Unpublished MA
Thesis, Addis Ababa University.

Johnson, S. and Rogally (1997), Microfinance and Poverty Reduction, Oxfam (UK and
Ireland) and Action Aid.

Kassahun Taffese (2010), Evaluation of Financial and Operational Performance: A
Case Study of Dedebit Credit and Saving Institution, Thesis, Mekele
University.

Khandker, S.R. (2003), Microfinance and Poverty Evidence Using Panel Data from
Bangladesh, World Bank Policy Research Working Paper.

Letenah Ejigu (2009), Performance Analysis of a Sample Microfinance Institution of

Ethiopia, Panjab University, India.



Mesafint Alemayehu (2008), The Ethiopian Integrated Housing Development
Program and the Capacity of the Domestic Construction Industry: A study of
Small-Scale Contractors Involvement in HCHDP, Lund University,
Rotterdam.

Meron Assefa (2003), Female Headed Households and Poverty in Urban Ethiopia,
Unpublished MA Thesis, Addis Ababa University.

MoFED (2010), Growth and Transformation Plan (2010-2015), Addis Ababa,
Ethiopia.

(2006), A Plan for Accelerated and Sustained Development to End Poverty
(PASDEP): 2005/06 to 2009/10, Vol. 1, Addis Ababa, Ethiopia.

Morduch, J. (1998), Does Microfinance Really Help the Poor? New Evidence from
Flagship Programs in Bangladesh, MacArthur Network, Princeton University.

Morris, G. & Barnes, C. (2005), An Assessment of the Impact of Microfinance,
Journal of Microfinance, 7(1): 40-54.

Moser, C.N. (1998), The Asset Vulnerability Framework: Reassessing Urban Poverty
Reduction Strategies, World Development, 26(1): 1-19.

Mosley, P. & D. Hulme (1998), Micro enterprise Finance: Is There a Conflict Between
Growth and Poverty Alleviation?, World Development, 26(5): 783-790.

MoTI (2006), Micro and Small Enterprises Development Strategy, Addis Ababa,
Ethiopia.

National Bank of Ethiopia (NBE) (2009), 2008/09’s Third Quarter Report, Quarterly
Report, Addis Ababa.

National Planning Association, (1964), The Development of Latin American Private
Enterprises, (No. 121), [Planning Pamphlet], Washington DC: Frank, B.

OMFI (2007),Urban Credit and Saving Operation Manual. Hawassa: Fekerselam
Printing House.

OMFI (2009), Ten Years Buisness Plan (2009-2018), Hawassa, Ethiopia.

Seifu Ali (2002), The Demand for Micro-credit Services in the Afar National
Regional State: The Case of Gewane Woreda, MSc Thesis, Addis Ababa
University.

Sen, A. (1999), Development as Freedom, Oxford: Oxford University Press.

Small Industries Development Bank of India (SIDBI) (2008), Findings and Policy
Implications, National Study of Indian Micro Finance Sector, Agricultural

Finance Corporation Limited.



Tesfaye Aregawi (2003), the Impact of Microfinance in Poor Women: A Case Study
of Dedebit Credit and Saving Institute in Eastern Zone of Tigray, Unpublished
MA Thesis: Addis Ababa University.

Todaro, M.P. and Smith (2004), Economic Development, London: Palgrave, 8th
Edition.

Wolday Amha (2001), Development of Microfinance Industry in Ethiopia:
Performance, Problems and Prospects, A Paper Presented for the 11" annual
Conference of Ethiopian Economy, Adama.

(2008) A decade of microfinance institutions (MFIs) development in
Ethiopia: Growth, performance, impact and prospect (2008-2017). Occasional
Paper No. 21. AEMFI. Addis Ababa

(2000), Review of Microfinance Industry in Ethiopia: Regulatory Framework
and Performance, Association of Ethiopian Microfinance Institution,
Occasional Paper No. 2., Addis Ababa.

Wondimu Aklilu (2011), The Impact of Micro and Small Scale Enterprises for Poverty
Reduction in Hawassa: The case of Menaheria, Bahiladarash and
Mehalketema Sub-cities, Unpublished MA Thesis, Hawassa University.

World Bank (2000), World Development Report 2000/2001: Attacking Poverty, New
York: Oxford University.

Wright, A.N. (1999), Examining the Impact of Microfinance Services, Increasing
Income or Reducing Poverty, Small Enterprise Development, 10(1): 39- 47.

Yohannes Dinkayehu (2006), The Role of Oromia Credit and Saving Share Company
Microfinance program in Improving the Living Standards of Poor People, MA
Thesis, Addis Ababa University.

Zigiju Samuel (2008), The Role of Microcredit Institutions in Urban Poverty
Alleviation in Ethiopia: The Case of Addis Credit and Saving Institution, and
Africa Village Financial Services. Institute of Social Studies, the Hague, The
Netherlands.



-85-



Annex-I
1. Survey Questionnaire
This questionnaire aims at assessing the Impact of Micro Finance and concerned
Stakeholders on the Livelihood of Economically Active Urban Poor: The case of
Micro and Small Enterprises involved in Hawassa City Housing Development
Project. It is intended for academic purpose to do a Master’s Degree thesis. Your
firsthand information has a paramount value in this research. The respondent’s
answers and opinions are confidential and no harm to him/her.
Thank you in advance for sharing your experience and ideas.

I. Socio-Demographic Information of respondents

1. Age 1.18-20 years 2.21-30 years 3.31-40 years 4. Greater than
40 years
2. Sex 1. Female 2.Male
3. Marital Status 1.Single 2.Married 3.Divorced 4.Separated
5.0ther
4. What level of education do you completed? 1. Ilitrate 2.Grade 1-8
3.Grade 9-10

4. Vocational education (certificate) 5.Vocational education (diploma)

6.Preparatory
7.12 +2(diploma)  8.First degree 9.Other
5. Number of dependents

6. What was your prior occupation before joining the enterprise?

1. Student 2.Unemployed 3. Government employed 4. privately
employed 5.Unpaid family business 6.Self-employed 7.
Other/Specify/

7. Did you have any earlier work experience related to your current job?

1. Yes 2. No

8. If your answer for question no.7 is yes, specify the type of your experience?

II: ENTERPRISES’ INFORMATION
2.1 Issues related to Enterprises’ establishment and Employment

1. Work type of the enterprise

2. How did the idea of joining MSEs come to your mind/ vision? Due to



1. Unemployment 2. Ideas from friends/ relatives/ family members
3. My personal interest 4. My education/ trainings
5. The existing government policies/ opportunities 6. Other

3. When was this enterprise established? Year

4. Are you one of the members during the establishment of the enterprise? 1. Yes

2. No
5. How many members the enterprise in which you belong has currently?
Male Female Total
6. How many hours do you spend working on the enterprise per-day? __ hours
7. How many days you spend working on the enterprise per-week? days

8. How many workers other than the members of the enterprise do work currently?
Male __ Female------- Total---------

9. Do you feel secured in your current employment/ occupation? 1. No doubt 2.

Doubtful

10. If you feel in secured, what makes you feel worried? Mention the reasons

11. Do you prefer working privately or with association on your current job? 1.
Privately 2.With association
12. If your answer for question no. 11 s choice 1, mention your

reason

13. What is your future plan in relation to your enterprise?

1. Maintain the existing business 2.Expand the existing business

3. Divert the existing business 4. To work privately with the existing business

5. To expand the existing business to PLC/Cooperative 6. | don’t have future
vision about

the enterprise

2.2 Information on production Equipments, Site Infrastructure, and Constraints
of MSEs
1. Do you think there is adequate supply of infrastructure facilities for your
enterprise? 1. Yes 2. No
2. If your answer for question 2 is No, what kind of infrastructure facilities do you
require for your enterprise development? (possible to select one or more)

1. Working site space increement 2. Additional power (electric) supply



3. Water supply 4.Roads improvement to the site 5. If other, specify __
3. What are the major problems for expansion (development) of your enterprise?
(Possible to select one or more) 1. Lack of skilled labor force 2. Shortage of
working capital

3. Lack of market (demand) 4.Lack of adequate credit facility 5.  High
competition 6 Shortage of raw materials supply 7. Lack of improved
production technology

8. Lack of business and managerial skills 9. Inadequate stakeholders support
10. Other
4. What was your major problem to start up your enterprise business? (Possible to
select one or more) 1. No problem 2. License 3. Initial capital 4. Credit 5.Market
problems

6. Working site  7.Infrastructure 8. Others
5. What is your current problem related to external business environment? (possible to

select one or more)

1. No problem 6. Working capital scarcity

2. Labor availability 7. Market problems

3. Materials supply 8. Access to  additional
equipments

4. Price variations of labor 9. Product/service selling price
variations

5. Price variations of production materials 10. Other

6. Do you have all the needed machinery/ equipment/ for your work with the required
amount? 1.Yes 2.No
7. Did your machineries/equipments face any mechanical failure during the last 12
months?

1. Yes 2.No
8. If your answer for question no.7 is yes, how much was your maintenance cost? ----

Birr___

9. Have you purchased production equipments by your own capital? 1. Yes
2.No
10. If your answer for question no. 9 is yes, how much was the cost? Birr

2.3 Information on Training and Skill development
1. Did you get any training before receiving loan ? 1. Yes 2. No



2. If your answer for question no. 2 is yes, what types of trainings do you received ?
1. Business 2. Marketing 3. Saving 4. Book-keeping 5. Human resource
management 6.Materials management 7. Construction work 8.
Entrepreneurship

9. Other
3. Mention the average days of the training you received. days
4. Do you received any training after starting your jobs 1. Yes 2. No
2.4 Information on the Business, Market Environment and Financial issues

1. Do you have established accounting system in your enterprise? 1. Yes 2. No

2. Does your enterprise has its own internal auditor?1. Yes 2. No

3. Does your enterprise openly report (aware) its members about the financial status

(audit report) of the ongoing business? 1. Yes 2. No

4. In case you observed wrong utilization of the loan for non-intended purpose ,what

action do you take?

1) Inform to OMFI 2) Litigation 3) Put sanction against holding
management position 4) Other___
5. What was your initial capital? ----------- Birr
6. What is your current working capital in cash?------------- Birr

7. How is your product/ service/ selling price compared to the external market similar
product/ service/ selling price ? 1. Higher 2. The same as 3. Lower
8. Would you think, in your opinion, that the profit you get is proportional to the
value of your products/ services? 1. Yes 2. No
9. What is the current business status of your enterprise? 1. No profit/loss/ 2.Gained
profit

3. Incurred loss
10. Do you believe that your enterprise is capable of working independently at its
current status? 1 .Yes 2.No
2.5 Loan and its repayment
1. Do you have any source of credit other than OMFI credit schemes? 1. Yes 2.
No
2. If your answer for question No.1 is yes, how much money did you receive from
these sources. Total amount Birr
3. How much money did you receive in loan from OMFI credit scheme since your

establishment? - Birr



4. What do you say about the interest rate on the loan received from OMFI?

1.Very high  2.High 3.Fair
5 Is the loan repayment period set by OMFI suitable in your opinion?
1.Convenient 2.Too
short
6. What is the status of your enterprise’s loan repayment currently?

1. Fully repaid 2. Repayment on schedule 3. Repayment in arrears
I11. Information on the Livelihood of the respondents’
3.1 Access to Education and Health related expenses
1. Is the access of you/ your family members attending school after you joining the
enterprise ;

1. Increased 2. Decreased 3. Remained the same
2. Is there any event in which you / one or more of your family members needed

medical treatment for the last six months? 1. Yes 2. No

3. If your answer for question No.2 yes, where did you get the money to pay for the

medical expenses?

1. Borrowed from friends 4. Used from business profit gained
2. Sale of assets 5.Support  from other family members
3. Used from my saving 6.From mine and other family members

4. How do you compare access to health/ medical services before and after you
become member of the enterprise?

1. My access to medical services has been improved since | have joined the enterprise
2. | could get medical services adequately whenever | want ( before and after I joined
the  enterprise) 3. | was unable to get adequate medical services during both

times

3.2 Income and Household assets
1. Did you have a source of income (cash income) for yourself before joining the
enterprise?
1. Yes 2. No
2. If your answer for question No. is yes, how much was your income?
Monthly income (estimated)-------------- Birr

3. Do you have other/new sources of income currently other than your enterprise?

1. Yes 2. No



4. If your answer for question No.3 is yes, how much is your average monthly

income ?

5. How much is your current income from your enterprise?
Birr
6. To what extent income (payment) you get from the enterprise is sufficient enough
to cover expenses for basic needs of your family? 1. Adequately cover my
expense  2.Barely covered my expense 3. Too little/ insufficient to cover my
expense
7. Indicate your expense incurred per month for the following items in the table

below.

Items list Amount in Birr/m

Transport expense/month

Food items expense/month

Clothing expense/year

School/ Education expense /year

Hygiene / sanitation expense/month

Monthly House rent (If any)

Electric power, fuel, gasoline expenses/month

Social interaction expenses/month

Entertainment expenses /month

Medical/ health expense /year

8. Has your income over the last 12 months. 1. Decreased 2. Stayed the same
3.Increased
9. If your answer for question No. 8 is decreased, what are the major reasons? (Rank

your level of agreement)

Rank scores

Reasons for income reduction Strongly | Agreed | Dis agreed Strongly

agreed disagreed

Health problem

Poor (lower) market prices




Shortage of supply materials

Work delay

Lack of sufficient contractual job

High price of row materials

Unavailability of part time work

10. If your answer for question No.8 is increased, what are the major reasons? (Rank

your level of agreement)

Level of agreement

Reasons for income

increment

Strongly Agree

agreed d

Disagreed

Strongly
disagreed

Good access to markets

Good market price

Sufficiency of production

materials

Timely accomplishment

contractual jobs

No absenteeism

Availability part time job

Availabilityof contractual

job as required

Affordable cost of inputs

11. which of the following household properties do you have currently.Indicate when

you possessed them and their estimated value in Birr.

No. | Type of house hold

properties

Acquired
Before
joining

enterprise

the

Acquired
After joining

the enterprise

Estimated value

in Birr

1 Table and chairs

2 Radio/ Tape recorder

3 DVD player




TV

Photo Camera

Phone Mobile

Beds

o N o o b

Stove  (Gasoline or

Electric)

9 Sofa Chair

10 | Bicycle

11 Motor Bike

12 | Jewelries/Gold

13 | Refrigerator

14 | Cupboard (Bedroom)

15 | Cupboard (Kitchen)

16 | Floor carpet

17

3.3 Household consumption and expenditure

1. Do you have your own house? 1. Yes 2. No

2. If your answer for question NO. 1 is yes, how much is its estimated total cost in
birr? Birr

3.1f your answer for question 1 is yes, when did you become the owner?
1. Before joining the enterprise 2. After joining the enterprise

4. How do you owned your house? 1. Self built 2.Purchased 3.Other

5. If your answer for question NO.1 is no, where do you live?
1. With my parents/ relatives 2. At a rented house 3. Other (Specify)

6. What type of cooking fuel source primarily is used in your home?
1. Firewood 2. Charcoal 3. Kerosene 4. Electricity
7. What is the source of your drinking water? --------------------- Water
8. Access to purchase and eat protein content diets 1.Is better before joined the
enterprise

2.Is improved after joining the enterprise




9 .Give reasons for your answer to question No. 8. mmmmemmemmmeeeeeeeeeeeeeeeas

3.4. Status of Savings
1. Did you have a saving account before participating in the credit scheme of
OMFI?____
1. Yes 2. No
2. If your answer for question No.l is yes, what was the average amount that you
manage to save monthly? Birr__
3. Do you save currently? 1. Yes 2. No
4. If yes, what is the average amount you save per month? Birr
5. Your source(s) of money for saving is (are): (select one or more)
1.Income from the enterprise 2. Borrowed from friends /money lenders/
relatives
3.Income from other source than the enterprise 4. Other
6. Where do you save? (select one or more)

1. At OMFI saving account 5. In the form of assets /durables /(in kinds)

2. Equib 6. Lending to others with higher interest rate
3. At home 7. In the formal Bank
4. With friends /relatives 8.0n other saving institutions

7. For what purposes do you save? (Prioritization of the reasons according to the
benefit to you 1. Loan repayment 2.To undertake a new business 3.For
safety purpose (from theft and loss) 4.For old ages use 5.For ceremonial
(wedding, holydays...) 6. To earn interest 7. To purchase fixed asset 8. To
purchase basic consumption items 9. For the time of uncertainty

4.Information on the stakeholders’ participation

4.1 Omo Microfinance Institution

1. Is the process simple to get loan from OMFI?  1.Yes 2. No

2. . If your answer for question No.1 is no, what are the problems?{select one or
more}
1. Complicated loan receiving process 2.High interest rate 3. High insurance

guarantee 4.Longivity to get loan 5.if other---------------------m-momce e e -



3. How do you express about proper and timely follow-up for loan repayment by
OMFI sub-branch workers? 1. Very strict 2.Strict 3.Laissefair 4.

No follow up

4.2. Hawassa City Housing Developments Project Office (HCHDPO)
1. Have you had any contractual dispute with the your client ( HCHDPOQO) ? 1. Yes
2.No

2.1f your answer for question No.1 is yes, what was the case? (You can select one or

more)
1. High cost of row materials 2. Extra contract time
3. Work quality variations 4. Work delay 5. Inadequacy of
supervision 6. Problem related to ambiguous drawings and

specifications 7. Payment delay 8.Inadequacy of construction materials
9.Fixed price problem 10.if Other /Specify
3. How do you measure the willingness of client (HCHDPO) to deal with any
contractual dispute
1. Not volunteer 2.1t is liberal 3.Volunter 4.Highly volunteer 5.1 do not
know

4. Do you experience problems with site foremen? 1.Yes 2.No

5. If your answer for question No.4 is yes, mention the reasons--------------------




Annex |1

Interview guide questions for concerned government officials (HCHDPO, and

10.

MSEs Sector Offices) and OMFI branches.

What are the socio-economic significances of MSEs in the city’s and the region’s

overall development strategy?
How do you characterize the working relationship of your office and the MSEs?

In your view how important is integrating housing development with MSEs for
the city?

What did you perceived about the status of livelihood of the members of the
MSEs?

What were the constraints your are facing during your work interaction with those
MSEs?

What do you say about your offices contribution to the MSEs sustainability?

What do you say about their competency for capturing the outside market segment

to come out from government dependency?

Do you think that micro-financial institutions are playing an active role in urban

poverty strategy?
What is you overall opinion about MSEs involved in HCHDP?

What is your overall opinion about MSEs future sustainable development

according to the current five year’s Growth and Transformation plan?



Annex 11
Interview guide questions

For city and sub cities MSEs sector office experts/officials

. What do you say about your support provision functional efficiency and
effectiveness compare to the enterprises’ expectations?

In your view how do you explain the outcomes manifested at the welfare of
the enterprises and their individual members due to the stakeholders

intervention?

. What is your opinion about the enterprises’ products/services quality to be

competitive and demanded in the market?

How do you express your view about the enterprises sustainability in terms of:
e Work ethics and motivation, skill development

o Ability to utilize the existing domestic construction market opportunities

e Your support in creating enabling working environment

. What do you say about the usual practice regarding your selection and filtering

procedures to be member of MSE?
Mention the major problems you faced when working with the enterprises.

. What is your opinion to improve the level of performance and to achieve the
expected outcomes of MSEs by minimizing the existing problems that

encounter them?



Annex IV
Guiding questions for Focus Group Discussions (FGDs) for members of
MSEs

1. What problems you have encountered in your work since your establishment?

2. Have you had sufficient support from the concerned stakeholders for your

enterprise?

3. What should be expected from you as well as other stakeholders to improve
the level of your performance and achievement of the desired outcomes by

minimizing the existing problems that you faced?
4. Have you had any contractual dispute with the client (HCHDPO) ?
5. What do you experience problems with project officials?

6. What do you think about the supervision of your work by the HCHDPO and

consultant companies engineers?

7. Did you experience problems with construction supervisors (Site engineers,

site foremen, )?
8. How do you rate the quality standards of your product/ services?

9. Do you believe that your enterprise can sustain on its own without any

assistance?

10. What would you need to be independently function without others support as

independent business enterprise?



Annex V

Checklist for on-site observation of the Enterprises

Address: Sub-city Kebele

Sector of Production (Work type):

Work environment:

1. Conducive 2. Moderate 3. Not
conducive
Remark on work environment -
Number of members on duty : 1. Male 2. Female 3.
Total
Number of daily laborers on the job 1. Male 2. Female 3.
Total

Production equipment:

Type Purchased by
1. Hand tools (Manual) 1. Loan___ 2. Own
capital
2. Machineries (Electrical) 1. Loan __ 2. Own
capital

Equipments’ status:

1. Working in full capacity
2. Moderately working
3. Not Working/ Need maintenance/

On site office 1. Present 2. Not present _
Employee attendances follow up

1. Attendance sheet available and utilized

2. Attendance sheet available but not utilized



3. Totally not available

Working Space
1. Sufficient enough

2. Moderately sufficient

3. not sufficient

Availability of store 1. Available 2. Not available
Input and output handling

1. Very good 2. Good 3. Not satisfactory
Facility

1. Road to sites 1. Available 2. Not available

2. Water supply on sites

3. Electric supply on sites

Guard for sites1. Available

1. Sufficiently available

2. Not sufficiently available
3. Not available
1. Available 2. Not available

2. Not available



