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Market Challenges and Opportunities of Micro and Small Scale Enterprises in Dire
Dawa, Ethiopia

Yonas Abera
Dire Dawa University

ABSTRACT

The progress of the performance of MSEs relieutiirhent of a number of preconditions; of
which availability of favorable market access faogucts of the sector is the major one. In
cognizant of this, the study was undertaken (takireggcase in Dire Dawa city) with specific
objectives: to analyze the extent of market acoésperators engaged in the sector, to identify
the major challenges and determinants of markeM&Es, and to figure out the extent of
demand for different types of products of the semtooss different places of the city. Findings
of descriptive analyses of this study came up wittonclusion that majority of the sampled
operators of the sector face problem of lack obfable market access; and the major reasons
which are expected to be responsible for the prabdeere stated in rank based on their extent of
seriousness across different types of selectedrperstes. In addition, the types of more
demandable products across different places ofdhe were stated based on their rank of
demand. A quantitative analysis of this study, Iviag an ordered probit econometric
regression, revealed that ‘types of some busingssge of the enterprises’ and ‘variation in
concentration of the same types of businessegivea place’ are the major factors which were
found to be significant to influence favorabilitf market access of the sector. The findings of
this study are limited to a sample of only foureymf enterprises in the city of Dire Dawa as
well as only some variables for which informatioanceasily be accessed were considered
(particularly, to analyze the first two specificjettives). Hence, further researches on the issue
under consideration are recommended to fill thip ¢gaking all the possible types of enterprises

and all the possible variables in to account fag tountry at large.
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INTRODUCTION

Different economists and scholars state a numbenuifi-dimensional reasons for the presence
of underdevelopment in LDCs. Lack of sufficient italand investment is expected to be among
the major tangible reasons for the underdevelopedamic status of these countries (Todaro,
M. P. and Smith S. C., 20P3n consideration of this, a number of policy meas were being

taken to increase the rate of capital accumuladod to expand investments across these

economies.

However, initially much emphasis was being givetht expansion of investment on large scale
economic activities which constitute a very ligdeoportion of the aggregate economic activities
of the countries. It is common that, in most LD®@sry large proportion of the people are

engaged in small scale economic activities. Henllethe efforts that were made for decades
which neglect the small scale economic activitiesld not achieve the desired mission of the
societies (White S., 1999).

Therefore, different studies started to lay theutid of focusing on small scale economic
activities. Consequently; recently, different dexghg country’s governments begin to design
economic policies and strategies that can broadiprace these initially neglected economic

activities.

Generally, in most fast developing countries, M3fysvirtue of their size, location, capital
investment and their capacity to generate great@pl@yment have proved their powerful
propellant effect for rapid economic growth. Thexter is also known as an instrument in
bringing about economic transition by effectivebing the skill and talent of the people without

requesting high-level training, much capital andrssticated technology (FDRE, MoT]l, 1997).

In consideration of this, the Government of the éfatl Democratic Republic of Ethiopia has
recognized and paid due attention to the promoéind development of MSEs for they are
important vehicles to address the challenges ofmpit@yment, economic growth and equity in
the country. To this effect, the government hasfdated a National MSE Development and
Promotion Strategy, which enlightens a systemagipr@ach to alleviate the problems and
promote the growth of MSEs (lbid). However, the thoress and the capability of the



enterprises to realize the desired mission, is itiondl on fulfilment of different factors; of

which the availability of favorable market conditis the major one.

Theoretically, it is expected that the progressMIS8Es relies on their profitability and their
ability of capital accumulation. This is, in turhjghly correlated with the availability of
sufficient market for their products. The lower the demand for thaducts, the lower will be
the sales and revenue generated by the enterpfisesopposite is likely to hold if the demand

for the products is higher with greater accesfi¢omarket.

Different empirical studies show that small entesgs usually regard market constraints and the
inability to sell their products as one of the msstious obstacles to the starting of businesses
and growth beyond mere subsistence level.

Access to markets and lack of market informatioorie of the most critical constraints to the
growth of emerging MSEs in Kenya. The policies &idressing this problem do not seem to
have achieved much success because access to anagkieformation on competitors continues
to be a severe problem for MSE8ofge E., Ndirangu L. and Nyangito H., 200&¢cording to

the study of Kayanula D. and Quartey P. (2000) Malawi, there was a general lack of
marketing skills and information by MSEs. Their dsfushows that processors had little

knowledge of their customer preferences regardiodyct range, taste and packaging.

All these assertions also hold true in the cas&tbfopian MSEs, as revealed from various
studies undertaken concerning the MSE sector (FINRH,I, 1997). Accordingly, responsibility

for steps to overcome this constraint falls upomyndifferent groups: individual entrepreneurs
and groups of small businesses which have to canigh others for the same clients, regional
governments, chambers and business associationsstiwald see to it that there are no
hindrances to market access of new comers, andehigrprises who should re-orient

procurement towards small suppliers and subconrs¢ibid).

1 Market demand is one of the sources to increase monetary sale (total revenue) as well as to charge favorable
price. Higher revenue coupled with favorable price has a tendency to increase profitability of firms (Varian H.,
1992).



Hence, keeping the upper mentioned understandingnd, the researcher analyzed the existing
marketing phenomena empirically thereby an attengst made to identify the major challenges
and determinants of favorability of MSEs’ markeiking a case study on operators of the sector
in Dire Dawa city. In addition, the researcher utalgk a multi-dimensional need assessment of
demand for the products to figure out the complétifbetween the existing actual situation of

the businesses and what ought to be.

Basic research questions of the study include:

* How does the extent of favorability of market ascks MSEs in the city of Dire Dawa
look like?

 What are the major possible challenges and detamtsnof demand for products of
MSEs in the city?

* What are the more demandable and less demandallegts of MSESs in the city?

METHODOLOGY

To undertake this study, both primary and second#ata were taken into account. The
secondary data was gathered from different orgdaimmwhich are concerned with the activities
of MSEs, such as both regional and national agerafieMSE, Ministry of Trade and Industry
and others. To collect the primary data, questizeeawere systematically designed and
distributed to both the MSE operators and the iddils who use the products of MSEs (or

consumers of the products) in the city of Dire Dawa

Note that, the rationale to consider the usershef products of MSEs as a category of
respondents is that they are very important to takle the need assessment and to analyze the
demands for the products of the MSEs in differdatgs of the city. Moreover, we have to note
that information was also collected through obstiowna and focus group discussions in addition

to the use of the questionnaires.

For this study, a sample of associations of sonertesl major categories of micro and small

scale enterprises were considered, purposively. ma@r categories of associations of MSEs



that were selected for this study include: opegitoir metal and wood works, operators of
building and construction materials, operators ablie stone paving, and suppliers of cobble

stone.

The justification behind to select these categomésassociations is the ease to access
information and their high concentration in numb&ampling procedures (specifically,
probability sampling) require sampling frame. Itosly these kinds of associations which are
greater in number and under the control of Dire BA&SEs Development Agency for which

information related to the sampling frame can gds# accessed.

Ared sampling (proportional cluster sampling) methods veanployed as a primary tool to
identify the appropriate and relevant respondehtsperators of these sub-sectors. Accordingly,
all the areas of the city were categorized intdedént clusters (9 kebelles) based on the new
administrative classification of the city; and resgents for which the questionnaires were
distributed identified randomly under each cluster.

The total number of these associations is 320allyif the researcher had the intention to select a
sample of 180 of these associations. However, dume inconsistencies in information, the
researcher was forced to use only 122 of thesecias®ms; of which, 23 are associations of
operators of metal and wood work, 36 are associgtmf operators of construction, 25 are
associations of operators of cobble stone pavind,the rest 38 are associations of suppliers of
stones to be paved.

We have to remind that the respondents are botbgheators of MSEs and the individuals who
use the products of MSEs (customers of the profludence, data collection was undertaken for
each category, separately. The researcher was tedpgr face difficulty while using random
sampling method for identifying respondents untierdategory of users of the products; hence,
he was enforced to use purposive and accidentaplsggmmethod to select the specified
respondents from each cluster (kebelle). AccorgingBO respondents of users (customers) of

the products were purposively selected where easbelle constituted 20 respondents of

2 It is theoretically viable to use cluster (area) sampling technique if our parameters of interest (elements of the
population) are distributed geographically. And, once the sample size is determined, proportional cluster sampling
technique is one of the mechanisms to identify our parameters of interest (Kothari C. R, 1994).



customers. However, 168 of the total 180 resporsdeste considered for the analysis due to

lack of sufficient information for the remaining t@spondents.

Descriptive ways of analysis was used to analyeeetktent of favorability and challenges of
market access of the sector. In relation to ttis,degree of favorability of market access was
categorized into high favorability, medium favoiépiand unfavorable market access based on
the responses of respondents. And, to identifyntbee demandable products of MSEs, a need
assessment targeted on the users (consumers) pfdtacts of MSEs was carried out, in all

areas of the city.

Both descriptive and quantitative ways of analygese used to discuss the issues related to the
major determinants of demand (market access) adymts of MSEs in the city. The major
possible determinants of demand for the productsewdentified, quantitatively, using
econometric model. In particular, ordered probtremmetric regression was applied taking the
possibility of occurrence of the three categoriefagorability of market access as a dependent
variable, while the major possible variables thatexpected to affect favorability of the market

access were taken in to account as explanatorghias.

The justification to use an ordered response m@dered probit regression, in this case) is that
there is a logical ordering of the three markeeasalternatives as an independent variable. The
major indicator of market access of the operatassdciations) is their qualitative responses over
the three possibilities of favorability of marketcass. As additional tool to overcome problem of
subjectivism in responses of the respondents, Hs®cstions’ average per capita monthly

income was considered.

As it was explained above in the sampling desigr, g@me of the associations which were
found to respond inconsistent answers comparechéo per capita monthly income were
removed from the sample. These include those wported that they have unfavorable and
medium market access having higher per capita rhoimtbome. We have to note here that the
associations were categorized in terms of theiergxbf market access through the following

steps.

First, the minimum per capita monthly income of gdowho reported that they have high

favorability of market access was taken as a baynahigh favorability of market access. The
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justification for this is that there is no any catal business man who claims that he/she has

highly favorable market access having lower le¥ehonetary sale.

Second, those who reported that they have no ornumednarket access having per capita
monthly income of equal or greater than the bounttahigh favorability of market access were

removed from the sample.

Third, the minimum per capita monthly income ofdbovho reported that they have medium
favorability of market access was taken as the sbweundary to medium favorability of market

access.

Finally, those who reported that they have unfabigranarket access having per capita monthly
income of equal or greater than the lowest bountannedium favorability of market access

were removed from the sample.

Accordingly, the minimum per capita monthly incom® the boundary for high favorability of
market access was found to be 4230.76 birrs whehsasninimum per capita income as the
boundary for medium favorability of market accesaswound to be 1666.67 birrs. In other
words, those who have per capita monthly incomgreéter than 4230 birrs were categorized as
those with high favorability of market access; #hagho have per capita monthly income of
greater than 1666 birrs and less than or equal2®0 birrs were categorized as those with
medium favorability of market access; and those Wwhwee per capita monthly income of less

than or equal to 1666 were categorized as thoseumiiavorable market access.

Functional specification of the or dered response model

We can express the ordered probit regression nazdel

y = xB+e; yi =jif y-1 <yi* <y;; ji=1,2...M
For unknowny;s withy,= —0, y1= 0 andym = o0, the probability that alternatiyes chosen is the
probability that the latent variablg* is between two boundarigg; andy;. In this particular
study, we have three possibilities gby M = 3. Hence, the implied probabilities areabéd as:
P{yi=1/x}=P{y* <0/x} =0 (-x'B),
P{yi=3/x}=P{y*>y}=1-0 (- x'B)

11



P{yi=2/x}=P{0<y*<y}=0 (y-x'B) -3 (-x'B)
(Verbeek M., 2004)

Where: y* denotes the latent variable (in this case, fabitity of the market access)
y is an unknown parameter that is estimated jointtia B
Xj represents vector of factors determining the thpessibilities (in this case, it
represents vector of the aforementioned explanatangbles)
B represents vector of coefficients of the explanavariables
g is vector of error terms
y; = 1 if the market access is unfavorable; or*f</0
y; = 2 if the market access is with medium favorayildr if 0 < y* <y
y; = 3 if the market access is with high favorabjlay if yi* > y
@ (-x'B) = the probability density of unfavorable marketess
@ (y - xi' ) = the probability density of medium and unfavdeatmarket access

Note that in ordered probit regression model, drtbe@boundaries is normalized to zero in order
to fix the location (M. Verbeek, 2004). Thus, instltase, the highest boundary of unfavorable
market access (i.e. per capita monthly income 6b61girrs) is normalized to zero. Hence,

* If 0 < per capita monthly incon®e 1666, y* <0

e |If 1666 < per capita monthly income4230, 0 <y <y

» If per capita monthly income > 42307 % y.

Keeping all these necessary procedures into accthenordered probit regression was computed
with the assumption of normalization on the scdlgib(i.e. ¢ is NID (0, 1)). And, once the
expected determinants are stated in the regressimir significances to influence the
favorability of the market access were tested uslifigrent statistical tools such as Z-statistic

and ch2, at 10%, 5% and 1% levels of significance.
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RESULTS AND DISCUSSIONS

Market Accessand Challenges of MSEsin Dire Dawa

The Extent of Favorability of Market Accessfor M SEs

The extent of favorability of the market acces$4SEs was assessed based on a qualitative data

generated from the responses of the sampled opemitdhe sector. These sampled operators

were made to weigh the extent of the favorabilitynmarket access having three possibilities

(high favorability, medium favorability and unfawatne). This is indicated in table 1.

Table 1: The extent of favorability of market accé® sample MSEs in Dire Dawa

Operators (associationsperators  (associationsDperators  (associations)otal Cumulative
with high favorability| with medium favorability| with unfavorable marketNumber percentage
of market access of market access access

Number | Percentage Number Percentage Number Pageen

14 12% 60 49% 48 39% 122 100%

Source: Own survey, 2011

As indicated in table 1, operators with medium fadlity of market access constitute the

largest percentage (49%) of the total sampled ¢perdollowed by operators with unfavorable

market access with a percentage of 39%. The aseatsmows that only 12% of the sampled

operators claimed that they are with high favorgbdf market access.

If we consider that operators with medium favorfpibf market access have some reservations

on the favorability of the market access, 108 &68&8 the total sampled respondents (the sum of

the number of operators with medium and unfavorabéeket access) are facing problem of

market access. This may reveal the significanadefpresence of problem of market access for

MSEs in the city of Dire Dawa. Even, without coresiagtion of operators with medium

favorability of market access, 39% of the samplpdrators claiming the non favorability of the

market access, by themselves, can be good evidentdge presence of problem of unfavorable

market access in the city.
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If we assign scalédor favorability of the market access giving alscaf 1, 0.5 and 0 for high
favorable market, medium favorable market and umfavle market access, respectively, the
extent of favorability of the market access will drdy 36.5% (i.e., 12% (1) + 49% (0.5) + 39%
(0)). Hence, the implication is that the extenttloé existence of unfavorable market is very
significant.

Severity of Lack of Marketing Access across the Businesses and Major Marketing

Challenges of these Businesses

Table 2 shows that operators engaged in coble stbaping sub-sector, 60.53% of the total

operators are claimed to have unfavorable marke¢sscand 36.84% were reported to face
medium favorability of market access; in cobblenst@aving sub-sector, 36% of the selected
operators reported that they are with unfavorabdeket access whereas 48% were claimed to
face medium favorability of market access; in cangton sub-sector, 11% and 75% of the

selected operators were reported to face unfawwrabt medium favorable market access,
respectively; and in wood and metal sub-secto%Zand 30.4% of the selected operators were

found to be with unfavorable and medium favorabékat access, respectively.

Table 2: Extent of market access across the sdlggpes of businesses

Type of the| With high favorability of| With medium favorability off With unfavorable market Total
business market acce: market acces acces

Percentage Number Percentage Number Percentape eumhb% No.
Coble stong 2.63% 1 36.84% 14 60.53% 23 100% 38
shaping
Coble stone 16% 4 48% 12 36% 9 100% 25
paving
Construction 14% 5 75% 27 11% 4 100% 36
Metal and wood 17.4% 4 30.4% 7 52.2% 12 100% 23
work

Source: Own survey, 2011

3 The approach of scaling severity of the market problem was derived from the fact that we have three options of
market favorability (high, medium and unfavorable market access). Accordingly, it is logical if we assign 100% of
market favorability for high favorable market access, 50% of market favorability for medium favorable market
access and 0% of market favorability for unfavorable market access.
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If we assign scaldsr the extent of severity of problem of marketess (in such a way that 0 is
assigned for high favorable market access, 0.5sgyaed for medium favorable market access
and 1 is assigned for unfavorable market accelss)extent of severity of problem of market

access across the selected types of businessbs camputed as shown below.

For cobble stone shaping:  Level of severity = 3&&45 + 60.53 = 78.95
For cobble stone paving: Level of severity = 4%+ 36 = 60

For construction: Level of severity = 75 x 0.8%= 48.5

For metal and wood work:  Level of severity = 30.8.% + 52.2 = 67.4

This may reveal that the business of cobble stbapisg is the one that mostly faces problem of
lack of market access. The rest of the selectenhésses are ranked in terms of their severity of
marketing problem in descending order as: metal wodd work, coble stone paving and

construction.

As of the responses of the operators, eleven megsons and challenges which are responsible
for the unfavorable market access of each sector stated. These include:
» Problem of farness from a well known market
Problem of lack of recognition
Problem of non attractiveness of the market
Problem of lack of communication
Problem of absence of advertisement
Problem of lack of market place
Difficulty in payment system and supply of products
Problem of non attractiveness of prices

Problem of insufficient private customers, and

V V V V V V V V V

Absence of linkage with other producers

Given these stated problems, the extent of theipigeness was investigated in terms of the
number of operators, under each type of businéssiag them to be serious. This was carried

out having three major possibilities of seriousfiess

451 =the problem is serious S2 = the problem exists but it is not serious  S3 = the problem doesn’t exist at all

15



Table 3: Marketing challenges and their extenteoiosisness

Type of marketing challenges Types of the businesses and seriousness of theetimaylchallenges
in terms of number of operators
Coble  stong Coble stong Construction Metal and
shaping paving wood work
S1 | S2| S3] S1 S2| S3 S1 $2 S3 Sl |s2
Problem of farness from a well known market 0 0O 38 |0 25 | 4 10 22| 9| 4| 5
Problem of lower status of recognition 1 12 5 4 120 | 3 4 29 | O 8 15
Problem of lack of attractiveness of the market ( ®B8 | 0 0 25| 2 15 19| 9 8| 6
Problem of lack of communication 0 15 23 0 3 22 09 27 | 4 4 15
Problem of absence of advertisement 15 (12 |11 |9 5 m3 | 14| 9 12| 6| 5
Problem of lack of market place 0 (0 38 0 O 25 1 05 81 |0 | 22
Difficulty in payment system and supplying product8 0 30| 7 0 18| 0 0 36| O 0 28
Non attractiveness of selling price 6 ( 32 0 ( 25 80 |33 | 0| O | 23
Problem of absence of private customers 13 |0 25 |04 | 11 10 | O 26| 0 0 23
Absence of linkage with other producers 0 O 38 |0 D25 | 4 0| 32| 2| 0] 21

Source: Own survey, 2011

A) Major marketing challenges of the coble stone stgapub-sector

Table 3 shows that the major challenges facing siome shaping type of business include
problem of absence of advertisement, problem otradxs of private customers, difficulty in

payment system and supply of products, non atueéiss of selling price, problem of lower
status of recognition and problem of lack of comioation. Of these challenges, problem of
absence of advertisement was claimed to be the seogius problem on which 15 of the 38

sampled operators of the sub-sector (39.5%) reghone it is a serious problem.

The second major problem is absence of privateomests with proportion of 34.2% (13 of the
38 sampled operators indicated it to be a seriooklgm). According to the explanation of the
sampled operators of the sub-sector, this challaniges for the fact that their product is almost
all in all supplied to the government (Dire DawdayCAdministration) only. There is little or no
tendency to provide their products to private colrs in addition to the existing demand.
Hence, it is claimed that there is great possibiit their being idle without production by the
time the City Administration has little or no consttion of coble stone roads. In other words
production and supply of operators of coble stdmgsg is limited to the demand of the Dire
Dawa City Administration.

16
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B) Major marketing challenges of coble stone pavingsector

Some of sampled operators under the coble storiegpaub-sector stated that absence of private
customers, absence of advertisement, difficultpayment system & to supply their products,
lower status of recognition, and lack of communarat respectively, are the major marketing

challenges facing the sub-sector, in descendingrafitheir seriousness.

Table 3 shows that problem of absence of privattocners was taken to be the most serious
marketing challenge of this sub-sector on whicloflthe 25 sampled operators (56%) claimed it
to be a serious problem. The second major marketwagjenge of the sub-sector is problem of

absence of advertisement followed by difficultypayment system & supply of their products

and problem of lower status of recognition withgdion of seriousness of 36%, 28% and 16%,
respectively. Problem of lack of communication moag the major challenges but was not
claimed to be serious.

As it was explained in the preceding session, @mbdf absence of private customers arises for
the fact that the operators serve almost entitadypublic through the order of the government
(Dire Dawa City Administration). By the time thetyciadministration has little or no plan of
coble stone road construction, they are likely hemoployed, since there is little or no private
demand of coble stone paving.

C) Major marketing challenges of the sub-sector ostrarction

The major marketing challenges of the construcsiain-sector include problem of farness from a
well known market, problem of lower status of remitign, problem of lack of attractiveness of

the market, problem of lack of communication, pesblof absence of advertisement, problem of
lack of market place, non attractiveness of selprige of the products, problem of absence of
private customers, absence of linkage with othegraiprs to which the products may be

supplied.

Of these challenges, problem of absence of adeergat was reported to be the most serious for
which 13 of the 36 sampled operators of this sutbese(36%) claimed that it is a serious

problem. The second severe marketing challengdisfdub-sector is problem of absence of

17



private customers for which 10 of the 36 sampledrajors of the sub-sector (28%) indicated

that it is a serious problem.

D) Major marketing challenges of wood and metal warl-sector

Major marketing challenges of wood and metal war-sector are stated in descending order of
their extent of seriousness as: problem of absericadvertisement, problem of lack of
attractiveness of the market, problem of farnesmifa well known market, problem of lack of
communication, absence of linkage with other predsito which their products may be supplied
as inputs, problem of market place, with proporidrextent of seriousness of 52%, 39%, 39%,
17%, 9% and 4%, respectively. Note that problenfoafer status of recognition is among the
major marketing challenges of this sub-sector,jtastclaimed to be not serious.

Econometric Analysis of Determinants of Market Accessof M SEs

The result of the ordered probit regression masleépresented in table 4. The result shows that
all the variables are jointly significant to influee the probability of favorability of the market
access, at 5% and even at 1% level of significaaseevealed by the value of Wald chi2 which
is 70.72. It is also indicated that Prob>chi2 =00@ which is lower than 0.01 that assures the
joint significance of the variables to influencee tprobability of favorability of the market

access, at 1% level of significance.

Individually, only types the businesses (typebusitypebusi3), age of the businesses (agebusin)
and concentration of the same type of businessagjigen place (numoperators) were found to
be significant to affect the probability of the @asbility of the market access, at 10%, 5% and
1% levels of significance, respectively. The indival significance of the stated variables is
tested using their respective values of P>/Z/. Tdtde shows that the values of P>/Z/ for
typebusil (or the cobble stone shaping subsedig@pusi3 (or the construction subsector), age
of the business and concentration of operator®.&%9 (which is lower than 0.05), 0.068 (which
is lower than 0.1), 0.013 (which is lower than (.@5d 0.000 (which is lower than 0.010),

respectively.
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This implies that, of these four variables, concaign of the same types of businesses in a
given place is relatively the most significant fteet the probability of favorability of the market
access (which is significant even at 1% level gnsicance). Engagement in cobble stone
shaping type of business and age of the businesgsethe other major variables which are
significant to affect the favorability of the matkaccess, at 5% level of significance. The table
also shows that engagement in construction typleusiness is a variable which was found to

affect the probability of favorability of the martkaccess, at 10% level of significance.

As shown in table 4, the value of coefficient opépusil is -0.820407%vhich is negative
implying that as individuals are engaged in theress of cobble stone shaping type of business,
they face the probability getting unfavorable markecess, at 5% level of significance, ceteris
paribus. On the other hand, if they are engagebflusiness of construction subsector, they
probably enjoy favorable market access, at 10%l lefvsignificance, ceteris paribus; since the

coefficient of typebusi3 is 0.808214¥hich is positive.
Table 4: Result of the ordered probit regression

Explanatory variables | Coefficients Robust Standard error P>/Z/
gework 0. 0009455 0.0274638 0.973
educyr 0. 0536873 0. 0450842 0.234
typebusil™ -0. 8204079 0. 3983841 0. 039
typebusi3” 0. 8082147 0. 443652 0. 068
typebusi4 -0.7141771 0. 4367574 0.102
agebusin™ 0.1908124 0.0770204 0.013
currentca -1.42e-06 1. 39e- 06 0. 305
statrecogl 0. 833063 0. 7944624 0.294
statrecog3 0. 3637942 0.6632454 0.583
statrecog4 0. 0943678 0. 7692073 0.902
accesscrel -0.2857686 0. 3008687 0. 342
numoperators™ -0.0393675 0. 0072065 0. 000
Number of obs = 122

Wald chi2 (12) = 70.72

Prob > chi = 0.0000

Pseudo R2 = 0.2949

5 ***significant at 1%, ** significant at 5% * significant at 10%
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The table also shows that coefficient of age oflibsiness (agebusin) is 0.19081@4ich is
positive implying that as the age of the businegstolder, the probability of having favorable
market access increases, other things remainingaime, at 5% level of significance. It is also
indicated that the value of coefficient of numberconcentration of the same types of businesses
in a given place (numoperators) is -0.03936wtaich is negative implying that the probability of
having favorable market reduces as the number mcerdration of the same type of businesses

in a given place increases, ceteris paribus, aei# of significance.

The table shows that all the rest variables hav&Relue of greater than 0.1 implying that they
are not significant enough to alter the probabibfyfavorability of the market access, at the
specified levels of significance; even these véaesbare not significant at 10% level of

significance (making the level of significance I¢gght). Hence, it may not be relevant to have
detail explanation of their relationships with tinearket access; rather let us have brief
explanation for the aforementioned two variablescivhwere claimed to alter the market access

significantly.

Table 5 represents concentration of the four tygfesampled businesses in different places of
the city of Dire Dawa. As it was explained in theethodology part, the total number of
associations of the four types of businesses utitemrecognition of the Dire Dawa MSEs
Agency is 320; of which 105, 32, 128 and 55 areatpes engaged in coble stone shaping, coble

stone paving, construction, and wood and metal syadspectively.

Table 5: Concentration of operators (associatiohff)e four selected types of businesses in eabélle

No. Types of the business No. of each type of mssiunder each kebelle Total Variation in
k01 k02 k03 k04 k05 k06 k07 k08 k09 concentration
1 Coble stone shaping 6 4 12 9 44 4 4 18 7 10b 7561.
2 Coble stone paving - 5 7 9 11 - - - - 32 20.278
3 Construction 4 61 16 12 9 9 3 3 11 128 327.194
4 Wood and metal works 1 34 3 8 2 4 - 2 1 55 114.86
Total 32C

Source: Compiled from documents of DDMSEDA, 2011

Table 5 shows that, of the 105 operators whicheagaged in coble stone shaping business, 44
(45%) are located in kebelle 05 whereas the remgibb% are located in the rest 8 kebelles
with very insignificant proportion. With regard tbe business of coble stone paving, all the 32

operators are located in only 4 kebelles (k02, k03, and k05) with closely similar proportion.
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In the case of the business of construction, 6%6j48f the 128 operators are located in kebelle
02 whereas the remaining 52% are located in the &desbelles with relatively very lower
proportion. Finally, out of the 55 operators of wloand metal works, 34 (62%) are located in
kebelle 02 whereas the remaining 38% are locatédahthe other kebelles excluding kO7 with

relatively very insignificant proportion.

If we recall the result of the severity of the deosh of market access across the sampled types of
businesses, as it was explained in the precedisgjose the four types of the businesses are
ranked in terms of the severity of the problem @saknding order as: cobble stone shaping,
metal and wood works, cobble stone paving, andtoaecigon. Taking this and the variation in
concentration of the businesses in different kelkellas shown in table 5), one may claim
somehow that the possibility of positive associati@tween severity of the problem of lack of

market access and concentration of the same tygmsimesses in a given place.

Disregarding the sub-sector of construction, tlseems positive association between severity of
the problem and variation in concentration of thesibesses, as shown in table 5. The table
shows that the sub-sector of cobble stone shapnguith largest value of variation in
concentration (next to construction, i.e. 161.78)oh is also ranked first in terms of severity of
the market problem, the sub-sector of metal anddweorks is with the second large value of
variation in concentration (i.e. 114.861) whichalso ranked second in terms of severity of the
market problem, and the sub-sector of cobble spaveng is with the third value of variation in

concentration (i.e. 20.278) which is also rankeditim terms of severity of the market problem.

Unlike these three types of businesses, the subrset construction is with largest value of
variation of concentration (327.194) but with leasbk of severity of market problem. The
justification for this is likely that the sub-sectf construction is a business which currently has
relatively larger demand for its products. It isremtly observed that the construction sector is
registering large level of increment in annual owitpll over Ethiopia. Hence, it is justifiable to

treat this case as a special case.
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Demand for Products of MSEs across Different Places of the City of Dire

Dawa

The major possible types of businesses (produdt8)SEs existing in the city of Dire Dawa

include:
a) Textile and Garment i) Leather and leather pragluct p) Food & beverage
b) Chemical products j) Wood including furniture Mgtal products
c) Cultural products k) Agricultural products r)iBling materials
d) Precious stones [) Cobble stones s) Café atdumants
e) Store service m) Service of tourism t) Servitlamination
f) Hair cut/beautification n) Service of repair njdrnet café
g) Products of animal 0) Service of garmenting \)itSr

h) Cultural mining products
(DDMSEDA, 2010)

Analysis of the need assessment was made throbglatgpresentations to show:
» The extent of demand for each type of product acdiféerent places of the city in terms
of number of selected customers using the produnct,

» Non-accessibility of demandable products in difféqgaces of the city

Demand for Each Type of Product across Different Places of the City

The extent of demand for each type of product acdifferent places of the city was measured
using the number of selected customers using tha@upt. Table 6 shows the number of selected
customers using each type of product frequentlgifferent kebelles of the city. It is indicated
that all (100%) of the selected customers use @altpi@l products and service of hair cut &
beautification in all the specified kebelles. Thiglies these two types of products (businesses
engaged in these types of products) take the lgagasition in terms of the availability of
demand. These are followed by products of food &ebage, fruits, café & restaurant, and
products of animal, for which there are 134, 1102 and 93 (78%, 70%, 61% and 55%) users

from the selected customers, respectively.

The rest of the products are with relatively indigant demand for which there are only less
than 50% users from the selected customers. Thesamked in terms of users of the products

(from the selected customers) in descending ordemwaod including furniture (with 43% of
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users), textile and garment (with 40% of usersgnaical products (with 30% of users), service
of repair (with 30% of users), cultural productstiw27% of users), metal products (with 24% of
users), internet café (with 23% of users), buildingterials (with 19% of users), leather and
leather products (with 18% of users), service afmgating (with 17% of users), cobble stone
(with 4% of users), store service (with 2% of ugegpsecious stones (with 1% of users), cultural
mining products (with 1% of users), service of tenr (with 0.5% of users) and service of

lamination (with 0.5% of users).

Table 6: Types of products consumed and numbegletted customers using the products in each kebell

No. Types of the products consumefd Number of custemsing the products in each kebelle Total
KO1 | KO2 | KO3 | K04 | KO5| KO6| KO7| KO8 K09

1 Textile and Garment 12 14 9 3 2 4 9 7 7 67
2 Chemical products 0 2 10 15 13 3 2 1 50
3 Cultural products 1 2 7 1 3 13 11 2 45
4 Precious stones 0 0 0 0 0 0 2 0 0 2
5 Store service 0 0 0 1 2 1 0 0 0 4
6 Hair cut/beautification 15 19 18 19 20 20 20 19 18 168
7 Products of animal 13 12 14 11 8 6 8 1P 93
8 Cultural mining products 0 0 0 0 0 0 0 2 0 2
9 Leather and leather products 1 6 1 1 0 2 7 T 5 30
10 | Wood including furniture 4 14 14 2 6 3 11 8 10 72
11 | Agricultural products 15 19 18 19 20 20 20 19 18 168
12 Cobble stones 2 1 1 1 0 6
13 Service of tourism 0 0 0 0 0 0 1 0 1
14 Service of repair 5 10 7 2 7 5 3 50
15 Service of garmenting 10 9 7 0 0 0 1 0 1 28
16 Food and beverage 7 13 14 15 18 20 1p 17 15 134
17 Metal products 0 4 3 2 11 5 7 4 5 41
18 Building materials 2 2 5 5 0 3 6 4 5 32
19 Café and restaurants 7 15 7 15 10 9 13 14 11 102
20 Service of lamination 0 0 1 0 0 0 0 0 0 1
21 Internet café 1 6 7 5 0 2 6 5 6 38
22 Fruits 14 17 17 14 8 6 18 11 12 117
No. of selected customers from each | 15 19 18 19 20 20 20 19 18 168

kebelle

Source: Own survey, 2011

Rank of demand for some products vary across difteplaces of the city for reasons such as
differences in culture and religion of the peofdlable 6 shows that products of agriculture and

service of hair cut & beautification are remainilggding in availability of demand in all
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kebelles of the city. But for the rest of the proy the rank of demand varies across the

kebelles.

Non-Accessibility of Demandable Productsin Different Places of the City

Table 7 shows the types of demandable productsheandextent of non-accessibility in different
kebelles of the city. These products were rankeskdban their extent of non-accessibility. The
extent of their non-accessibility was measured gusire number of selected customers (who

claimed so0) as a unit of analysis.

As shown in the last column of table 7, servicemiérnet café was found to be the leading
demandable product with little accessibility, fohieh 47 (28%) of the 168 selected customers
reported that it is a service they need but camgmdteasily, in the city as a whole. This is
followed by textile and garmenting, wood and fuinit, and café and restaurants for which 46

(27%) of the selected customers so.

Rank of non-accessibility of the rest demandabledpets is stated in descending order as:
agricultural products, products of animal, leathed leather products, cultural products, metal
products, products of fruit, food and beverage)dmg materials, hair cut and beautification,
service of repair, service of tourism, service afrgenting, chemical products, precious stones,
store service, service of lamination and culturahing products; for which 22%, 21%, 20%,
18%, 17%, 14%, 13%, 11%, 10%, 10%, 7%, 5%, 3%, 2%, 2% and 1% of the selected
customers from the city as a whole reported sqews/ely. Note that none of the selected
private customers mentioned cobble stone as a omgssaible demandable product. This is likely
due to the fact that it is not familiar for privatestomers to use cobble stone for their private

purpose.

Some of the reasons for non-accessibility of theremhentioned products, according to the
responses of the selected customers, include: gduigher prices of the products and lower

supply of the products. Even, the existing supplthese products is expected to be with uneven
concentration across the different kebelles of ¢itg as revealed by the variation in non-

accessibility of the products in different kebell@able 7 also clearly reflects that the extent of
non-accessibility of the aforementioned demandabbelucts vary across different kebelles of

the city.
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Table 7: Types of demandable products and the eafeheir non-accessibility in different kebellekthe city

No. | Types of the products for whichNumber of selected customers who mentioned theugtsdor which| Total
demand is higher but cannot beheir demand is higher but cannot be accessedyemsidifferent
accessed easily kebelles of the city

K01 | KO2 | KO3 K04 K05 K06 K07 K08 K09

1 Textile and Garment 12 6 5 1 9 3 3 3 4 46

2 Chemical products 1 1 1 0 0 0 1 1 0 5

3 Cultural products 1 6 1 6 1 2 4 4 5 30

4 Precious stones 0 0 0 0 0 0 3 1 0 4

5 Store service 0 0 2 1 0 1 0 0 0 4

6 Hair cut/beautification 1 2 6 3 1 1 1 0 2 17

7 Products of animal 3 5 5 5 2 1 1 6 7 35

8 Cultural mining products 0 0 0 0 0 0 0 1 0 1

9 Leather and leather products 1 4 1 4 7 2 4 6 4 33

10 | Wood including furniture 4 4 0 4 3 3 9 8 11 46

11 | Agricultural products 7 7 10 4 3 1 2 1 2 37

12 | Cobble stones 0 0 0 0 0 0 0 0 0 0

13 | Service of tourism 0 0 0 1 4 2 1 1 2 11

14 | Service of repair 0 3 2 4 4 1 0 1 2 17

15 | Service of garmenting 0 4 2 0 0 0 1 1 0 8

16 | Food and beverage 3 1 1 0 1 2 3 7 4 22

17 | Metal products 0 3 0 3 3 4 5 4 6 28

18 | Building materials 0 0 0 4 4 2 4 1 3 18

19 | Café and restaurants 2 2 2 3 11 10 4 9 3 46

20 | Service of lamination 0 0 0 1 0 1 1 0 0 3

21 | Internet café 0 4 2 9 12 9 3 3 5 47

22 | Fruit 1 5 4 0 1 1 2 6 4 24

Number of selected customersfrom each | 15 19 18 19 20 20 20 19 18 168

kebelle

Source: Own survey, 2011
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CONCLUSIONS

Result of the analysis, shows that about 39% of#lected businesses face unfavorable market
access; 49% of the selected businesses face méaonability of market access; and only 12%
of the businesses enjoy high favorability of marketess. This is likely to reveal that majority
of the businesses have reservation on the extehemfmarket access. This implies that problem

of marketing is one of the major challenges thaid® be considered.

Of the four types of selected businesses, the bssinf cobble stone shaping is the one which
mostly faces problem of lack of market access. rEsé of the selected businesses are ranked in
terms of severity of the problem in descending o wood and metal works, cobble stone

paving and construction.

Much attempt was made to find out the major chaiileg factors for lack of market access.

In the sub-sector of cobble stone shaping, fivéhefstated problems were found to be serious.
These problems are ranked in terms of their exténseriousness in descending order as:
problem of absence of advertisement, problem otrades of private customers, difficulty in
payment system and supplying products, non-atu@atiss of selling price and problem of lower

status of recognition.

For the sub-sector of cobble stone paving, fouhefstated problems were found to be serious.
These problems are ranked in terms of their semess in descending order as: problem of
absence of private customers, problem of absenadwartisement, difficulty in payment system

and supplying products, and problem of lower stafugcognition.

For the sub-sector of construction, eight of tretest problems were found to be serious. The
problems are ranked in terms of their extent ofossrin descending order as: problem of
absence of advertisement, problem of absence whtpricustomers, problem of farness from a
well known market, absence of linkage with otheodurcers, problem of lower status of

recognition, non attractiveness of selling pricealglem of lack of attractiveness of the market,

and problem of lack of market place.

Finally, for the sub-sector of metal and wood woikig of the stated problems were found to be

serious. These problems are ranked in terms af éxéent of seriousness in descending order as:
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problem of absence of advertisement, problem ofefss from a well known market, problem of
lack of attractiveness of the market, problem oklaf communication, absence of linkage with

other producers, and problem of lack of marketelac

Of all the stated problems, problem of absencedvkedisement was found to be the major
serious marketing challenge which was reported éomore serious for all of the selected
businesses. The other major marketing challengehwmvas reported to be more serious by the
first three types businesses is problem of absehgeivate customers. It is explained that this
problem arises for the fact that the products effitst three types of businesses are mostly and
primarily supplied to government body. This is likéo make the operators of these sub-sectors

to lose customers in case there are no tendenoiestiie government to demand their products.

The ordered probit regression was computed takangribility of the market access as a
dependent variable and those factors which areotageo influence the favorability of the
market access as explanatory variables. The reholivs that engagement in the business of
cobble stone shaping has the tendency to restiteirpossibility of facing unfavorable market
access whereas the construction sub-sector creat@sble market access, ceteris paribus. The
result also indicates that with a rise in the afjldhe businesses, the probability of having
favorable market access increases, other thingaingmg constant. On the other hand, the result
indicates that the probability of having favorabterket access reduces with a rise in the

concentration of the same type of businesses inem gplace, ceteris paribus.

Result of analysis of the need assessment showgrth@ducts of hair cut & beautification and
agricultural products take the leading position,alhplaces of the city, in terms of demand,
which are used by all the selected customers. &fetste products are ranked in terms of their
demand in descending order as: food & beveragé, frafé & restaurant, products of animal,
wood including furniture, textile & garment, chemlicproducts, service of repair, cultural
products, metal products, internet café, buildiragerials, leather & leather products, service of
garmenting, cobble stone, store service, preciomises, cultural mining products, service of

tourism, and service lamination.
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The result also shows that there are differencearik of the rest of the products in terms of the
availability of demand across different placeshdf tity. This may arise from the differences in

culture and religion of the people living in diféett kebelles of the city.

Under this specific session, analysis was carrigd@ figure out types of demandable products
which cannot be easily accessed in different kebedif the city. These products are ranked in
terms of their non-accessibility in descending or@# over the city) as: internet café, textile &
garmenting, wood and furniture, café & restauraatgjcultural products, products of animal,
leather and leather products, cultural productstaimproducts, products of fruit, food and
beverage, building materials, hair cut & beautiiima, service of repair, service of tourism,
service of garmenting, chemical products, precstosies, store service, service of lamination,
and cultural mining products. However, the resldo andicates that there are differences in non-
accessibility of the products in different kebeltgghe city.

RECOMMENDATION

The possible ideas of recommendation follow thelifigs of the study. The findings of this
study show that majority of the four selected asgmmns are facing problem of lack of market
access. Hence, problem of marketing should be deresi as one of the major constraints of the

sector which needs much attention.

The major challenges which are expected to be resiple for the existence of the problem of
lack of market access were stated with their rangeoiousness, in general. These challenges,
thus, have to be treated in priority of their raflseriousness. The challenges were also ranked
with their extent of seriousness across the folected types of businesses so that priority of

treatment of the challenges is also required adfeesse four types of businesses.

Of the stated major marketing challenges of théosgproblem of absence of advertisement and
problem of absence of private customers for pradottthe sectors are the more special ones.
Problem of absence of advertisement arises bedhasenterprises face lack of capital; hence,
Dire Dawa MSE Development Agency is expected torteite effort to create a system how
products of these enterprises are advertised. Wtfard to problem of absence of private
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customers to some products such as cobble stoneastruction materials, it is important to

create a connection between the producers and@uatomers.

The study also reveals that problem of lack of raarkccess arises from variation in
concentration of the same types of businesses sadifferent places (kebelles) of the city of
Dire Dawa. This possibly arises for the fact thattdocers mostly decide to establish a business
only for it is convenient to establish, without enking a need assessment as well as
disregarding the existing concentration of the saype of businesses in the place where they
operate. Hence, much attention should be given gpliGation of need assessments in
consideration of the concentration of the existipges of businesses before the decision of

establishing a business.

Finally, analysis of the need assessment has cqmwith findings of the types of products
which are frequently used (consumed) by the customih their rank in terms of the number of
their customers (or demand). Hence, the quantith@supply of each type of product should be
prioritized according to their rank of demand. Fr®rity should also be in consideration of the
products’ rank across different places (kebelléshe city. Moreover, the study also indicated
that there are demandable products with uneaseceksibility across different kebelles of the
city. Therefore, attention should be given to thgpes of products with the place where they are

not easily accessible.
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