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Abstract
The major objective of this paper is to investigtte nature of self-
employment choice in Addis Ababa. More specificalty identify
determinants of self-employment activities that endifference in the
income level of self employed, and assess the geifterence in self
employment entry, and performance of self-employed. researcher
deployed descriptive research method. In which bmtlmary and
secondary data/information are used. The primaryadia collected
using structured questionnaires and 150 sample aedents were
involved from six sub-cities of Addis Ababa. Figgdinfrom the
empirical investigation undertaken revealed thdf-seployment is a
route out of unemployment rather than being somgthof an
entrepreneurial activity. The two major factors thanotivate self-
employed respondents to start their business axergonent created
conducive environment and personal interest todieesnployed. Self-
employed individuals responded as they are satisfigh their current
job. However, the income that the self-employegleeare generating
is very small that can lead individuals to prefeaig work to self-
employment. The findings also revealed that theontgj of self-
employed individuals came from low income earniognmunity. This
implies that they are facing problem of finance ttogir daily expenses.
The nature of self-employment in terms of educatibackground of
respondents indicates that most of the self-emglogeople are
educated up to secondary and preparatory levelsicEming gender,
females™ participation in self-employment actities very limited.
Three major recommendations are generated by thdyghat include:
the usefulness of self-employment must be includid curriculum of
the country so that it would be easy for any irdlnals to start business
and become self-employed; there should be polle&srécognize and
encourage self-employment and its role; and thsra need to design
information systems that generate, document faatts/dbout self-
employed population.
Keywords: Self-employment, income level, urban Ethiopia aaddgr
difference
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1. Introduction
1.1. Background of the Study

Ethiopia is characterized by high growth of popolatwith almost a
subsistence economy. There is unbalanced growthvebeat the
population and the economy that has an effect baruunemployment
and the overall decline in wale welfare systemluraito absorb large
and growing labor force has tended to increase piment. Because
of high population growth and the rural-urban migmna urban
unemployment in the country is growing rapidly. &ncountry's
capacity to sustain employment opportunities isecaéd by more
population, the problem is reaching its alarminggstin urban areas
particularly in Addis Ababa (Desalegn, 2009). Tlere, promoting
employment creation or business creation (self-eyga) in the
country as a whole and in urban areas in partiaslarery crucial in
developing countries like Ethiopia. High level afiemployment and
under unemployment is one of the critical socioreroic problems
facing urban areas in Ethiopia. The unemploymemwgr rate in
Ethiopia has increased to 3.85% in 2007 at natitavall and 22.5% in
the capital city. The employment growth is unaldeabsorb the labor
force growth with an increasing proportion of yo@BSA (2013). The
insufficient employment condition of youth has fadure to make use
of an important factor of production, labor, forsfering economic
growth (lbid). In addressing these problems, prangot self
employment can be one of the alternative solutionanemployment
Getnet (2003).

As Getnet (2003) states the promotion of self egmlent help to
promote invention, innovation and creation of nels. Moreover, the
promotion of self employment leads to a higher degif completion in
the product market, bringing gain to consumer. Assallt, creation of
self employment has remained a top priority in dgvie@g countries
like Ethiopia.

In recent decades, self employment has been coadides a central
issue concerning labor market choice. In fact, seiployment is not
only an interesting solution for individual who lea& few opportunities
in the wage sector or earn less than others withilegi observable
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characteristics but also an opportunity for the emdynamic individuals
who seek different career path Nadia Simoes (2013).

In Ethiopia various recent studies have stated tath@uunprecedented
level of unemployment that characterize urban HilaioThe problem is
rampant especially among the youth which consstateer a third of
the urban population. That is the youth, who is theire of the
country, is found in such a state is unfortunateé eather disquieting.
As Getinet (2003) states that, one of tackling tpioblem of
unemployment is possible through the promotionedf smployment.
This indicates the promotion of self employmeniwaines in countries
such as Ethiopia is proved as essential in easieghtgh level of
unemployment. Sustained growth performance accomgdry rapid
employment creation is ultimate to decide the t#t¢he unemployed.
Nevertheless, the promotion of self employment gay a crucial role
in this process. In urban Ethiopia in general thenenprecedented rate
of growth of population which resulted in the grovaf unemployment.
As a result, promotion of self employment as on@amseto tackle the
problem of unemployment must be taken as a prircangern (Getinet,
2003; krishnan, 1996, 2001; Krisnan et al).

Even as self employment continues to increasecyaliakers remain
largely unaware of this trend and fail to see itaasopportunity for
addressing enduring joblessness. Self employmenftaa perceived to
be a desperate effort of workers who have beendtidnd unable to
find work again: it is viewed as low paying, andpagviding little or no

benefit for the local economy. It may also be jasttemporary
phenomenon observed until the economy recovers. edery this

perception is not true that self employment is rggawing and likely

to stay, and it motivates and urges policy makesaty attention to this
new work force reality.

While more studies with different data sets on dyaamic effect of
self employment would be valuable, findings sugegdshat policy and
educational programs directed at improving the petidity and

earnings of the self employed could have high awmes in terms of
local economic growth and opportunity (Stephan det§g David A.

Fleming, and Anil Rupasingha). In Ethiopia, suppgt polices

implemented in 2003 and 2004 to promote micro kassrcreation, but
those programs have not brought the expected seslifut (2010).
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Hence, it appears of interest to investigate thereaand the main
determinant and challenges of self employment diets/

In developing countries like Ethiopia, the magndudf self
employment has been increasing. According to Destted (2004), self
employment has begun to be considered as an inmpaarce of new
job and as an alternative to paid work. He alsai@sghat, government
programs have been introduced to promote this gmpat status
since self employment has started to be considasethe dynamic
economic activity, and as a possible answer to pheyment.

Ethiopia being one of the African countries witlhatevely fast growing
population coupled with developing economies, prop@nagement
and utilization of its work force is essential.this respect, the capacity
of the economy in absorbing the labor force needbd monitored
regularly and appropriate employment policies stimadnsequently be
adopted. According to urban employment-unemploynsmtey, the
total urban population of the country was estimatelde 16,141,046 of
which 12,917,692 persons (80%) who were aged teh aoove in
2014. In addition, the survey reveals at counttyaarlevel the size of
employed population aged ten and above was 6,789p6rsons in the
past April 2014, and the remaining are unemploy&d. a result,
promotion of employment creation is very urgenthe country. Self
employment must be treated as one of the altemati®ans of tackling
employment problem in urban Ethiopia.

Rees at al (1986) argue that, self employmentaadening the choice
facing both the potential of the labor force ané tinemployed. In
previous studies such as Hirut, 2010; Anwar et@1,02 Blanch flower,
2000 examined a wide variety of variables in coofiom with their
possible impact on individuals™ decision to enteta self employment.
We can summarize these variables as follows; gerdg, education,
experience, marital status, number of dependentsitren, and level
of individuals income. In addition, there are psylogical traits of
individuals such as risk attitude, test or expecatisfaction of self
employed or wage workers from their work environinen

1.2. Statement of the Problem

Employment can be generated and enhanced in théc psdxctor
through investment in  employment-intensive  infrastore
development and through other employment programiEPS). It is
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clear that a labor-intensive approach, in a coumthere there is a
massive underemployment and unemployment, woulcatergob
opportunities for many thousands of people fromiveerg amount of
investment without the need to compromise on qualitd efficiency.
Although there is a room for employment creatiomtigh the adoption
of labor based approach in infrastructure, the aladmployment gain
via such approach have been limited in Ethiopiar{MaKibru, 2012).
Self employment has taken a higher place in nonicalgural
employment in developing countries. However, iha$ well studied or
understood. As Meager et al (2011) states, eveselif employment
covers a large place in total non agricultural esgplent in developing
countries, the cause that lead to this employm&tus are not well
understood. Moreover, there are very few previdudiss on the nature
of self employment choice in Ethiopia.

Unemployment and under employment in urban Ethiogi now
increasing fast because of un interrupted growtlalmdr force and low
level of labor market absorption capacity, and mreation. Thus,
promoting self-employment is one means of reduciogan
unemployment and under unemployment. The main tigeof this
paper is to study the nature of self-employmenticghan urban
Ethiopia in general and more specifically in Addisaba.

1.3. Objectives of the Study

The foremost objective of this paper is to investiggthe nature of self-
employment choice in Addis Ababa.

In addition, the study has the following specifigextives;

* investigating and identification of determinantself-employment
activities that make difference in the income lew€lself employed,
and

* Assess the gender difference in self employmerityerand
performance of self-employed

2. Data and Methodology
2.1 The Data Set/Tools and Sampling

The study used both primary and secondary data.pfineary data is
collected through questionnaires, and the secondaty is collected
from different published and unpublished sources. réalize the
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objective of the study the researcher collected datvariables such as:
education, income, experience, age, parent’'s otionpanumber of

dependents, gender, marital status, working lanellitt sources, and
legal environment or policy and job mobility.

In course of collecting information from individualho are self-

employed, this paper uses one of non-random sagpéohniques
which is quota sampling. This is because it is lesstly way of

selecting sample. The sample size of the study istsn®of 150

individuals who are engaged in self-employmentvacts.

2.2 Data Analysis

Data collected through questionnaire is processedamalyzed using
descriptive analysis and theoretical analysis. e $tudy analyzes the
data through tabulation, graphs, pie-charts, andep¢éage. Most of
respondents’ answer changed in to numbers andnpeges.

2.3 Significant of the Study

This paper can provide necessary information abdoaithature of self
employment choice and the return for self employmien urban

Ethiopia in general and in the study area in paldic to those
concerned bodies, policy makers, researchers aodt@lacademicians
or for any individuals who need to know about the\ae facts of self
employment.

2.4 Scope of the Study

As regard to the coverage or scope of the studyesSidillo,
Sheromeda, Piazzea, Amist-killo, and Mercato arat-Killo are taken
as point of reference. Because, it is observedith#tese areas there
are many self-employed individuals concentratioanttother part of
Addis Ababa. In addition to this, the major propmit of people in
these areas is less income earners than otheofpaddis. Due to the
above fact the researcher use the data from thress & analyze the
nature of self-employment choice.

2.5 Limitation of the Study

The study like other studies has a number of litioites, though their
impact dose not compromises its validity. One ef ¢htical limitations
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in this regard was the absence of reliable datdnerevel of income of
self employed. The other limitation, which shoulel tmentioned, was
the unwillingness of the surveyed self employegravide appropriate
information and shortage of finance and time amitsition of the

study.

3. Data Presentation and Analysis

This chapter is organized as follows. The first-sabtion will be the
description and explanation of the data and therattalysis of the data
obtained from the secondary, and primary sourcpexs/ely will be
presented.

3.1. Data Description

The data collected in three weeks of April 2015 Tispondents major
sectors that the self employed engaged in werensgveups that

include: pharmacies, beauty salons, daily labord&aber shops,
photocopies, small shops, boutiques. In additiothi® secondary data
sources are used as complementary to primary dataes which are
obtained from published materials such as CSA, BoMOFED, and

internet, etc.

3.2. Nature of Labor Market and Employment Statusn Urban
Ethiopia

According to CSA, the size of urban labor supply Ethiopia is
increasing. These trends are likely to increaseorlalnarket
participation as better educated people are mketylio be active. Yet
increased labor force skill and female participati@lso raise
challenges, particularly in terms of youth expeotat for better paying
jobs. In contrast to this situation, employment appynities are limited
in urban Ethiopia. Table 1 below summarizes theasion.
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Table 1: Summary of Labor Force Participation Ratesin Urban Ethiopia
by Age Group (%), 1999-2004

Age group 1999 2003 2004
10-14 21.9 10.2 8.6
15-19 51.6 36.1 33
20-24 81.4 71 66.3
25-29 90.3 84.9 81.6
30-34 91.1 89.1 85.2
35-39 91.1 88.2 87.3
>40 88.2 86.9 83.5

Source: from CSA (1999, 2004).

According to CSA, in urban Ethiopia, labor forcertmapation has

decreased from 65.4 percent in 1999 to 55.2 percer2004. This

decline concerns women more than men. The participaate for

women reportedly decreased from 61 per cent in 18381 per cent in
2004, whereas the corresponding figures for mere wlrper cent and
50 per cent in the same years. As indicated ile thlabove, the drop in
participation rate is particularly sharp in the ageup 10-24, which
implies a positive trend linked to increasing levelf education for
young people.

3.3. The Trend of Self-employment in Urban Ethiopia

As it is observed from the figure 1below (CSA, 29904), in urban
Ethiopia the trend of wage employed from a total wabrking
population rose from 39.5 percent to 49.6 percerthe period 1999-
2004, private wage employment decrease reachin§ fércent in
2004,while the share of public employment was J@dcent in the
same year.

As the CSA data shows, in urban Ethiopia, self-@ymlent remained
the principal form of employment, despite a sliglecline from 42.2
percent in 1999 to 41.3 percent in 2004. As ofrtleeintribution in
solving the unemployment problem in urban Ethiop&lf-employment
activities are seen as crucial. In addition, ungardily work represents
rather a small share of urban employment and detlconsiderably
from 15.5 percent in 1999 to 7.2 percent in 200donf gender
perspective, the share of women in self-employraedt unpaid family
work has decreased, with the latter still remagnrtiost common status
in employment for women (see figure 1).
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Figure 1 Summery of Trend of Self-employment, Unpa Workers, and
Wage earners in Urban Ethiopia, 1999-2004 in % age
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wage earners self-employed unpaid family workers

Source: CSA (1999, 2004).
3.4. Structure of Labor Market and Labor Absorption Capacity in
Urban Ethiopia
The demand side of the labor market is highly camnstd by its low
absorption capacity. Even though employment inpihielic sector and
formal private sector are well regarded becausg plag well and offer
career prospects, their capacity to absorb the iggpvabor force is
very low. The Labor Force Survey (LFS) indicatet tteere are limited
opportunities for new vacancies and low turnovethim case of public
and formal private sector employment.
Out of the total income earner in urban Ethiogi, largest share, with
nearly half of the total, are self-employed, acdounfor more than the
government and formal private sector combined (tex figure 2
below).
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Figure 2: Employment Distribution in Urban Ethiopi a
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Source; own calculation based on LFS, 2005

3.5. Demographic Characteristics and Nature of Hfeemployed

In this section we will see the personal charasties and nature of the
respondents in terms of type of business, gendewitah status,
education, and age. The paper uses ratio, gragible, and pie chart to
make the presentation more clear.

3.5.1. Nature of Self-employed Business
Table 2: Self-employed Respondents by Type of Bugss

No. | Name of No. Of Percentage
business observation (%)

1 Pharmacies 21 14

2 Beauty salons | 35 23.33

3 Daily laborers | 12 8

4 Barber shops 15 10

5 Photocopies 15 10

6 Small shops 44 29.33

7 Boutiques 8 5.33

8 Total 150 100

Sources: self-employed respondents for the questioes, 2015
As table 2 summarizes, the study categorized thwitees of self-
employed individuals in to seven groups. From ydes of businesses
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Small shops account for 29.33%, but in contrasthts, the smallest
share of business type is Boutiques which accdontenly 5.33%.

3.5.2. Gender and Marital Status of Self-employed

The gender and marital status of the respondenis gee table 3) that
male individuals are highly engaged in self-empleptactivity than

that of females. Out of the total of 150 self-enygld respondents,
68.66% are male and the remaining 31.33% are femdlereover,

table 3 shows that, most of the self-employed nedpot individuals

are unmarried. i.e. only 26.66% are married. Outhef total of self-

employed respondents’ unmarried individuals couat&# about 73.33%
that show a higher involvement, out of the totaD lelf-employed
individuals. This suggested that self-employmenttivdies are

concentrated in the hand of males, and unmarrigigidguals.

Table 3: Summary of Self-employed Respondents by Geer and
Marital Status

No. | Name of Number Number Number of | Number of

business of of Males | Married single
females individuals | individuals

1 Pharmacies 5 16 2 19

2 Beauty salon| 7 28 9 26

3 Daily - 12 1 11
laborers

4 Barberries - 15 8 7

5 Photocopies| 11 4 7 8

6 Small shops| 21 23 12 32

7 Boutiques 3 5 1 7

8 Total 47 103 40 110

9 Percentage | 31.33 68.66 26.66 73.33
(%)

Source: self-employed individuals responses foisgpenaires of the study;

2015

For more clear observation of female and maledi@pation in self-

employment activities, the detail is presentedhartas follows:
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Figure 3: Summary of Self-employed by Marital Stats and Gender

W males
| females
married

W unmarried

Sources: self-employed responses for thetipmesires

Female's and Male’s Participation in Self-employmen

The chart above (figure 3) shows higher males @pédiion in self-
employment activities than females. Out of the Itstlf-employed
respondents, only 31.33% are females. On the d¢thed, 68.66% of
self-employed respondents are males. Concerning th&e's
participation in the different types of employmexttivities, chart one
above shows slightly higher male's participationseif-employment
than in wage work. The chart shows low role of d&snin self-
employment activities than other employment categofThis is due to
low attitude of the society towards females.

Marital Status of Self-employment Respondents

Out of the total self-employed respondents, 26.@6&anarried. On the
other hand, only 73.33% of self-employed resporglene singles.
These result show marriage has a higher impacthwosing self-
employment as a career.

3.5.3. Educational Category of Self-employed

A good part of self-employment skills and qualitisseducation. It is
one of the influential factors as far as personaletbpment is
concerned. Education is the factor to improve #aeell of economic
performance of any business activities (Dawit, )998he data
collected from the respondents’ show that 92.5%hef respondents
attended formal education, 2.5% attended primahnpalc and 15% and
50% of them attended secondary school, preparatseiiool
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respectively; while 25% of them have attendedagytlevel education.
The data clearly show that the majority of self-ésypd come from
those individuals completed preparatory educatiod eould not get
passing marks to join university or technical aratational school.
This is due to lack of capital and assistance tdogdurther education
(see figure 4).

Figure 4: Summary of Self-employed Respondents byeducation
Category

60 -+
50 -
40 - H primary scool
M secondary school

30 -+

preparatory
20 m teritary
10 .
0 -

Sources; self-employed responses for the questicam

3.5.4. Age Category of Self-employed

The age distribution of self-employed respondertews that, the
average age for the total respondents is 31.08s#tattdard deviation of
8.55 and coefficient of variation of 0.275 in adulit the age of the
self-employed respondents’ ranges from 18 to 5% Fhows the age
required to engage in self-employment activitieslightly lower than
that required for wage worker. This can be dueht itnportance of
educational attainment to engage in wage work. éSipaid work
requires academic qualification, one has to speodtrof his age in
formal education. As a result, the minimum age eguto engage in
paid work can be higher than that of self-employim@ee statistical
summary table).
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3.6. Non-demographic Natures of Self-employed

3.6.1. Labor Participation

Self-employed respondents in the study area wesesasd with respect
to the generation of employment and the contrilbutio labor force.
Accordingly, 77.2% of the respondents created jppootunities for
family and hired labor and both while 22.8% of thdia not create job
opportunity for others. From table 4 below, 40%hotd labor got job
opportunities in respondents’ self-employed indigid. In addition,
12.6% of labor force came from family members. Timgplies the
contribution of family labor was also significanBut, among the
sampled respondents 24.6% of them did not give andor the
guestion (are missed answers).

Table 4: Summary of Self-employed Contribution to Enployment
Creation

Created job for othersNo. Of observations Percent
Family labor 19 12.6
Hired labor 60 40
Family & hired labor | 34 24.6
Total 113 77.2
Missed answers 37 24.6
Total 150 100.0

Sources; self-employed respondents for the questices

3.6.2. Previous Job Experience of Self-employed

Business experience of individuals most of the tpages the way to
start their own business. It is the main drivingcéofor the transfer of
know-how and skills. The sampled respondents shafsed table 5)
that 58% of self-employed respondents were lookiag private

business as an employee. And 20% of the respondests own

business operators. In addition, the study shovet 9% of the
respondents were government employees and 5.33Bemwf employed
in non-government organizations. But 6.66% of thlespondents
constitute those participated in different actestilike as house wife,
students, and unemployed, etc.
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Table 5: Summary of Experience of Self-employed

Previous job of self- | No. Observation Percentage
employed

Own business 30 20.0
Private workers 87 58
Government 15 10.0

In NGOs 8 5.33

Others 10 6.66

Total 150 100.0

Source: Self-employed response for questionnaires

3.6.3. Source of Starting Capital of Self-employke

Different self-employed individuals may have di#at source of
capital. These sources may include personal saviagilies or
relatives support, borrowed fund, and financial parp from
government and NGOs. The sample of self-employestl hfferent
source of capital at their starting period. Abo@%® of respondents
used their own personal saving to start the businéslditionally,
22.66% of self-employed have got their startingite@drom family
borrowing and 17.33% of them got from different roifinance
institutions. Out of these, 4.66% individuals haged both own saving
and borrowing fund from relatives. Only 3.33% oé tlespondents have
got funds from different sources such as NGOs, gowent supports,
and inheritance from families.

Table 6: Source of Starting capital of Self-employed

source of capital Observation Percentage
Own saving 78 52

Borrowed from families 34 22.66
Borrowed from micro | 26 17.33

finance

Own saving and 7 4.66
borrowed from relative$

Others 5 3.33

Total 150 100.0

Sources: self-employed responses for the questicam
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3.6.4. Source of Credit Services

To mitigate their operation problem an individualayn require
additional capital .i.e. credit services. This wbutnable them to
upgrade their production capacity and to expand #hesting
businesses. Accordingly, 62.6% of the respondesgs {able 7) have
got credit services from different sources whiled%% of them were not
benefit from credit services. The data in tabl&@wss that 35.3% of the
respondents got credit services from micro-finant&itutions and
17.3% got from credit associations. In addition, 8Pthe respondents
have got the credit services from relatives. Butyo®% of the
respondents got credit services from banks. Thidgue to lack of
collateral by many self-employed individuals. Theoment self-
employed individuals go to bank for credit, the lbarliged them to
bring collateral. Unfortunately, most of the seffy@oyed individuals
lacked collateral. As beginners they have no tdagdssets of their
own to use as collateral.

Regarding the remaining 37.4% of the respondent® e not
beneficiaries of credit services, they broughtetiéht reasons as why
they were not benefited. These includes lack dfataral, high interest
rate and no need are the major issues. Consequedt§% of the
respondents did not get credit services due to tdatollateral while
7.5% of them did not get credit due to high intemede charged by
Banks and other micro-finance institutions. Only 6#4he respondents
did not get credit services due to lack of collat@nd high interest rate
charged by Banks.

Table 7: Source of Credit for Self-employed

Source of credit Observations Percents
From micro-finance 53 35.3
From banks 3 2

From relatives 12 8

Credit associations 26 17.3
Total 94 62.6

Sources; self-employed response for the questicemai

3.7. Major Constraints and Problems of Self-emplged

In the promotion of self-employment activities, ig important to
identify the root constraints and designing appedpr policies to
address the problem of self-employment activitiekwever, the
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diverse nature of self-employment activities magate difficulties in
identifying the major ones.
Table 8: Major Constraints of Self-employed Rank

Ranking Lack of Policy Lack of working
constraints| capital/income | environment & | place or land

lack of

entrepreneurial

ability

Frequency| Percentfrequency | Percent Frequency Percent

Very sever| 75 50.0 15 10.0 22 14.4
Sever 30 20.0 37 24.6 23 15.3
Moderate | 26 17.3 26 17.3 45 30.0
No 19 12.6 72 48 60 40.0
problem
Total 150 100.0| 150 100.0 150 100J0

3.7.1. Lack of Capital or Income

The major source for any business is obviously niiea and the
availability of financial resources thus highly eehines the
productivity and development of any economic atitei From the
sample data, the majority(50%) of the respondeatked lack of
capital as the number one(sever) constraints td-esgbloyed

individuals while 20% of the respondents are rankedthe second
major constraints to their business. This impliest fack of capital is
the immediate and major problem of self-employetividuals in the

locality. For the simple reason that almost halftioé respondents
ranked it as the number one problem to their bgsinén addition,
17.3% of the respondents put lack of capital astlivel problem to

their business. Finally, 12.6% of the respondentslack of capital as
it is not their problem at all.

3.7.2. Policy Environment and Entrepreneurial Aility

Policies are the most valuable recourses with ig aountry. An
essential ingredient in the economic growth of aoyntry is the
existence of conducive policy environment. As shawrthe table 8,
10% of the respondents ranked policy environmend #ck of
entrepreneurial ability as the first problem toith@wvn business and
24.6% of them ranked as the second problem to thaimess. While
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17.5% of the respondents ranked as the third pmoldetheir business.
But the majority of the respondents (48%) of themked it as it is not
their problem.

3.7.3. Lack of Working Place

Lack of working place is also one of the cruciattéas which can
undermine the performance of self-employed. Aceuydio table 8,
14.6% of the respondents ranked lack of workingelar land as their
number one problem to their business. Meanwhile3%5of them
ranked it as the second constraint to their businesaddition, 30% of
the respondents ranked lack of working land asr ttierd problem.
While 40% of them choice it as it is not their pieoh at all.

3.8. Statistical Summary of the Determinants of &f-employment
Activities

Starting capital: only 50% of the respondents gave information about
their starting capital which ranged from a minimaf400 birr to 6450
birr with mean, standard devotion, and variabiliof 5395.04,
10752.35, and 1.99 respectively. The remaining 38%onates were
not interested in providing information about thaiitial income or
capital. The reason is not clear. From this, we wadgerstand that the
level of capital that is essential to start thaisibess is very low. So,
this limits individuals to expand the business thaye.

Gender: concerning gender, out of the total respondent6638 are
males and the remaining 31.33% are females showingqual
participation in income generating activities betwefemales and
males. This indicates that females™ participatiorself-employment in
the study area is very limited. And hence, therstexa gap in income
between self-employed women and men.

Marital status: out of the total respondents, 26.66% are marriedl a
the remaining 73.33% are unmarried. This can berpnéted as
marriage discourages individuals from taking parincome generating
activities. That is, unmarried individuals are mdiely to be self-
employed than married individuals. This is due he fact that most
individuals thought that self-employment is not meecure than being
wage worker.

Age: the average age for the total respondents is83&ith standard
deviation of 8.55 and coefficient of variation a2®@5. In addition, the
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age of the self-employed respondents ranges frot 58. This shows
that, the age required to engage in self-employraetitities is slightly
lower than that required for wage worker. This dan due to the
importance of educational attainment to engage agewvork. Since
paid work requires academic qualification, one toaspend most of his
age in formal education. As a result, the minimuge aequired to
engage in paid work can be higher than that ofesmiployment.

Current income: out of the total 150 respondents, only 89.33% are
willing to give information about their current imme level. Average
income of the total respondents is 2095.44 witinddead deviation of
2700.41 and variability of 1.2887 birr. On averaggf-employed
respondents have an income of 2095.44 Birr. Thasvshthe income
level which self-employed are generating is venyalrthat can lead
individuals to prefer paid work to self-employment.

Job stability: concerning job stability, the mean frequency ob jo
stability for the total 150 respondents is 0.98hwét1.560717 standard
deviation and variability of 1.60, which indicategher job stability in
self-employment activities than other employmentivéaes. This
shows that self-employment activities are more edtiis in opposite
to people’s perception.

Table 9: Statistical Summary of Determinants of Sé&lemployed

Variables No. of Percentage| Mean | SD CVv
observation| (%)
Self-employed 150 100 - - -
Males 103 68.66
Females 47 31.33
Married 40 26.66
Unmarried 110 73.33
Age 150 - 31.08 | 8.5526 0.2751
Current income 134 89.33 2095{42700.41 1.2887
4
No. Of times jobs 150 - 0.98 1.560717 1.5925
changed
Starting capital 75 50 5395.010752.35 1.993
4

Source; own calculation from the data obtained fr@spondents
SD= standard deviation.
CV= coefficient of variation defined as the ratibsbandard deviation
to the mean of the representative variables
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4. Conclusion

This study has attempted to shed some light onntitare of self-
employment in urban Ethiopia. Findings from the @ioal
investigation undertaken give some indication gwdt-employment is a
route out of unemployment rather than being somgthof an
entrepreneurial activity.

The development of small business (self-employraetivities) has got
undesirable attention both in developing and deyexo countries
although it plays a major part in all spheres aranic activities.

The sampled data show that the majority of selfleyga individuals
came from low income level of the sections. Thigplies that they
encountered a big problem of finance their dailgenses.

The nature of self-employment in terms of educatidrackground of
respondents suggest that the self-employed areransignificantly
less likely to come from those that have complebegher level
education. On the other hand, those with at mospgratory level
education are significantly more likely to form trelf-employed
defined broadly.

The two most frequently answers in connection vadif-employed
motives to start their business are governmentt@de@onducive
environment and personal interest to be self-enggoyAnd 97.5% of
self-employed individuals are satisfied with theirrent job. Average
income of the total respondents is 2095.44 witindded deviation of
2700.41 and variability of 1.2887 birr. This shoW® income level
which self-employed are generating is very smakit tltan lead
individuals to prefer paid work to self-employment.

About 52% of respondents used their own personahgao start the
business. Additionally, 22.66% of self-employed é&i@ot their starting
capital from family borrowing and 17.33% of themt gmom different
micro-finance institutions. Additionally the datdhosv that, about
62.6% of the respondents have got credit servicem fdifferent
sources while 37.4% of them were not benefit fraedit services. This
is because of lack of collateral, high interes¢ mtd no need for credit.
According to the sampled data, lack of capitalkla€ working land,
policy environment and lack of entrepreneurial igbivhich account
50%, 14.6%, 10% respectively are the major condti@i determinants
of self-employment activities.
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As far as the trend of self-employment activitycencerned, the data
from CSA show that self-employment activity in unb&thiopia is
increasing while unemployment is still remain ramipa

In addition to this, self-employed respondentshia study area were
assessed with respect to the generation of empiayraed the
contribution to labor force. This implies that sefhployment activities

are a major part as source of employment creatidhe study areas.

Concerning gender and marital status, out of thal teespondents
68.66% are males and the remaining 31.33% are é&smsthowing
unequal participation in income generating actegtbetween females
and males. This indicates that females  participatin self-
employment in the study area is very limited. Armoh¢e, there exists a
gap in income between self-employed women and mka.sampled
data also shows that, a out of the total resposgd@6t66% are married
and the remain 73.33% are unmarried. This can berpireted as
marriage discourages individuals from taking pannicome generating
activities. That is, unmarried individuals are mdiely to be self-
employed than married individuals. This is due e fact that most
individuals thought that self-employment is not meecure than being
wage worker.

5. Policy Implications

In developing countries such as Ethiopia, wherempieyment is
increasing from data to day, encouraging an indiaid to be self-
creative or being self-employed is very essentlakmployment in any
of developing countries like Ethiopia cannot bevedl by government
and private sectors alone. Therefore, promotingsealf-employment
activities is one means of combating unemploymentrban areas.
Unless unemployed individual create job for thewesl
unemployment cannot be reduced in urban Ethiopiberéfore,
according to this study, the following polices das useful for urban
Ethiopia.

Firstly, the usefulness of this segment of emplayméself-
employment) must be included in the curriculumhed tountry so that
it would be easy for any individuals to start besis and become self-
employed. In addition, if individuals are givenitiag at high school,
they can have know-how how to effectively manage am business,
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and they can be successful. This can create anrtopgy for young to

generate employment opportunities for themselvewedsas to other
peoples instead of looking for employment in gowaeent or private
sectors.

Secondly, polices that recognize and encourage rathe of self-

employed in the economy must be designed. They afwa&d of

government tax. Therefore, encouraging them to obefident in

themselves may be another incentive.

Third, as there is no enough information aboutdigmificant amount
of self-employed individuals in Addis Ababa, Thigams the role and
contribution of self-employed to the economy is emmiined and did
not added to GDP. Therefore, there is a need t@mesformation

systems that generate, document facts/data abdiHensgloyed

population.
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