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Abstract

Business Development Service (BDS) has been recognized as an important support
system for the development of the Micro and Small Enterprises (MSE) sector through the
provision of non-financial services aimed at overcoming obstacles, increasing efficiency,
and productivity. It has been provided through traditional, market, and integrated
approaches by various state and non-state actors in the past several decades resulting
in increased entrepreneurship and improved business practices. This study assessed a
particular set of BDS, training and technical assistance, provided by a specialized
Agency, the Entrepreneurship Development Center (EDC), for Micro and Small
Enterprises in the city of Addis Ababa, with the aim of measuring the impact of the
services for improvement and scalability. The research mainly used customer survey
administered to 148 respondents and in-depth interviews administered to 12 respondents
to assess the impact of the services and the approach used to deliver the services. The
results indicate 70%-90% satisfaction of each of the three training and advisory services
provided by EDC as well as almost 70% acquisition of 2 services and 40% acquisition of
all 3 services provided by the Centre. Furthermore, the findings indicate 20% increase in
capital and 17% decrease in generated employment for existing business while 61% of
respondents have started their businesses after service acquisition. Respondents have
also stressed on the need for access to finance and information as well as sector
specialized services as improvements to the BDS provided. The integrated approach
used to deliver the services has met the needs of an average of 84% of the respondents
taking the average of their responses for the three services acquired from EDC. The
approach has advanced the transition to the development of a BDS market by promoting
the services, training BDS advisors, and introducing innovative products to the market.
However, despite an average of about 74% of its customers being positive to and
confirming capacity for paying for its services, it has not started pricing its services or
developing separate products accessed through fees, making its advancement towards
market development a slow progress.
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1. Introduction

This chapter is structured in 6 sub-sections and gives an introduction to the research
problem, its backgrounds, justifications for conducting the research, specific questions
investigated and gaps addressed, and its significance from both a research and

programme development points of view.

1.1. Background

The course of human development in recent decades, has brought forth new global
socio-economic challenges, and with it, more innovative solutions to meet the
challenges (Berhe, 2009). Such factors as growing unemployment rates brought about
by economic recession and rapid urbanization have led to the growth of
entrepreneurship and the expansion of Micro and Small Enterprises (MSEs). This
development has a more visible effect in developing economies such as Ethiopia
where rapid rural-urban migration (especially to its capital, Addis Ababa) and a
relatively small employment market to accommodate the growing population, has led
to MSEs and informal sector in general to become the predominant income generating

activities with significant contribution to local economic development (Ageze, 2006).

Liedholm and Mead (1999) have suggested that despite the potential of MSEs to
reduce unemployment and alleviate poverty through entrepreneurship being
recognized by policy makers worldwide, its development as a key change agent has
been hindered by ever changing and complex business environment. This is also true

in Ethiopia where according to Ageba and Amha (2006), access to market and finance



has been the most important constraint preventing the MSE sector from fulfilling its
potential. In addition to that, lack of access to raw materials and intermediate inputs,
difficulties of accessing information, and lack of business skill have been identified as

critical challenges faced by MSEs (Mengistie, 2016).

Kapila &Mead, 2002 suggested that the challenges of MSEs can be addressed
through provision of financial services and non-financial services. The financial
services are referred as micro credits and the non-financial services such as improving
market access, infrastructure, policy advocacy, legal advice, consulting, training and
technical assistance, technology and product development, as well as business
incubation, are all collectively known as Business Development Services (BDS)
(Nichter & Goldmark, 2009). BDS can be delivered by a wide range of service

providers including government, NGOs, and private businesses.

In Ethiopia, both government and donor Non-Governmental Organizations (NGOs)
have given recognition to the potential of MSEs, the challenges faced by the sector,
and the financial and non-financial services necessary to incubate the sector. The
Government of Ethiopia has developed a Federal MSE development strategy in 1997
and established systems in various government structures to support MSEs in the
country (Berhe, 2009). In Addis Ababa, the overall support to the MSE sector is
facilitated by the Addis Ababa Regional Micro and Small Enterprises Development
agency (AA-ReMSEDa). The agency works with government and NGOs in providing
BDS to the MSEs under its jurisdiction. In most cases, BDS in Ethiopia has been

provided on a supply driven basis by government and donor BDS providers (Ageze,



2006). Nevertheless, the need for a market driven BDS has been recognized as the

way forward to ensure sustainable enterprises development in the city.

1.2. Statement of the problem

Researches done in Addis Ababa have established the positive role of existing
government and donor led BDS in reducing the challenges faced by the MSEs and
improving their performance (Abadr, 2015; Woldearegay, 2016; Seyoum, et.al, 2016).
Moreover, Berhe (2009) has stressed on the continuous and improved intervention of
government and donors in providing BDS to the MSE sector but also to ensure
sustainability through promoting market development approach to the services.
Kebede (2015), suggested that business training and advisory services provided by
the government institutions were generic, supply led, and not diversified enough to
meet individual MSE needs. Mengistie (2016) has also concluded that priority of BDS
provision should be the incubation of new ideas and technologies in order to improve
existing products and services. These three researches have all pointed out the need
for changing the approach of BDS delivery and recommended the market
development approach (demand led) to BDS as a solution to improve services in the
sector. However, the MSE sector in Addis Ababa has not been able to access the
commercial (demand led) BDS providers because of lack of awareness and lack of
resources to procure the services, thus creating a vacuum between demand and

supply (Ageba & Amha, 2006).

The Entrepreneurship Development Center (EDC) is one of a few up and coming

institutions using a new approach of combining market with traditional elements to
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introduce new consultancy and training services for the MSE sector. This mixed
approach has especially been available for the MSE sector in Addis Ababa since
2013. It has become a viable option to address the need for quality services, the
problem of affordability by target customers (MSESs), and the gradual push towards
commercial BDS provision. Up until the end of 2017, it has over 8,600 BDS customers

around the country out of which about 2,600 of them are in Addis Ababa (EDC, 2017).

While there is a wealth of literature addressing the impact, sustainability, and outreach
of the Traditional and Market Development approaches in Addis Ababa, knowledge
on blending the two approaches has been left open by previous researchers. In this
regard, this research is intended to assess the impact of EDC’s approach to BDS,
particularly its services in training and technical assistance in start-up toolkit, business
operations & human resource management, marketing, finance & accounting, and
business plan development from its contribution to solving MSEs challenges and
identify future potentials for the sector. Apart from addressing the knowledge gap, the
research intends to investigate the approach’s success or failures in meeting the

demands of EDC’s MSE customers in Addis Ababa.

1.3. Aims of the research

This research aims to assess the impact of the training and technical assistance BDS
provided by the EDC towards improving the performance of its customer MSESs in
Addis Ababa, in order to identify areas for improvement. It also aims to evaluate its
blended traditional and market development oriented approach to examine the

potential for a BDS market.



1.4. Proposed Implications of the Research

In Addis Ababa, a city where 96.3% of all licensed enterprises are MSEs, the provision
of sustainable BDS for this predominant sector is of paramount importance. The
findings of the research have the potential to help decision makers in the BDS sector
to develop and provide more sustainable services and get a better perspective on how
to effectively develop commercial BDS to meet customers’ demands. Furthermore,
the findings of the research can create better understanding on the achievements,
risks, and opportunities of a combined traditional and market development approach

in paving the way for a commercial BDS in Addis Ababa, Ethiopia.

Moreover, the research helps fill the knowledge gap of a blended approach to BDS
from a project management perspective, particularly in the areas of business
innovation and planning, supply chain & quality management, and problem solving &

change management.

1.5. Research Questions
The main research question addressed by the research is: how can the training and
technical assistance BDS provided by the EDC contribute towards better satisfaction

of is customers in Addis Ababa, Ethiopia?
Specific questions include:

f What are the merits and demerits of this blended traditional and market

development approach to BDS, used by the EDC?
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1 Have the customers applied the BDS to their businesses and have they
experienced business benefits resulting from it?

1 Are the customers of the EDC satisfied with the provided BDS?

1 Do the customers have need for more specialized BDS either in its current non-

commercial mode or commercial mode?

1.6. Research Objectives

The following are the objectives that this research intends to achieve.

1 To search and critically analyze relevant literature to the research

1 To identify the research gap from the gathered literature

1 To identify a suitable research method and design to address the research gap

1 To collect data as per the research method and design

1 To measure the gathered data and present it in a way that addresses the
research gap

1 To recommend solutions or improvements on the problem based on the

research findings

1.7. Proposed Methodology

The research uses both primary and secondary sources of data to investigate the
problem thoroughly. Secondary sources for the research are gathered from past
researches done on BDS provision and published data sources from the EDC and

other parallel organizations. Primary data is collected using mixed method research



approach which uses both qualitative and quantitative methods in parallel. The
guantitative method predominates in the research while the qualitative method
complements the data gathered through the quantitative method. The quantitative
method employed in the research is a survey questionnaire distributed to the
customers of EDC. The qualitative method employed is an in-depth interview of
selected clients and BDS consultants from EDC. The detailed description of the

research methods is covered in the third chapter of this research.

1.8. Scope of the research

The scope of the research is geographically limited to BDS customers of one service
provider, the Entrepreneurship Development Center, within the city of Addis Ababa.
Out of the vast services provided by the Center, the research focuses on assessing
training and technical support BDS in start-up toolkit, business operations & human
resource management, marketing, finance & accounting, and business plan
development, as provided to its customers in the last 5 years. Apart from its service

provision, the research also focuses on its service approach as well.

1.9. Foreseen Limitations

At this stage, the research assumed its limitations to be the lack of accurate figures
and studies to the number of MSEs that are not supported by the government as well
as potential unwillingness from respondents to provide accurate data on their incomes

due to suspicions thus leading to underestimated or overestimated data.



1.10. Structure of the Dissertation
There are six chapters in this research paper. The first chapter introduces the problem
with relevant background information and the purpose of the research. The second
chapter identifies gaps of the problem through defining concepts of BDS and describing
types and approaches of BDS programmes. The third chapter describes the research
design and methodologies selected for this research. The fourth chapter presents the
findings of the investigation. The fifth chapter focuses on discussing and analyzing the
findings on the performance of the BDS provision and approach used by the selected
supplier. The last chapter deals with the conclusion of findings, limitations of the study,

and recommendations.



2. Literature Review

This chapter begins by defining the concepts of Micro and Small Enterprises (MSESs) and
Business Development Services (BDS), then passing to the origins and types of BDS and
its role in the development of MSEs. The three main approaches in the delivery of BDS
has also been discussed in detail in the subsequent chapters. In the last section,
conceptual frameworks for investigating the two main aspects of the research, the
effectiveness of the integrated BDS approach and the assessment of service application

and satisfaction by customers, has been forwarded to form a basis for data collection.

2.1. Definition of Concepts

2.1.1. Micro and Small Enterprises (MSES)
Various literature have defined MSEs using different parameters. Some of the most
common criteria used to define them are: the sector of investment, value of the assets of
the enterprises, the size of their workforce, paid up capital or invested capital, their

revenue, and total balance sheet.

The Donor Committee (2001) categorized MSEs in terms of their sectors as operating
exclusively in the manufacturing, industrial, agro-processing, services, and trade sectors.
The European Union and the World Bank define MSEs in terms of the size of their

workforce and total balance sheet as seen in the tables below.



Type of Enterprise | Size of Workforce | Total Balance Sheet

Micro Less than 10 Less than € 2,000,000

Small Between 10-49 Between € 10,000,000- €49,000,000

Table 2.1. European Union Definition of MSEs (EU, 2003)

Type of Enterprise | Size of Workforce | Total Balance Sheet

Micro Less than 10 Less than US $100,000

Small Between 10-50 Between US $100,000- 3,000,000

Table 2.2: World Bank Group’s definition of MSEs (Donor Committee, 2001)

The working definition of MSEs in Ethiopia is also based on size of workforce and paid
up capital. It has followed the definitions of the World Bank and made updates based on
inflation and exchange rate fluctuations. The definition differentiates between sectors.
The most recent updated version outlined under the Federal MSE development strategy

is presented in the table below.

Type  of | Sector Size of Workforce | Total Balance Sheet

Enterprise

Micro Industry <5 < 100,000 ET Birr (Approx. US $3700)
Service <5 < 50,000 ET Birr (Approx. US $1,850)

Small Industry 6-30 < 1,500,000 ET Birr (Approx. US $55,500)
Service 6-30 < 500,000 ET Birr (Approx. US $18.500)

Table 2.3: Revised Definition of MSEs in Ethiopia (MoUDH, 2016)
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2.1.2. Business Development Services (BDS)
Business Development Services (BDS) are non-financial services provided to MSEs at
different stages of their operation (Kapila & Mead, 2002). They are services that can
stimulate MSEs’ growth in profitability and value creation while also improving the
performance of the enterprises, their access to markets, and ability to compete (Donor
Committee, 2001). BDS help MSEs to overcome barriers, to access higher market share,
and to increase profitability through increased productivity (Barisic, 2004). The services
are provided with a fee, with a subsidized fee, or without a fee by individuals, private
businesses, business and cooperative associations, NGOs, or government agencies.
Miehlbradt & McVay, (2003) explained further that BDS are both strategic focusing on

medium and long term issues and operational addressing day-to-day issues.

There are no different views as to the concept of BDS but there are some services which
some include in the collective term while others discard them. Vandenberg & Sievers,
(2007) stated that BDS encompasses training, consultancy and advisory services,
marketing assistance, information, technology development and transfer, business
linkage promotion, and linkages to finance and financial services. Nichter & Goldmark
(2009) further specified BDS as comprised of technical and managerial assistance;
developing, adapting, and promoting new technologies; promotional assessment and
support; providing a physical infrastructure; and advocating decision makers for policies

in favor of MSEs.
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2.2. Overview of the MSE Sector and Challenges Faced.
MSE development has been recognized to have an important role in promoting and
sustaining economic growth and equitable development around the world (Barisic, 2004).
The rapid urbanization observed in both developed and developing countries in recent
decades and the comparatively small urban employment markets, have led to rise of
entrepreneurship and the development of MSEs to become the primary providers of urban
employment (Brijlal, 2008). The sector has proven to have the capacity to assimilate great
number of semi-skilled and unskilled labor migrating to the urban areas thus becoming
an important sector for reduction of unemployment (Nichter & Goldmark, 2009). In urban
areas across Ethiopia (especially in Addis Ababa), MSEs are the predominant forms of
survival and income generating activities with significant contribution to local economic

development (Gebregziabher & Demeke, 2005).

Today, MSE’s constitute 97% of all firms in Ethiopia, Mexico, and Thailand; and 96% of
all firms in USA, becoming incubators of labor intensive technologies and sources of
employment for a large section of urban dwellers (Berhe, 2009). The sector is
characterized by large number of entrepreneurs, easy entry, efficient use of resources,
equitable distribution of income, geographical diversity, requiring small startup capital,
use of labor intensive techniques, reliance on non-formal training and knowledge transfer
such as apprenticeship and on-job training, and financing by personal and family

resources (Ageze, 2006).

MSEs are operating in a dynamic and complex business environment influenced by
globalization, which pushes constantly for greater efficiency and effectiveness creating

the need for MSEs to adapt and acquire more resources to survive in the market (Donor
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Committee, 2001). In developing countries especially, MSEs’ growth and adaptation to
changing market conditions are highlighted by remoteness to various services,
challenges in accessing information, finance, and lack of institutional support (Kapila &
Mead, 2002). According to Liedholm & Mead (1998), the major constraints to MSE growth
are lack of access to finance, marketing challenges, working and sales space constraints,
attitudinal challenges, and institutional coordination problems. There is a growing
tendency by stakeholders to promote and upgrade MSEs through facilitation of credit and

BDS (Miehlbradt, et.al, 2001).

In Ethiopia, recognizing the impact of MSEs in advancing broader development goals, the
Federal MSE development strategy (1997) planned to progressively advance MSEs into
medium and large enterprises through provision of financial and non-financial support
(MoUDH, 2016). Nevertheless, as of 2011, a large number of MSEs had dissolved and
only about 1% of the enterprises were able to grow into medium and larger levels
(Seyoum, et.al, 2016). Reasons given for this were, lack of access to finance, the low
level of awareness the MSEs have of recent technologies, lack of business skill, the
limited access to capital, and the limited access to market. According to Ageba and Amha
(2006), access to markets and finance are the most important constraints of the MSE

sector.

2.3. Origin of BDS
The role of MSEs for the growth and development of national economies has been
recognized by policy makers since the 1970s, when the World Bank set up special funds
for Small Enterprise Development (Liedholm & Mead, 1998). The sector was recognized

to have the potential for increasing employment generation and income growth. The focus
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was to use MSEs as an engine for industrialization in developing countries and thus the
support of donors was directed towards providing financial and non-financial assistance

to this development (ILO, 1997).

In the late 1970s and 1980s, the focus of small enterprises development expanded to
better utilize existing community resources supported by external assistance through
microfinance (Kapila & Mead, 2002). The role of BDS evolved to be a tool to ensure
repayment of loans and as a precondition to secure loans from the Micro Finance
Institutions (MFIs). Thus the sustainability of the BDS sector was assured through the
MFI’'s drive for profitability (ILO, 1997). The BDS provision, however, was dependent on
the MFIs profitability and liable to be scaled down if found to be adding more to their

operating costs (Kapila & Mead, 2002).

In the late 1990s, after realizing that MSEs were not growing to achieve their potential by
primarily focusing on microfinance, there was a paradigm change to the approach to BDS
(Miehlbradt, et.al, 2001). The Committee of Donor Agencies for Small Enterprises
Development was formed to advocate for making BDS available to all small enterprises
and ensure its sustainability through commercializing the sector (Donor Committee,
2001). This would be made possible at the turn of the 20" century by increasing the
capacity of local BDS suppliers in developing countries to provide more affordable
services at the customer BDS’s demand (Kapila & Mead, 2002). The wider role of BDS
was further outlined to encompass the creation of an enabling environment for the growth
and prosperity of MSEs, bringing quality and standards to MSEs, providing flexible

services based on the immediate needs of the MSEs for better success, and the provision
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of continuous operational skills support to ensure the growth of the enterprises to reach

their potential (Miehlbradt & McVay, 2003).

Emerging thoughts on MSE development in the last two decades point to Enterprise
Development as an integrated approach through which BDS also holds a key role in
bringing about overall MSE growth and sustainability (Vanderberg & Sievers, 2007).
Enterprise Development is considered a way of formalizing, organizing, and licensing the
informal sectors to have the capacity to contribute to national economic growth (Berhe,
2009). It is recognized by donors and national governments to be an engine for
industrialization. Enterprise Development has three main interventions namely policies,
financing, and BDS (Nichter & Goldmark, 2009). Enterprise development has been
implemented in developing countries through national programmes focusing on the
reduction of poverty and unemployment, through which the type and role of BDS has

been defined according to the programme goals (Seyoum, et.al, 2016).

2.4. The Role of BDS in MSE Development
Activities related to MSE’s establishment, growth, improving efficiency and
competitiveness of enterprises are important for their development (Vandenberg &
Sievers 2007). Improving efficiency refers to better infrastructure, business process,
technology, and machinery which can increase production and give better market access
(Nichter & Goldmark, 2009). According to Miehlbradt & McVay, 2003, performance of
MSEs could be enhanced to meet present market demands through Business
Development Services such as consulting, training and technical assistance, market

access, bookkeeping/accounting, infrastructure, technology and product development,
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policy advocacy, input supply, legal advice, business incubation, and alternative financing
mechanisms. These efforts could improve their competitiveness and improve their

position in local and international markets.

Furthermore, BDS has greater impact on MSEs when applied as a strategy to wider and
integrated development goals (Ageze, 2006). In the process of meeting the challenges
faced by MSEs, BDS also serves to achieve broader development goals like
environmental protection, women empowerment and gender equality, and sustainable
livelihood (Tsuboyama & Tan, 2009). Berhe, (2009) suggests that the sum total of all the
efforts of the various actors in BDS delivery assure a participatory and sustainable growth
in the MSE sector. The major actors in BDS delivery are the client small enterprises, the
BDS providers or service suppliers, specialized state and intellectual organs who facilitate
the space for effective BDS practice, donors of BDS programmes, and government who
sets rules and regulations for the sector (Mengistie, 2016). In summary, BDS is not only
seen as an instrument to empower and promote MSEs, but also as a tool to address

market failures.

2.5. Types of BDS
Business Development Services are made up of different subject areas relevant to the
needs of MSEs (Donor Committee, 2001). They can be of both formal and informal nature.
While informal BDS are those accessible through relatives, friends, employees, suppliers,
clients and partners; formal BDS are offered on a transactional or institutional basis, by
public or private sector institutions, private consulting firms, with the use of special

arrangements, conditions or contracts (Miehlbradt & McVay, 2003).
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The services may be offered with a fee covering the whole or part of the service or free
of charge. The non-commercial BDS is more supply driven, motivated by fulfillment of the
objectives of the supplier Organization and use of allocated budget (Ageze, 2006). It
addresses general issues not necessarily related to individual MSE’s current needs and
is less concerned with quality and sustainability (Vandenberg & Sievers 2007). The
commercial BDS is more demand driven and thus the supplier, motivated by making
better profit, will provide better quality service and address key and current issues
(Miehlbradt & McVay, 2003). It is generally regarded as a more sustainable way of

providing services (Donor Committee, 2001).

BDS can also be differentiated based on their objectives as strategic and operational
(Miehlbradt, et.al, 2001). The operational services are more day-to-day and are services
necessary for the foundation and operation of the Enterprise such as registration,
equipment and subcontracting activities (Miehlbradt & McVay, 2003). The strategic
services are more long term and are services necessary for growth and improvement of
the Enterprise through increasing productivity, reducing the costs, accessing more

profitable markets, etc. (Miehlbradt & McVay, 2003).

The Donor Committee for Small Enterprise Development (2001) has identified seven

categories for BDS as outlined in the table below.
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BDS Categories

Examples of BDS

Input Supply

linking MSEs to input suppliers; improving suppliers’ capacity to
provide regular supply of quality input; facilitating the
establishment of bulk buying groups; information on input

supply sources

Market Access

Marketing businesses, development of samples for buyers, forming
market linkages, trade fairs and product exhibitions, subcontracting
and outsourcing, showrooms, marketing trips and meeting, market
research, providing market information, market space development

, packaging, advertising

Technology and
Product

Development

Financial and taxation advice, accountancy and bookkeeping,
feasibility studies and business plans, exchange visits and business
tours, management training, technical training, counselling/advisory

services, legal services, franchising, mentoring

Infrastructure Business incubators; transport and delivery; storage and
warehousing; money transfer; courier; information via print, radio,
TV; telecommunications; internet access; computer services;
secretarial services

Training and | Quality assurance programmes, technology transfer or

Technical commercialization, linking MSEs and technology suppliers,

Assistance equipment leasing and rental services, facilitating technology

procurement, design services
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Alternative Factoring companies that provide working capital for confirmed
Financing orders

Mechanisms

Policy/Advocacy | Training in policy advocacy, analysis and communication of policy
constraints and opportunities, direct advocacy on behalf of MSEs,

sponsorship of business conferences, policy studies

Table 2.4: Categories of BDS (Donor Committee, 2001).

2.6. BDS Delivery Approaches
There are two major approaches identified by various literature in the provision of BDS.
These are traditional (supply driven) interventions and market development (demand
driven) interventions (Miehlbradt, et.al, 2001). Furthermore, a third approach, the
integrated approach, has been suggested as a transition approach towards market
development (Miehlbradt & McVay, 2003). This, however, is not recognized as an

independent approach in many literature (Ageze, 2006; Berhe, 2009; Park, et.al. 2008).

2.6.1. Traditional Approach
According to the Donor Committee (2001), the traditional approach to BDS delivery refers
to the direct provision of BDS to MSEs, free of charge or with full subsidies and through
public institutions or other NGOs. These programmes are often created in developing
countries to help MSEs to develop and sustain their enterprises, in the face of challenging

market circumstances and the lack of affordable (or any) private BDS suppliers (Liedholm
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& Mead, 1998). According to Miehlbradt & McVay (2003), these programmes usually take

the form of subsidies, loans and short term assistance.

These services are provided by the government and NGOs free of charge or at subsidized
cost making it very attractive to MSEs who do not have the finance to afford BDS
(Tsuboyama & Tan, 2009). This traditional approach has its roots in the origin of BDS in
the latter decades of the 20" century and has been frequently employed in many
developing countries in Africa, Asia, and South America (ILO, 1997). Park, et.al, (2008)
has indicated that market imperfections negatively affect MSEs making it necessary for
government to provide support to MSEs for their survival and ability to compete with larger
and established enterprises. Brijlal (2008) also indicated that leaving the MSE sector
without the support of government or donors will have negative effects on their growth
and survival. Similarly, there are several studies conducted which indicate the positive
role of existing government and donor led BDS interventions on both Federal and
Regional level to reduce the challenges faced by MSEs and bring about growth and
improved performance as per the integrated Federal MSE development strategy (Abadr,
2015; Woldearegay, 2016; & Seyoum, et.al, 2016). The referred literature all establish the

role of Government and Donors in balancing negative market effects on MSEs.

Critics of the approach however suggest that the approach does not have institutional
sustainability as public and donor funds are always limited and also leads to government
monopoly over the services (Kebede, 2015). Miehlbradt & McVay (2003) suggests that
the approach creates dependency of MSEs on government and donors and beyond that
prevents commercial BDS suppliers from entering the market. Also, the traditional

approach is seen as a wholesale solution to MSEs without consideration of their diversity
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in problems faced, educational achievement, work experience, gender and household
factors, business size, business sector and location, and technology employed which
affects the outcomes of the interventions (Abadr, 2015).
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Figure 1.1: Traditional Approach to BDS (Ageze, 2006)

2.6.2. Market Development Approach
This approach refers to the provision of BDS by private sector suppliers in a competitive,
unsubsidized, and ever evolving market, in which the customer MSEs identify the supplier
of their choice from a wide selection of available products and purchase it at will
(Miehlbradt & McVay 2003). The approach aims to remove protectionism and promote
healthy business competition among capable BDS suppliers (Ageze, 2006). According to
the Donor Committee (2001), the competition allows for the promotion of BDS services
through various marketing mechanisms leading to more awareness of the MSEs to the
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available products on the market and paves the way for the growth of a more sustainable
BDS market. The approach assumes that BDS sustainability can only be ensured through
commercializing the services and is characterized by dynamism in strategies and
technologies, diversity of products, and demand driven growth (Vanderberg & Sievers,

2007).

The market development approach emerged in the 1990s as an alternative to the
traditional approach after the latter approach was criticized for not taking market factors
(demand and supply) into consideration, leading to failures in making impact (ILO, 1997).
Compared to microfinance, where institutions where the incentive of value for money
pushes the institutions to provide quality service to the small enterprises, the BDS sector
was neither growing nor achieving results in outreach, impact, efficiency, or sustainability
(Kapila & Mead, 2002). The 2001 donor committee meeting accepted the failures of the
traditional approach and advocated for support to the private sector (commercial) BDS
providers to encourage them to support MSE growth and development. The market
development approach is thus a response to the poor quality of BDS provided through
the traditional approach and in contrast, encourages MSESs to procure services according

to their capacity and willingness (Miehlbradt and McVay, 2003).

Even though the approach advocates for a greater role of the market in promoting BDS,
several literature indicate that there’s still a place for government and donors to contribute
through this approach (Berhe, 2009). According to Nichter & Goldmark (2009), the role of
subsidized BDS from government and donors should be capacity building of BDS

suppliers, creating stages to bring customers and suppliers together, making information

22



accessible to consumers and suppliers’ alike, promoting market research, and performing

monitoring and evaluation on the market progress.

From national development perspectives, the market development approach is
considered as a sub-field to Enterprise and Private Sector development, which seek to
help small enterprises to participate in and benefit from existing as well as potential
market in which they do business (Tsuboyama & Tan, 2009). In this regard, BDS is
considered as one of the three main Enterprise Development interventions (policy
advocacy and financing being the other two) which are aimed at boosting the private
sector (Berhe, 2009). Nevertheless, the market development approach as faced
challenges mainly from government interventions preventing the blossoming of a
commercial BDS market, but also from consumers’ lack of awareness of the needs and
potential benefits for the services through this approach (Woldearegay, 2016). MSEs lack
of financial capacity to procure the services and the lack of alternative means of financing

for the services have also inhibited the approach from full implementation (Kebede, 2015).

There are critics of this approach however, who suggest that in an effort to make profit,
the commercial BDS suppliers focus on Small and Medium Enterprises (SMEs) who have
better capacity to pay for the services rather than MSEs (Park, et. al., 2008). As a result,
a major segment of the sector remains without access to these suppliers due to lack of
procurement capacity (Seyoum, et.al. 2016). Abadr (2015) also suggests that commercial
BDS suppliers may address business aspects such as product development, trainings,
consultancy, marketing, etc., but they have not yet developed the capacity to address

issues in business premises, equipment leases, and policies.
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Figure 1.2: Market Development Approach to BDS. (Donor Committee, 2001)

2.6.2.1. BDS Market Development Practices
In contrast to traditional approach where donors and government actors work with
selected local NGOs or state administrative bodies to provide BDS programmes, the
market development approach involves policy makers and the service suppliers in the
market (Ageze, 2006). According to Miehibradt and McVay (2003) and Donor Committee

(2001), the following have been identified as good BDS market development practices

U Providing technical assistance and incentives to BDS suppliers to encourage them

to enter the market rather than direct financial subsidies
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U Beginning each intervention with a thorough market assessment

U Balancing BDS interventions by ensuring the intervention matches the market
realities. If subsidies are necessary for the suppliers, then it should be for areas
that reduce the BDS cost like pre-intervention assessment and post intervention
follow-up.

U Focusing on goal oriented approach that aims to create a sustainable BDS market
in a defined timeframe

U Keeping a low profile to bring about natural market development which is flexible
to market trends

U Defining and separating the roles of the BDS suppliers (providers) and the Service
facilitators (support teams helping create an enabling environment for suppliers to
function).

U Ensuring mass participation of suppliers to foster the development of healthy
competition and improving efficiency

U Ensuring that BDS facilitators and suppliers develop a transactional relationship to
warrant value for money

U Fostering coordination and cooperation among all donors and policy makers who

are working to bring about BDS market development

2.6.3. Integrated Approach to BDS
It is difficult to follow market development approach in an economy where there is scarcity
of BDS suppliers and an MSE sector with little knowledge of its BDS needs or available

products on the market (Berhe, 2009). Several researches and Donor led initiatives in the
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last two decades have proposed that the role of donors and government should be the
capacity building of local BDS suppliers to be able to provide quality on demand services
to client micro, small and medium enterprises (Donor Committee, 2001; Miehlbradt &
McVay 2003; Vandenberg & Sievers, 2007). According to Park et.al (2008), these
initiatives have to be supported by developing affordable and more efficient products,
raising the awareness of customers on the available products, making up-to-date
information ready and accessible to customers, and creating guidelines for service
delivery. Beyond strengthening BDS suppliers/providers, this approach creates BDS
facilitators whose roles reside in doing market research, creating information portals for
both customers and suppliers, advocating for service efficiency and enabling government
policies, and building the capacity of suppliers (Ageze, 2006). Therefore, this approach
brings closer decision makers in government and donor bodies, with BDS suppliers, and

customers (Woldearegay, 2016).

In an effort to develop a more sustainable BDS market, this approach bridges the positive
aspects of the two approaches with the aim of transitioning into market development in a
defined period in time (Miehlbradt & McVay 2003). According to Tsuboyama & Tan
(2009), this transition features measured donor and government intervention through
strengthening of institutions facilitating and providing BDS and the formation of market
linkage between customers and suppliers with the aim of moving towards development
of a sustainable BDS market. This approach is recommended to developing countries
and widely advocated by donors such as UNDP, UNIDO, UNCTDA, and GIZ (Donor

Committee, 2001).
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Figure 1.3: A framework for integrated approach to BDS in Ethiopia (Ageba & Amha,

2006)

2.7. BDS in Ethiopia
According to the Ethiopian Business Development Services Network (EBDSN, 2004),
BDS facilitation has been introduced to the Country since 2001 by about 30 public, private
and commercial business development institutions. BDS has been a key component for
MSE development in the Country’s two Growth and Transformation plans (GTPs) from
2011-2020 (FeMSEDA, 2016). The plans stipulate for BDS support to MSEs in 3 stages

of development (startup, growing-middle, and mature), since the needs of the enterprises
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at each of the three stages are different. The government of Ethiopia preferred to organize
BDSs, industrial extension services and one stop shops in government structure at least
to achieve the targets listed in the first GTP (MoUDH, 2016). The scope of BDS provision
by government and donors covers provision of working premises and infrastructure,
facilitating technology and production development services, facilitating market access,
input supply services, managerial and technical training, and access to finance
(FEMSEDA, 2016). Still, by the end of the 15t GTP in 2015, BDS was less prioritized to

microfinance (Seyoum, et.al, 2016).

Much of the BDS provision is donor based, provided free of charge, and largely on the
supply driven basis due to low awareness of the importance of the services, less value
given by enterprises to the services, and resulting less demand (Seyoum, et.al, 2016).
The service providers in both government and NGO sectors have limited capacity limiting
their outreach. Their service provision is not based on established needs of the target

MSEs rather based on the availability of the programmes and funds (Mengistie, 2016).

BDS market development in the country is still at an infant stage due to unaffordable
products on the market by the handful of commercial BDS suppliers, insufficient
expression of demand from the MSE sector, and unwillingness to pay for the services
available (Woldearegay, 2016). The BDS market still needs to be stimulated by

government and donors (Mengistie, 2016).

Key government actors in the provision of BDS in Ethiopia are the Federal Micro and
Small Enterprises Development Agency (FeMSEDA), the Federal Technical and
Vocational Education and Training Agency (FeTVETA), the Ministry of Urban

Development and Construction (MUDC), and the Ministry of Trade and Industry (MoUDH,
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2016). Key Donors in the provision of BDS in Ethiopia are the German Organization for
Technical Cooperation (GlZ), United Nations Industrial Development Organization
(UNIDO), and the United Nations Development Programme (UNDP) (FeEMSEDA, 2016).
Key social enterprises and donor programmes providing BDS in Ethiopia are, The Women
Enterprise Promotion Centre (WEPC), International Labour Organisation (ILO), the Addis
Ababa Chamber of Commerce, Enterprise Ethiopia, Ethiopian Women Exporters Forum,
UNIDO Micro and Small Enterprise Development Programme, and Pro-Pride Ethiopia
(Mengistie, 2016). Besides the above, since 2015, there are mushrooming business
incubators such as Ice-Addis, XHub Addis, and Blue Moon, which are introducing

innovative BDS in an integrated approach in Addis Ababa.

2.8. The Entrepreneurship Development Center
The Entrepreneurship Development Center (EDC) is the executive arm of the
Entrepreneurship Development Programme, a UNDP initiative implemented in
partnership with the Ethiopian Government (EDC, 2018). The programme launched in
2013, aimed at identifying growth oriented MSEs and potential entrepreneurs, equip them
with entrepreneurial and business skills & competencies and empower them to launch,
run, and operate sustainable, competitive, and profitable businesses (EDC, 2017). lIts
established products include diversified and customized entrepreneurship trainings for
startups and existing businesses; customized business development services for
individuals and groups; and the provision of capacity building trainings for
entrepreneurship and BDS advisors and trainers (EDC, 2018). The Centre promotes its

services through word of mouth advertising and retains customers through provision of
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diverse products at the customers’ convenience. It has supplied BDS to over 2,600

customers in the city of Addis Ababa between 2013 and 2017 (EDC, 2018).

The Business Development Services are modeled as integrated one-stop solution for
training and consultancy and offered in group sessions and one-to-one basis (EDC,
2018). The short term group trainings revolve around 5 topics; business start-up toolkit,
business plan development, marketing, business operations and human resources
management, and finance and accounting (EDC, 2018). The trainings are based on
established needs through extensive assessment conducted before the programme
launch and address core issues faced by the clients in their day-to-day business. The
one-to-one BDS consultancy include numerous topics based on the customer’s needs
including (but not restricted to) export development, sub-contracting, joint ventures, credit
sourcing, loan monitoring, franchising/ licensing, product diversification, market link

development, and expanding market penetration (EDC, 2017).

The Centre has its headquarters in Addis Ababa and maintains regional offices in 4 other
cities throughout Ethiopia for greater outreach of needy MSEs. The Center, whose
programme is fully funded until the end of 2020, aspires to become a Centre of excellence
for Entrepreneurship and BDS in Ethiopia after its donor funded programmes phase out.
It aims to be the leading provider of Commercial BDS in the Country and promote market

development approach to the provision of the services.
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2.9. Conceptual Framework for the Research
Integrated approach in BDS service delivery is adopted as a transition from traditional
approach to market development approach (Tsuboyama & Tan, 2009). This approach
helps donors and practitioners to promote BDS in the small enterprises market, test the
efficiency of BDS programmes, improve service design and delivery strategies, and

create more sustainable and demand driven BDS market (Miehlbradt & McVay 2003).

Several literature indicate that there is no fixed way for Integrated BDS practice, rather
the cumulated experiences of various donors and practitioners which is then shared with
other donors, practitioners, and academics for the purpose of learning and improving
practice (Ageze, 2006; Kebede, 2015; Woldearegay, 2016). There are still many
guestions and debates regarding the approach, especially surrounding the assessment
of BDS market variables and translating the knowledge into increasing customer
satisfaction and improving service efficiency. Therefore, the assessment of additional
programmes, learning from those programme experiences, and sharing the lessons
learned as a result, will help in increasing understanding regarding the approach. The
researcher has summarized the processes involved in improving service provision

approach in the figure below.
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Figure 1.4: Framework for improving effectiveness of Integrated BDS approach

Similarly, the research draws from the Performance Measurement Framework (2001), a
conceptual framework for measuring impact on the customers of the customized training
and technical assistance BDS provided by the EDC. The framework allows for
measurement of commercial BDS as well as programmes in transition from traditional to
market development approaches (Miehlbradt, et.al, 2001). As the EDC is working through
an integrated approach, the framework can be applied to assess the impact of the
services for improving the performance of its client MSEs. The conceptual framework

used to assess service impact on customers is stated in detail in the table below.
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Concept Variables Indicators

Increased BDS Customer satisfaction with BDS

acquisition b
a y Percentage of repeat customers

customers

Increased Reasons for satisfaction and repeat acquisition of BDS

Impact .
P Increased  customer | Percentage of customers who applied the acquired

application of BDS services

Increased customer | Percentage of customers who experienced business

benefits from BDS benefits as a result of the services

Table 2.5: Performance Measurement Framework for increased impact. (Miehlbradt,

et.al, 2001)
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3. Research Methods

This chapter discusses the research philosophy, approach, strategy, and methods of data
collection employed in the research and gives justification for the every choices made
under the sections. It also discusses data analysis, reliability and validity, and ethical

issues.

3.1. Research Philosophy
Research philosophy is a term relating to how a researcher views the world around
him/her (Bhattacherjee, 2012). It is concerned with the nature and development of
knowledge (Saunders, et.al. 2009). Every research is influenced by the philosophy
guiding it and the philosophy itself is determined by the research questions the research

is seeking to answer (Knox, 2004).

3.1.1. Characteristics of Research Philosophies
There are three major characteristics of research philosophies. These are epistemology,
ontology, and axiology (Bhattacherjee, 2012). Epistemology deals with the qualifications
and criteria which make certain knowledge acceptable within a field of study (Knox, 2004).
Ontology is concerned with the nature of reality and how it is perceived by researchers
(Knox, 2004). Axiology deals with the values of a researcher and the roles played by

these values in shaping the research process (Saunders, et.al, 2009).
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3.1.2. The Four Pillars of Research Philosophies
There are 4 major pillars of research philosophy: Positivism, Realism, Interpretivism, and
Pragmatism. According to Bhattacherjee (2012) positivism is a philosophy adhered by
natural scientists who prefer to reach universal conclusions and establish order in the
development of knowledge while interpretivism sits on the opposite end advocating on
the recognition of the uniqueness of individual experiences as determined by their social
roles. Realism is a philosophy which understands the existence of objects independent
of people’s knowledge as in their exact state or through the perception of people to the
existence of those objects which is subject to their social conditioning (Saunders, et.al,
2009). Pragmatism gives precedence to the nature and needs of the research questions
to determine the appropriate philosophy or philosophies to approach a research paving

the way for the use of two or more research philosophies together (Bhattacherjee, 2012).

3.1.3. Research Philosophy Chosen in the Research
A research may be composed of different research questions which require different
research philosophies, methods, and approaches (Knox, 2004). Therefore, the
researcher believes that adequate investigation of the research questions is best
achieved through pragmatist philosophy of approaching the research from the
consideration of the research questions. This allows for answering each research
guestion through multiple perspectives and the use of widely accepted and replicable
mixed research methods (both quantitative and qualitative) to collect and interpret data.
The research also has a positivist point of view in its use of universally acceptable
research methods to get maximum accuracy or results and to allow for future duplication

in similar researches. It also follows subjective understanding of reality since the principal
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variables (MSEs and BDS) are co-dependent in the market development and integrated

approaches influencing one another for existence and growth.

3.2. Research Approaches and Methods
Research approaches are the means employed or path chosen to reach results or
conclusions in a research (Knox, 2004). According to Saunders (et.al, 2009) this is

achieved through inductive discovery or through deductive proof.

3.2.1. Summary of Major Research Approaches
Deductive approach to research devotes all resources to the testing of hypothesis and
reaching conclusions which refute, confirm, or modify the hypothesis while inductive
approach allows for the gathering of data, analysis of the data for the identification of
patterns, and forming conclusions based on the findings (Knox, 2004). Deductive
approach is mostly employed in scientific researches and allows for a well comprehensive
examination of the hypothesis to reach conclusive results while inductive approach is
mostly employed in social science researches which deal with social constructs which are

too flexible to be examined through rigid hypothesis (Saunders, et.al, 2009).

3.2.2. Research Approach Chosen for this Research
The approach used in this research is purely inductive since the research questions
require the gathering of large amount of data to be analyzed for patterns of behavior which
may produce conclusive generalizations. The customer application, benefits, and
satisfaction of acquired services are variables which need thorough examination of

customers and their businesses in order to identify patterns. The scalability of the service
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and the effectiveness of the approach used to deliver the service is again a domain which
requires the investigation of the chain of the service and the path it has followed to

understand the merits and demerits of the approach and reach a conclusion.

3.2.3. Summary of Research Methods
Primary data can be gathered using qualitative, quantitative, or mixed research methods
depending on the particular research questions asked by a research (Saunders, et.al.
2009). A guantitative approach helps to gather numerical data from the subjects using
statistical analysis to reach tangible conclusions and is a specific and well-structured
approach which assures accuracy in measurement and classification (Bhattacherjee,
2012). Conversely, qualitative approach helps to gather data in descriptive illustration as
experienced by the research subjects and helps for detailed investigation of a topic
through a flexible, non-linear, and non-sequential mode of enquiry (BaSkarada. 2014).
Mixed methods research approach uses both quantitative and qualitative approaches in
parallel or in sequence in the same research with one of the two methods usually being

the dominating method employed in the research (Bhattacherjee, 2012)

3.2.4. Research Methods Chosen for this Research
In this research, primary data is gathered through mixed research methods using both
gualitative and quantitative methods to attain a more accurate data. Nevertheless, the
guantitative method is the predominant one used in the research while the qualitative
method complements the data gathered through the quantitative method. Mixed methods
are used in this research because of the necessity to collect data from both service
providers and customers. It was also necessary to use qualitative methods to collect in-

depth data to fill gaps within the data collected through the quantitative method and to
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give more meaning to the relationship between the quantitative variables generated from

the closed-ended responses from the quantitative data collection tools.

3.3. Methods of Data Collection

The research question, research objectives and the nature of the variables under
investigation usually drive the choice of measurement strategy for data collection.
Therefore, selection and proper implementation of the appropriate research method is of
great importance in addressing the research problem at hand. In order to achieve the
objectives of the study, alongside the different data collection tools, both primary and

secondary data sources are used in the research.

3.3.1. Subjects of the research
The subjects of the study are the training and technical assistance BDS customers of the
EDC in Addis Ababa. These are MSE operators located in various parts of the City. They
are diverse in age, gender, education, and business operations but have all been
customers of EDC for 1-5 years. To complement the data gathered from these subjects,
additional data will also be collected from MSE operators who have experienced other

BDS providers and the BDS consultants of the EDC as well.

3.3.2. Subject selection procedure
Simple random sampling is used to select the respondents for the quantitative method.
This sampling method involves the researcher selecting sample randomly from the
sample frame (research subject population) using a random numbers table, a computer

generated database, or an online random number generator (Saunders, et.al. 2009). This
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sampling technique is relevant to this research because the survey in the research uses
closed ended questionnaire which does not require face-to-face contact between the
researcher and the respondents. An online random numbers generator (research
randomizer.com) was used to select respondents objectively from a table of 2600
research subjects. The site is provides general random numbers from a given range of
numbers which is adequate enough for this research (Research Randomizer, 2018). EDC
did not disclose their entire client database but used the random numbers given by the

researcher to select the corresponding client names for distributing the questionnaires.

Purposive sampling is used to select respondents for the in-depth interview. This
sampling method is used when other sampling methods cannot get a balanced
representation of the population and allows researchers to identify respondents with
ample information regarding a research topic thus increasing fair representation of the
data gathered (Guest, et.al. 2006). In this research, the client sample respondents
selected through this method are clients who have been clients for a longer time than
others and have experienced BDS from various service providers. The BDS consultants
selected as sample respondents for in-depth interview have significant experience
working under the traditional, market development, and integrated methods of BDS

delivery and are able to give detailed information regarding the research questions.

3.3.3. Secondary data collection

Secondary data is collected by reviewing published and unpublished documents,
including archival documents from the several responsible government and non-

governmental organizations. Afterwards, the secondary data is triangulated with the
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primary data in a way that the data collected from these two distinct sources

complimented.

3.3.4. Primary data collection

Primary data is collected using quantitative and qualitative methods. The quantitative
method used in this research is a survey. This method allows for the collection of the
necessary amount of data from a large population efficiently (Saunders, et.al. 2009). The
subjects of the research are diverse in education, business types, gender, and geographic
location in Addis Ababa. Nevertheless, they are all business owners or start-ups who
have received similar management skills training and consultancy services. Therefore,
the large size of the population and the consistency of services acquired by the customers
make quantitative approach more valid for this research. The data for this study is
gathered using 3 field-workers hired by the researcher to distribute questionnaires, give
explanations to the respondents, and collect the questionnaires upon completion.

The qualitative methods used in this research are in-depth interview of selected
customers and BDS consultants at the EDC as well as participant observation of BDS
intervention activities at the Centre (EDC). In-depth interview of the BDS consultants
allows for a holistic understanding of the services provided, challenges encountered, and
future plans. The in-depth interview of selected customers who have experienced other
modes of delivery gives an understanding to their perceptions of the method of service
delivery and their attitudes to commercial services. Participant observation of active BDS
interventions like trainings and one-to-one consultancy services allows for a firsthand
experience of the value of the services and an understanding of the integrated method of

service delivery.
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3.3.5. Instruments for collecting data
The quantitative instrument of data collection used in this research is a closed ended
guestionnaire delivered by hand to each respondent and collected after they complete it.
This questionnaire type is accurate for the particular subject population because of its
large size and similar acquisition of services. It is also valid for this research because
research questions asked are related to customer satisfaction and application of services
acquired (attitudes and behavior) and service provision approach (opinions). The delivery
by hand to each respondent and later collection also guarantees maximum response rate.
Furthermore, the questionnaire format uses the conceptual framework indicated in the
second chapter of this research, which is the Performance Measurement Framework

(PMF) for BDS, as a guide (Miehlbradt, et.al, 2001).

The survey used is a closed-ended questionnaire distributed to 93 respondents. This
sample size is selected from a total population of 2600 BDS customers of EDC using an
online sample calculator (SurveyMonkey.com) and assumes a 10% margin of error and
95% confidence level. With higher sample size, the confidence level growth and the
margin of error falls but this sample size was selected given time and manpower
limitations and with the belief that the. Furthermore, the use of this particular online
sample calculator is a decision through key informant recommendations and not

exhaustive of other websites.

The gualitative instruments used are in-depth interview and participatory observation. The
interview follows a semi-structured interview guide with a list of themes to explore further
in the face-to-face discussions with the selected key informants. This is used in

conjunction with participant observation since the theme for the interviews are chosen
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from the observations of the researcher during presence and patrticipation in active BDS
interventions. Through participant observation, the researcher is able to identify
dependent and independent variables on the service approach and use them for further
investigation through in-depth interview. The number of respondents necessary for the
collection of data using this method is dependent on the quality of data collected and the
potential redundancy of responses which leads to a saturation point (Guest, et.al, 2006).
The researcher collects data through in-depth interview through 12 respondents or until
data saturation stage has been achieved whereby the collection of additional data will
simply be a redundancy. The researcher approaches the BDS consultants for the
interview through selection with the EDC liaison officer while the clients are chosen by
the researcher based on their experience of BDS acquisition. The data from the interview
is collected using a tape-recorder and notebook and the interviews for the BDS
consultants takes place at their office while the interviews for the clients takes place at
their place of business. This data is mainly used to analyze further and interpret the data

generated via the survey questionnaire.

3.4. Data analysis and presentation
The research uses mixed methods of analysis to categorize and code the data gathered
from both primary and secondary sources to address the research questions. Since the
research employs data and methodological triangulation, the primary data gathered
through the survey, in-depth interview, and participant observation and the secondary

data gathered through different literature is used to complement one another.
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The customer satisfaction, service application, and service scalability analysis covers the
group trainings and the one-to-one consultancy BDS provided by the EDC to its clients,
while the analysis on the service provision approach and market potentials covers
integrated BDS approach and future transformation towards the development of a BDS

market.

The data collected is organized, analyzed, and presented with the use of SPSS
(Statistical Package for Social Sciences) generated charts and tabular presentations

which increase the quality of the result (SPSS, 2018).

3.5. Reliability and Validity
This research uses multiple methods which are subject to threats of validity and reliability.
The potential threats of the methods and the strategy used to address these threats have
been discussed below.

1 Secondary data used: Reliability and validity of data gathered from secondary
sources is affected by the authority or reputation of the sources of the data
(Bhattacherjee, 2012). Secondary data in this research has been gathered from
past researches mainly obtained through peer reviewed journals, annual reports
of major donors and government offices, and graded and published dissertation
papers. Furthermore, the researcher has cross-checked data obtained from one
source with multiple other sources to increase reliability and validity.

1 Quantitative method used: Validity and reliability of survey method is easily

assured by the universality of the method and its uniform application of the
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techniques of collecting data across all researches (Saunders, et.al. 2009). The
researcher has explained the sampling techniques and tools used in the research
document and will attach the survey instrument used in the annex section of the
document. Furthermore, the data analysis method is also discussed in the
document and will be further displayed in the findings and discussions section of
the document.

1 Qualitative method used: Participant observation and interview

o Data collected through participant observation has the highest threat to
validity and reliability because there is a great deal of interaction and the
observed person’s bias towards the thought of being observed (Saunders,
et.al. 2009). Nevertheless, the researcher uses participant observation only
to understand the regular interactions among small business owners and
BDS consultants, to compare the behavior to the secondary literature
obtained from the EDC, and to understand the nature of the businesses of
random clients to get a better understanding to develop interview guides
and questionnaires.

o Interviewer bias occurs when the person conducting the interview inserts
his/her thoughts and comments through verbal and non-verbal reactions
and through the way the questions are asked, thus swaying the
interviewee’s response to a particular question (Bhattacherjee, 2012). The
researcher prevents this bias by ensuring the respondent divulges as much
information as possible by giving the respondent enough space and time

and asking follow-up questions to dig deeper into the responses.
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3.6. Ethical Considerations

Securing informed consent of research participants is among the binding ethical principles
guiding the conduct of any research undertaking. The study, thus, is conducted in
consideration of all ethical issues of a research. To achieve this, the researcher secured
permission for undertaking the research with letters of cooperation written from Robert
Kennedy College to the Entrepreneurship Development Center (EDC), followed by a letter
of cooperation from the EDC to sample respondents which described recognition of the
researcher and request for full cooperation. Participants are briefed about the purpose of
the study and asked for their informed consent to be involved in the study, after showing
a copy of the letters of cooperation. In addition to the informed consents, the researcher

uses pseudonym where necessary to insure the confidentiality of the research subjects.

45



4. Research Findings

This chapter presents the findings related to the research questions of the research and
based on the methods presented in the previous chapter. The data was collected from
the clients and consultants of EDC. Out of the 157 sample respondents identified for the
collection of quantitative data, 148 participated in completing the administered
guestionnaire. Furthermore, 9 clients (from among the same sample of the above
respondents) and 3 BDS consultants participated in the in-depth interviews for the
research. The data presented under the sub-chapters are mainly based on the
guestionnaire (see appendix 1) and using interview generated data for further expansion

on the findings.

4.1. Socio-economic characteristics of the respondents

4.1.1. Age and sex of respondents
According to the survey result, 52.7% of the respondents were female while the remaining
47.3% were male. Out of the four age groups under which the respondents were
categorized, the highest number of respondents fall in the 30-39 years age category
constituting almost 42% of the total. Interviews to BDS team have indicated that women
have benefited slightly more from targeted trainings and consultancy services given by
the EDC’s Women Entrepreneurship Programme and more from partnership

programmes with a financing institution (Enat Bank).

The table below summarizes the age and sex distribution of the respondents.
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Sex of respondents

Age of respondents | Male | Percent | Female | Percent | Total | Percent
20-29 9 12.9% 24 30.8% 33 22.3%
30-39 31 44.3% 31 39.7% 62 41.8%
40-49 20 28.5 19 24.4% 39 26.4%
50-59 10 14.3 4 5.1% 14 9.5%
Total 70 100% 78 100% 148 100%

Table 4.1: Age-Sex distribution of respondents

4.1.2. Respondents education levels and positions held in the businesses

The respondents were given a 7 educational categories in the questionnaire out of which

the respondents fall into the 4 categories indicated in table 4.2 below. The highest level

of education attainted by the majority of the respondents were the TVET level certificates

and 15t Degree. Interview results also indicate that the majority of customers have either

university degrees or TVET certificates and diplomas.

Furthermore, the survey indicates that out of 119 valid responses, 98 have indicated

ownership of their own businesses, 17 indicated to be hired managers, and 4 were sub-

contractors in the businesses they are currently working (table 4.2). Interview results have

also shown that ownership of business takes the form of sole proprietorship, partnership,

or family business.
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Education categories Frequency | Percent
Secondary School (Grade 10) Complete | 23 15.5
Attained TVET (Levels 1-3) Certificate 57 38.5
Attained First Degree 50 33.8
Attained Second Degree 18 12.2
Total 148 100

Table 4.2: Highest level of education attained by respondents

4.1.3. Respondents business classification and sectors
The respondents businesses were categorized based on two main variables, one based
on the sector of business (or type of activity) and the other based on paid-up capital
classification (table 4.3). Accordingly, 5 main sectors of business were given in the
guestionnaire as indicated in table 4.3 (see below), with highest number of respondents
businesses falling under the ‘services’ sector. The interviewed respondents businesses
also fall under this category and comprise specifically of café and restaurant businesses,

daycare centers, catering businesses, retail shops, and professional services.

Furthermore, the survey indicates that out of 96 valid responses based on current capital
of their businesses, 44 were categorized as micro businesses with capital of below
100,000 Et.Birr while the remaining 52 were categorized as small businesses with capital

between 100,000 — 1,500,000 Et.Birr (table 4.3).
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Interviews with the BDS team from EDC have also established that the target customers
for all the services they provide have always been MSE’s according to the FeMSEDA

definition but medium enterprises have also received services on special cases.

Sector of Business | Frequency Percent
Manufacturing 25 16.9
Construction 14 9.5
Trade 22 14.9
Urban agriculture 13 8.8
Services 68 45.9
Total 142 95.9
Missing data 6 4.1
Grand Total 148 100

Table 4.3: Business classification of respondents based on business sector

4.2. Business characteristics and demographics of the respondents
and their businesses

4.2.1. Age of businesses
The ages of the respondents businesses were divided into five categories as indicated in
table 4.4 below, with a significant number of businesses either not yet established or

between 2-3 years of age. Respondents who are in the “not established yet” category are
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startups in search of funding, startups still on project development stage, and failed or

changing businesses.

Duration of Business Frequency | Percent
Operation

Not established yet 41 27.7

< 1lyearold 19 12.8
2-3 years old 40 27

4-5 years old 32 21.6

> 5 years old 12 8.1
Total 144 97.3
Missing data 4 2.7
Grand total 148 100

Table 4.4: Age of businesses of respondents

422. Capi t al and monthly turnover of responden
The respondents all had varying amounts of startup capital for their businesses which has
either grown or plunged since establishment. Despite the caution of many respondents
from sharing financial details of their businesses, the questions were still completed by
96 respondents. 16 of the 96 valid responses indicate startup in the small enterprises
classification which has grown to 46 at current time. The remaining 80 respondents

started up as micro enterprises which at current period shows a status reduction to 44.
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The data collected also shows that 6 respondents businesses have grown to medium

status. Table 4.5 displays the startup and current capital of the respondents’ businesses.

Business

Classification

Start-up capital

Current capital

Capital category (In Et.Birr) Frequency | Percent | Frequency | Percent
Medium > 1,500,000 - 0 6 4.1%
1,000,000 - 1,500,000 2 1.4% 3 2%
500,000 - 1,000,000 4 2.7% 7 4.7%
Small 250,000 - 500,000 2 1.4% 16 10.8%
100,000 — 250,000 8 5.4% 20 13.5%
50,000 — 100,000 16 10.8% 23 15.5%
Micro 25,000 - 50,000 33 22.3% 17 11.5%
< 25,000 31 20.9% 4 2.7%
Total 96 64.9% 96 64.9%
Missing data 52 35.1% 52 35.1%
Grand total 148 100% 148 100%

Table 4.5: Start-up and current capital of respondent’s businesses

The current monthly turnover of the respondents’ businesses is classified into four

categories. Out of 72 valid responses, 34 have a monthly turnover of less than 5000

Et.Birr, 12 businesses have turnover between 5000 — 15,000 Et.Birr, 14 businesses have

turnover of 15,000 — 25,000 Et.Birr, and the remaining 12 businesses have turnover of

more than 25,000 birr (table 4.5).
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4.2.3. Number of employees under respondents businesses

Findings on the number of employees under respondent’s businesses have been

classified based on the FeMSEDA — MSE definition which classifies businesses with less

than or equal to 5 employees as “Micro” and businesses with 6 — 30 employees as

“Small”. Accordingly, taking valid responses as reference, 23.4% of the respondents have

small businesses which have currently generated full time employment to 6 — 30 staffs

per business while 76.6% of the businesses are micro businesses which have generated

full time employment to up-to 5 staffs per business. Table 4.6 summarizes the full time

and part time employment generated by the respondents businesses during startup and

now.
Number of Number of full time Number of part time | Number of full time | Number of part
employees | employees when the | employees when the | employees time employees
business started business started Now now

Frequency | Percent

Frequency | Percent

Frequency | Percent

Frequency | Percent

</=5 57 93.4% 40 100% 52 76.6% 46 95.8%
6-30 4 6.6% 0 0 15 23.4% 2 4.2%
Total 61 100% 40 100% 67 100% 48 100%

Table 4.6: Employment generated by respondents businesses at startup and now

4.3.

Reasons for acquisition of BDS by respondents

4.3.1. Awareness of the subject areas before the acquisition of BDS

The respondents’ prior awareness/ knowledge of the subject areas of the services

acquired was inquired in the questionnaire and their responses summarized in Table 4.7
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(see below). The majority of respondents indicated that they had little or no knowledge of
business plan development, marketing, business operations, human resources
management, and finance and accounting. The respondents’ knowledge of business

start-up toolkit is somewhat even. One of the interviewed respondent stated:

Coming from a lengthily public hospital employment, my background education and work
experience have taught me little about the concepts or practices of accounting and
finance, human resources management, business planning, and business operation

management.

The interviews with the BDS team also indicate that the group BDS trainings are
especially designed with the assumption that customers need the basic principles on the

respective subject areas to better examine the situation in their specific businesses.

Subject area Extremely | Somewhat | Somewhat | Extremely | Total
not well not well well well respondents
Business start-up toolkit 6 64 63 1 134
Business plan development 18 69 46 2 135
Marketing 14 67 44 3 128
Business operations 20 77 32 2 131
Human resources management | 9 81 39 0 129
Finance and accounting 18 64 37 3 122

Table 4.7: Respondents’ awareness of the services subject area before the acquisition of

BDS
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4.3.2. Reasons for the acquisition of BDS
The majority of the respondents cited recommendation from friends or colleagues as a
major factor for their requirement of the BDS while a significant number also cited starting-
up and/or expanding their businesses and the free nature of the service provision as pull
factors for their acquisition of the services. Furthermore, other reasons given for the
acquisition were requirements by government and non-governmental lending
organizations (Banks, MFIs, and NGOs) as loan preconditions and the close geographic
proximity towards the service providers. Table 4.8 summarizes the factors that led to

respondents’ acquisition of the services.

A summary of interview responses also suggests sufficient business plan, finance and
accounting procedures, marketing strategy, business operation manual, and human

resources management policy as reasons for seeking professional help.

Reasons Yes No % Yes
My business was growing and | needed the services 12 136 | 8.1%
| just wanted to try it without knowing its benefits 24 124 | 16.2%
Because it was free 70 78 47.3%
Because a friend or a colleague recommended it 108 40 73%
To start-up businesses and/or expand my business 82 66 55.4%
| saw a problem in my business that needed outside help 29 119 | 19.6%
Others 12 136 |8.1%

Table 4.8: Respondents’ reasons for the acquisition of BDS
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4.4. Acquisition of BDS from EDC

4.4.1. Acquired services and acquisition period
All of the respondents in the survey have indicated that they have received a 6 day
entrepreneurship development training from EDC. Furthermore, 67.6% of the
respondents have indicated that they have received one-to-one business consultancy
service from EDC consultants for a period of 4 — 9 months per client. Respondents who
have acquired the service as of the mid 2016 have acquired group BDS training services
on top of the other two services. These respondents have indicated that they selected
and acquired trainings from the available list of options based on their current needs and
convenience. Table 4.9 summarizes the services acquired by the respondents from EDC

from 2013 — end of 2017.

Yes No
Acquired Services Frequency | % Frequency | %
Entrepreneurship development training 148 100 |0 0
One- to- one business consultancy service 100 67.6 | 48 324
Group BDS training and consultancy 59 39.8 | 89 60.2

Table 4.9: Number of respondents who have acquired BDS from EDC

The survey also indicated that 43% of the respondents acquired the majority of the
services in the last two years, while the remaining 57% of the respondents acquired the

services 3-4 years ago (table 4.9).
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Furthermore, an interviewed BDS consultant has revealed the following:

The service duration for entrepreneurship development training to be 6 days, group BDS
trainings 3-5 days for each (Business startup toolkit, business operation and human
resources management, finance management, marketing, and business plan
development), and the allocated period for one-to-one consultancy for startups is 6-9

months while for established businesses is 4-6 months each.

4.4.2. Reasons for acquiring BDS from EDC
The survey shows that the majority of the respondents (85%) identify recommendations
by friends and colleagues for acquisition of BDS from EDC. They also identify the free
provision of the services (54%) and their lack of knowledge of other suppliers (52.7%) as
second and third reasons for their choice of EDC for the acquisition of the services. Table

4.10 summarizes the reasons the respondents chose EDC for getting BDS services.

Furthermore, the survey also indicated that a vast majority of the respondents (89%)
identified the word of mouth recommendations from past trainees as the key factor for
deciding to acquire the services from EDC. The remaining 11% of the respondents
indicated their own online searches, newspaper advertisement by EDC, and the requests
by lending institutions (mainly the “Enat Bank”) as push factors leading them to choose

EDC for the fulfillment of their BDS needs (table 4.10).

According to the interviews conducted with the BDS team, EDC used to advertise its
services on mass media around the time of establishment but since 2015, word of mouth

advertising and website have been the key sources of information for potential clients.
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Reasons Yes No Missing data | % Yes
Because it has a good reputation 9 134 |5 6.1%
Because it was the closest to my business 3 140 |5 2%
Because it was the only one | know 78 65 5 52.7%
Because the advertisement convinced me 20 123 |5 13.5%
Because it was free 80 63 5 54.1%
Because it was highly recommended by 126 18 4 85.1%
friends/ colleagues

Table 4.10: Respondents reasons for acquiring BDS from EDC

4.5. Satisfaction of services acquired from EDC

4.5.1. Satisfaction based on prior expectation
The survey indicates that compared to their prior expectations from the services, more
than 65.5% of the 148 valid responses are somewhat satisfied while 29.1% are extremely
satisfied with the entrepreneurship development training acquired from the EDC.
Furthermore, out of the 103 respondents who acquired the one-to-one business
consultancy services, 79.6% of the respondents were somewhat satisfied while 12.7%
are extremely satisfied with the acquired service. Lastly, out of the 58 respondents who
have acquired group BDS training and consultancy services, 79.4% are somewhat
satisfied while 15.5% are extremely satisfied with the acquired services. Table 4.11
summarizes the findings on respondents satisfaction based on prior expectations from

the EDC.
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Subject area Extremely Somewhat Somewhat Extremely
dissatisfied dissatisfied satisfied satisfied Remarks
Frequency | % | Frequency | % Frequency | % Frequency | %
Entrepreneurship | O 08 5.4 95 65.5 43 29.1
development
training
One- to- one 0 0|8 7.7% | 82 79.6% | 13 12.7% | Only 103
business respondents
consultancy acquired the
service service
Group BDS 0 013 5.1% | 46 79.4% | 9 15.5% | Only 58
training and respondents
consultancy acquired the
services

Table 4.11: Respondents satisfaction based on prior expectation from the BDS acquired

from EDC

An interview conducted with one customer, further explains

Improved business innovation and networking are primary benefits of the entrepreneurship

development training; learning basic business concepts and adapting scientific business

management systems are the primary benefits of the group BDS trainings; and business

expansion and product and service improvement are primary benefits of the one-to-one

consultancy services.
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452. The role of the BDS acquired in meet.

businesses
According to the survey, out of 140 valid responses, 76.4% indicated that the
entrepreneurship development training acquired has somewhat met the basic needs of
their businesses, while 12.2% indicated that they have fully met the basic needs of their
businesses and the remaining 11.4% have indicated that the training has somewhat not
met the basic needs of their businesses. The interviews conducted with selected
customers also describe the trainings as ‘eye-opener’ to the potentials of their business

and furthermore observed behavioral changes in the way they conduct their businesses.

Moreover, out of 103 valid responses given on the one-to-one business consultancy
service, the survey indicates that 81.6% indicated that the service has somewhat met the
basic needs of their businesses; 6.7% indicated that they have fully met the basic needs
of their businesses; and the remaining 11.7% have indicated that the service has
somewhat not met the basic needs of their businesses. The interviews conducted again
indicate the mentorship the customers received from their assigned consultants in
improving their businesses, seeking and acquiring loans, expanding their market, refining

their services and products,

Lastly, out of 54 valid responses given on the group BDS training and consultancy, the
survey indicates that 82% indicated that the service has somewhat met the basic needs
of their businesses; 4% indicated that they have fully met the basic needs of their
businesses; and the remaining 14% have indicated that the service has somewhat not

met the basic needs of their businesses. The interviews conducted with some of these
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respondents also highlights that they have grasped the basic principles of planning,
marketing, book-keeping, managing business operations, and human resources.
Nevertheless, some have failed to adapt these principles to their respective business

realities.

453. The role of the BDS acquired in maki

competitive
According to the valid responses, 77.2% of the respondents indicated that the
entrepreneurship development training acquired has somewhat improved the
competitiveness of their businesses by increasing their innovation, self- motivation, and

networking (table 4.2).

In addition, 74.4% of the valid responses indicate that the one-to-one business
consultancy services have somewhat improved the competitiveness of their businesses.
Interviews conducted with customers also suggest the guidance from the consultants has
given them the edge against their competitors by improving their resource utilization,
access to information related to market and finance, and overall business management

(table 4.2).

Lastly, the group BDS training and consultancy has also somewhat improved the
competitiveness of their businesses as well with reservations regarding the adaptability
of the concepts acquired to the competitive realities they face in their day-to-day business

(table 4.2).
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Subject area Extremely not | Somewhat not | Somewhat Extremely
improved improved improved improved Remarks
Frequency | % Frequency | % Frequency | % Frequency | %
Entrepreneurship | 0 0 9 7.3% | 95 77.2% | 19 15.5% | 123 valid
development responses
training
One- to- one 0 0 24 242% | 74 74.4% | 1 1.4% Only 99
business valid
consultancy responses
service
Group BDS 0 0 9 20% 32 71% 4 9% Only 45
training and valid
consultancy responses
Table 4.12: Respondents view of the role of the BDS acquired in making their

businesses more competitive

The survey also indicates that in ranking the services acquired from EDC, 113

respondents have indicated that the entrepreneurship training had the most impact on

their businesses while placing one-to-one consultancy second and group BDS training

and consultancy third. 28 respondents have indicated the one-to-one consultancy

services to have the most impact on their businesses while placing entrepreneurship

development training second and group BDS training and consultancy third. 7

respondents have indicated the group BDS training and consultancy to have had the most

impact on their business, while placing one-to-one consultancy service second and

entrepreneurship development training third.
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4.5.4. Respondents view of the need for more services
The survey indicates that out of 148 respondents, 113 believe that the BDS received from
EDC are enough to satisfy their business needs. However the remaining 35 do not believe
in the sufficiency of the services to their business needs. Accordingly, 12 have indicated
that access to finance should be provided by EDC, 10 have indicated that the one-to-one
business consultancy service should be more intensive and provided for a longer time, 5
have indicated that the trainings are more suitable for start-ups and not for more mature
businesses, 4 have indicated that the subject areas covered by the trainings should be
more diverse, and 4 have indicated that the services sector is given less attention in the
trainings and thus should be more diversified. Interviewed respondents further add that
regular access to information even in the form of periodic subscriptions could help their

businesses to be constantly updated with the current market environment.

4.6. Acquisition of BDS from other suppliers
The survey indicates that out of 143 valid responses, 21 have taken entrepreneurship
development trainings from other BDS suppliers than EDC, 20 have acquired one-to-one
business consultancy services from other suppliers, and 26 have acquired group BDS

training and consultancy from other suppliers.

The survey also indicates that of the respondents who have acquired services from other
suppliers, 14 have indicated that they have received the services from government
institutions, 7 from NGOs, 10 from private business consultants, 14 from friends and
family, and 2 from their business partners/colleagues. Interviewed respondents have

pointed out that they have prior experience of purchasing services such as legal services,
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tax consultancy, and product advising while receiving entrepreneurship, leadership and
management trainings from NGOs, and getting startup consultancy from government

“one-stop” shops helping them in getting awareness of laws and regulations.

Out of 37 valid responses, the survey indicated that 10 are extremely satisfied with the
entrepreneurship development training provided from the other BDS suppliers than EDC,
23 have indicated that they are somewhat satisfied, while 7 are somewhat dissatisfied.
Out of 41 valid responses, 17 have indicated that they are somewhat satisfied with one-
to-one business consultancy services acquired from other suppliers more than EDC while
24 have stated to be somewhat dissatisfied. Lastly, out of 27 valid responses given, 3
have indicated to be extremely satisfied with the group BDS training and consultancy
acquired from other suppliers more than EDC, 14 are somewhat satisfied, while 10 were

somewhat dissatisfied with the services acquired from other suppliers compared to EDC.

Interviewed respondents have based their opinions on overall customer approach and in
particular to the one-to-one business consultancy to describe the better customer service,
one-to-one attention, and follow up they received from EDC compared with the other

suppliers they have experienced. Furthermore, one respondent pointed out:

The time taken to diagnose their (and their bt

the consultant is sufficient and is a unique feature of the EDC style.

Nevertheless, several other respondents have also pointed out that EDC’s approach is a
bit too rigid to satisfy their need for more engagement time than 4-9 months, continuous

development of services matching their progressive needs, and more diversified services.
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4.7. Opinions on commercial BDS
Two questions were asked in the survey inquiring the respondents’ opinions, given certain
conditions, on purchasing the services they have acquired from EDC for free. Table 4.13

summarizes the responses from the survey.

Yes No Missing data
Opinions Frequency | % Frequency | % Frequency | %
If there was no free BDS provider 92 62.2% | 53 35.8% | 3 2%
nearby, would you purchase the
services acquired from EDC
If you had the capacity, would you 132 89.2% |7 4.7% |9 6.1%
purchase the services acquired from
EDC

Table 4.13: Respondents view of paying for the services acquired from EDC

Some of the reasons given for willingness to pay for the services were, the positive role
of the acquired services in respondent’s businesses, improvement of their business
knowledge, and its motivation factor. Reasons given for lack of willingness to pay for the
services were lack of capacity to afford the services, the very basic nature of the services,

and the lack of relevance to respondents’ individual businesses.

One of the interviewees related:

I have now have a positive attitude to paying for the services | have acquired from EDC

since | have experienced it already and seen the benefits.

64




Several other respondents stated that they believe in the value of the training and
consultancy BDS they have received from EDC enough to pay for it but have so far not

allocated budgets for such services.
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5. Discussions on Research Findings

This chapter discussed the findings of the research in-depth and according to the
research questions and the principles stated in the literature review. As the main objective
of the research is to assess the performance of the BDS provision of EDC and the
approach it employs to deliver the services, to explore improvements and the potentials
for market development, this chapter employs the conceptual frameworks indicated in

Chapter 2 to guide the discussions on the findings.

5.1. Discussions on the service delivery approach of EDC
Previous researches have indicated that integrated approach to BDS is characterized by
donors and policy makers supporting the development of a BDS providing sector to meet
the needs of MSEs through research, capacity building, service promotions, advocating
more efficient services, and policy support (Donor Committee, 2001; Miehlbradt & McVay
2003; Vandenberg & Sievers, 2007). This is supported by the research findings which
indicate that the Ethiopian government and the major donors of EDC have used EDC to
extensively promote BDS in the MSE sector, train BDS advisors and trainers, and play a
role of a model for service provision for other BDS providers in the City, with the end goal
of making it a self-sustaining business entity when a strong private BDS sector takes over

the market.

However, the research findings also indicate that the primary target of the policy makers
and donors behind EDC is direct provision of services to MSEs and aspiring

entrepreneurs rather than the development of a local BDS market through building the
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capacity of the private sector, thus indicating a different inclination to the theory of
integrated approach being a transition to market development as indicated by Ageze

(2005), Berhe (2009), and Tsuboyama & Tan (2009).

Previous researches had indicated the need for continuous market assessment to identify
the needs of MSEs, increase knowledge into more efficient services, and thus work
towards increasing customer satisfaction as the priorities of integrated approach to BDS
delivery (Ageze, 2006; Kebede, 2015; Woldearegay, 2016). However the research
findings indicate that EDC has not audited its services regularly enough to meet ever
changing customer demands resulting in the center providing similar services year after
year while customers’ needs are becoming more diverse. Moreover, in an attempt to
reach a large number of beneficiaries, EDC has not addressed the needs for customers
for more sector- specialized services (construction focused, manufacturing focused,

service- sector focused, etc.) targeting core issues per business sector.

5.2. Discussions on customer’s BDS acquisition
According to Miehlbradt et.al (2001), increased acquisition of BDS by the customers is
linked with repeat customers. The findings obtained from the research indicate 100%
acquisition of one service (entrepreneurship development training), almost 68%
acquisition of two services (one-to-one consultancy services and entrepreneurship
development training), and 40% acquisition of three services (one-to-one consultancy
services, entrepreneurship development training, and group BDS training services) (see
table 4.9). This suggests a considerable number of repeat customers and high service

acquisition.
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Miehlebradt et.al (2001) also suggested customer’s satisfaction and indicated reasons for
acquiring additional services to be indicators of increased acquisition. The survey inquired
the customer satisfaction compared to prior expectation, based on meeting of basic
business needs and improved competitiveness, and compared to past experience with
other suppliers. Accordingly, the services most respondents found sufficient based on
their prior expectations are the entrepreneurship development training and the group BDS
training service which almost 95% of respondents expressing some sort of satisfaction
while the one-to-one consultancy service comes third with just over 90% of respondents

expressing satisfaction (see table 4.11).

The findings on customer satisfaction further indicate that the entrepreneurship
development trainings have enabled 2/3 of the respondents to enrich their ideas, develop
their plans, and start their businesses thus meeting the basic needs of their businesses.
Similarly, 9/10 respondents have expressed the group BDS trainings on managing
marketing, finance, human resources, and business operations, as well as the
development of business plans, have met their basic conceptual needs, enough to
understand the performance of the subject areas in their businesses, and develop basic
policies and guidelines. 8/10 of respondents have agreed that the one-to-one business
consultancy services have addressed the basic needs of their businesses by acquiring
the proper coaching they needed from the consultants to address current and critical

issues of their businesses.

Another aspect of customer satisfaction examined in the research was the potential of a
competitive advantage attained by the respondents through the acquisition of the

services. The survey indicates that 9/10 respondents perceive the entrepreneurship
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development training as having given them a better competitive advantage, 3/4
respondents indicated the one-to-one consultancy services as having given them
competitive advantage on the market, and 4/5 respondents consider the group BDS
training and consultancy services to have improved their competitiveness (see table

4.12).

In spite of the survey result, the interviewed respondents have pointed out that beyond
the motivational, behavioral, and innovative changes the training has achieved, they see
its role in improving their business competitiveness surpassed by one-to-one consultancy,
through which they have attained support to improve the quality of their products and/or

services and the consistency of their supply chain.

The survey also indicates that customers who have experienced other BDS suppliers are
comparatively small to generate conclusive results comparing the services acquired with
the services of EDC. Nevertheless, qualitative data generated indicates that respondents
are comparatively satisfied with the customer service and thorough analysis of their
businesses prior to intervention, while also pointing out the restrictive nature of the time

limit for consultation.

5.3. Discussions on customer’s application of BDS and resulting
business benefits

Previous researches indicate that increased impact is also defined by increased customer
application of acquired BDS and resulting business benefits (Miehlebradt, et.al, 2001).

Supporting this theory the research findings indicates that more than 84% of the
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respondents acquired the services 2-5 years ago signifying ample time to experience the
benefits of the services. Moreover, since 61.4% of the respondents indicated that their
businesses are less than 5 years old, it can be then concluded that the services acquired
from EDC had an impact in their start-up and shaping their initial operations (see table

4.4).

The findings also indicate that out of 96 respondents who stated their startup and current
capital, 6 have grown to become medium enterprises while the number of categorically
small businesses has grown from 11% during startup to 31% based on current capital
(see table 4.5). In terms of employment capacity, the findings indicate that full time
employment of 5 or less employees has reduced from 93.4% during startup to 76.6% at
present while the figures for 6 and above full time employees has increased from 6.6% to

23.4% (see table 4.6).

Qualitative findings indicate respondents’ application and benefits of the entrepreneurship
development trainings to be primarily attitudinal, behavioral, and innovative changes.
Respondents have suggested that the training had helped them in beginning their
businesses by working on the ideas and transforming them into practical, realistic, and
achievable plans, helped in doing feasibility studies to fully understand the potentials of
their startups and create convincing cases for seeking financing and other partners, and
in preparing business plans for presentation to financers such as MFIs, banks, investors,

and other funding organizations.

Moreover, they have suggested the application and benefits of the group BDS trainings
to be improved knowledge in the subject areas (educational value), the better

management of their full time and part time staffing, improving financial management,
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loan management, book-keeping, asset management, etc. through manual/policy
preparation, professional training on its implementation, and maintenance follow- up,
improving business operational management through practical guidance and exercises
to improve skills, improving the marketing of individual products and services through
increased networking, development of marketing strategy, and coaching on the

application of the strategy.

Lastly, the qualitative findings also indicate that the one-to-one consultancy services were
applied in helping plan the expansion of existing businesses through penetrating new
markets, searching for new sources of finance, and increasing the businesses’ capacity
to meet market standards; improving product and service quality and market competence
through researches into standardization and comparative products and services on the
market; improving resource utilization through continuous assessments and business
process reengineering, and improving access to information through making available
useful market information, updating on laws and regulations, providing orientations on
relevant policies, providing information on funding opportunities and MFI loan pre-

conditions, and increasing customers researching skills.

5.4. Discussions on customers’ needs for more specialized BDS and
the potential modes of delivery
According to the survey, 24.4% have expressed the need for more specialized services
including expanding EDC’s own network and increasing the capacity of customers to have

more access to finance, to redesign the one-to-one consultancy service to be more
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intense and more flexible to the customers’ needs, offering sector specific services to
satisfy customers’ specialized needs per sector, and the creation of information portals
where up-to-date and centralized information can be readily accessed as a ‘one-stop’

solution for customers to access at their convenience.

Their current awareness of the service and its importance has made the respondents to
strongly support the future provision of the service with or without a fee. Nevertheless,
most agree that if they had not acquired one or more of its services, applied the lessons
and recommendations to their businesses, and experienced direct and indirect business

benefits, they would not have reached their current favourable conclusions.

The acquisition of the services has opened their minds to the potentials of more
specialized services in their businesses. Out of 144 respondents, 62% of the respondents
indicated that if there was no free BDS provider nearby they would still have purchased
the services acquired from EDC while 89% were favourable to the idea of purchasing the
services acquired from EDC if they had the capacity (see table 4.13). Respondents who
did not wish to pay for the services indicated the reasons to be affordability and the basic
nature of the services as opposed to their more specialized needs. Lastly, respondents
have indicated their awareness that just like they pay for legal services, tax advisory
services, product improvement services, etc. they may have to spend to procure other

specialized services in the future.
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6. Conclusions and Recommendations of the Research

The research set out to explore areas for improvement in the provision of BDS for MSEs
in the city of Addis Ababa with specific assessment of the impact of the BDS provided by
EDC on the performance of its customer MSEs and also the approach used to provide
these services. The areas for improvement were explored through examining the
application and resulting benefits from the services, evaluating the satisfaction of the
customers from the services, examining the benefits and shortcomings of the service
delivery strategy, and the inquiring additional needs of the customers. These specific
guestions were analyzed through measurement of data collected from primary and
secondary sources. Hence, the research objectives have been more or less achieved

through this process.

6.1. Conclusions and Recommendations
The study reveals that a substantial number of businesses have begun their operations,
increased their operating capital, and number of employees from startup to present and
throughout the period of service acquisition from EDC. Moreover, the services have
improved business knowledge and skills of MSE operators enabling them to perform
better. However, with growing knowledge and business operations, there is a growing
desire for more services by the customers. Access to finance and market information are

the main services demanded by customers as additions to the service.

The center should conduct more regular market assessments to understand current

needs of customers and diversify its services to match their growing demand. It should
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increase partnerships with financial institutions and investors to foster market linkages
between entrepreneurs and capital. It should work more on providing easily accessible
sources of market information which can sustain the impacts of the services beyond the

intervention period.

Customer satisfaction with existing services is considerably high. This is reflected in the
repeat acquisition of services, fulfilment of basic business needs, and improved
competitiveness. Nonetheless, customers have indicated their desire for more specific
services which will increase the relevance of the services provided and benefit them more

in a constantly changing business environment.

This can be addressed through making the services more flexible and specialized
according to sectors representing frequent customers. The center should maintain regular
network with past customers, conduct follow-up studies, and offer additional services
parallel to their business development. This will have a big impact on customer retention

in the future.

Lastly, the service delivery approach has largely satisfied the customers and achieved
greater reach as per the aims of EDC. The center has met its objectives of catalyzing the
growth and development of MSEs, the reduction of poverty and unemployment, the
improvement of BDS service delivery, and increased customer acquisition. With the
looming end of the project by 2020, the center faces the challenge of pricing its existing
services without alienating its customer base, diversifying services to better meet
customer demand, and creating affordable services to attract more customers and retain

existing ones, in order to survive in the market. Despite arguments stated in the literature
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review suggesting otherwise, the research has established both willingness and capability

by MSEs to pay for BDS.

Therefore, EDC should start testing the market with specialized services for a fee sooner
to develop more efficient and sustainable model as it transitions into the future. The center
should make full use of the remaining two years of the funded project to gradually build a
self- sustaining commercial entity firmly rooted in the market. As it stands, it has the

reputation and a large share of the MSE market to capitalize on and build its model.

6.2. Implications of the Research
The research has practical implication for BDS providers transitioning from traditional
service delivery model to market development by providing more knowledge about good
practices and shortcomings of the transition approach. BDS provision is a circular activity
of implementing BDS delivery through continuous evaluation of performance, identifying
key lessons, and improving service design for further implementation. Therefore, this
research has practical implications to EDC by providing it with an assessment of its

current service delivery as an input to further improvements.

In addition, the research’s implications on a policy level for BDS providers, funding
organizations, and government, can be seen in terms of improved knowledge of the
viability and application of blended approach to BDS delivery as a transition to future

market development.

Moreover, the research strengthens the theory of transitioning from traditional service

delivery to a BDSs market development, as argued by Miehlbradt & McVay (2003), Ageze
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(2005), Vandenberg & Sievers (2007), and Berhe (2009), based on their independent
researches in the same area. The research particularly contributes to the requirements
forwarded by these theories about the gradually fading role of donors and government in

direct provision of BDS and the burgeoning of commercial BDS providers to fill the void.

6.3. Limitations and Areas for Further Research
Because of time and resource limitation, the research has not been able to cover all
aspects of service impact and effectiveness of approach. Therefore, the following areas

are recommended for further research:

1 Knowledge on the transition phase from traditional to market development
approach

1 Comparative analysis of several BDS providers (private, NGOs, and government)
in the local market

1 The challenges and opportunities for private firms providing BDS in the local
market

1 Policy support and capacity building for private sector towards growing role in the

BDS market
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Appendices

Appendix 1:

Questionnaire for primary data collection
Dear Respondent

I'd like to first express my gratitude for volunteering to complete this questionnaire.

| am a final year MSc in Project Management student at the University of Salford (UK).
As a partial fulfillment of my programmeme, | am undertaking a research on ‘Business
Development Services for Micro and Small Enterprises in Addis Ababa’ by taking the

Entrepreneurship Development Center as a case study.

All information provided will be treated confidentially and will only be used for academic
purposes. Your participation in this research will go a long way in improving the Business
Development Services for MSEs and is highly appreciated. Please answer the questions
as thoroughly, objectively and honestly as possible according to the instructions

contained in the body of the questionnaire.
Thank you for your cooperation

Minassie Alemayehu

Screening questions
Gender: Male: 1 / Female: 2
Age:

Position in the business:

o0 w»

Do you own the business? Yes: 1 / No:2
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2. What type of business are you engaged?
Manufacturing 1 Urban agriculture 4
Construction 2 Services 5
Trade 3 Others (Please specify) 6

3. Number of employees in the business
a. How many employees in your business at the time of establishment?
Fulltime:  Parttime

b. How many employees in your business at present? Full time: __ Parttime__

4. What is your highest formal education received?

Never attended school 1 | High-school (Grade 9-10)

Basic education (reading and writing) Vocational School (Levels 1-3)

0 Nl O O

2
Elementary (Grade 1-4) 3 | B.ADegree
4

Elementary (Grade 5-8) M.A Degree and above

5. How long has it been since you established your business?
Less than 1 year 1 More than 5 years 4
2-3 years 2 Not yet established 5
4-5 years 3

6. What was your initial capital at the time of establishment?

More than 1,500,000 birr | 1 100,000- 250,000 birr 5
1,000,000- 1,500,000 birr | 2 50,000- 100,000 birr 6
500,000- 1,000,000 birr |3 25,000 — 50,000 birr 7
250,000- 500,000 birr 4 Below 25,000 birr 8
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7. What is your current capital?
More than 1,500,000 birr | 1 100,000- 250,000 birr 5
1,000,000- 1,500,000 birr | 2 50,000- 100,000 birr 6
500,000- 1,000,000 birr |3 25,000 — 50,000 birr 7
250,000- 500,000 birr 4 Below 25,000 birr 8

8. On average, how much is the current monthly turnover of your business?
More than 25,000 birr | 1 5,000- 10,000 birr 3
15,000- 25,000 birr 2 Less than 5000 birr 4

9. Have you ever paid to acquire the following services?

Type of Services Yes No

Entrepreneurship development training

Business plan development

Marketing

Business operations and human resources management

Finance and accounting

One-to-one consultancy

I e
NN N NN NN

Others (please verify)

10. Please state the three most important reasons for you to use Business Development Services. Mark

the most important reason “1”, the second reason “2”, and the third reason “3”

My business was growing and needed the services

| just wanted to try it without knowing its benefits

Because it was free

Because a friend or a colleague recommended it

To start-up businesses and/or expand my business

| saw a problem in my business that needed outside help

Others (please specify)
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11.How did you find out about EDC?

Through friends/colleagues

1 | Through social media/ website

Through advertisement

2 | Others (please specify)

12.Have you acquired the following business development services from EDC?

Type of Services Yes | No

Entrepreneurship development training

Group business development service

One-to-one consultancy

Others (please specify)

13.When did you use the following services from EDC?

In the last | In the last | In the last 3 | In the last 4
year 2 years years years

Entrepreneurship development training

Group business development service

One-to-one consultancy

Others (please specify)

14. Compared to your expectation, how satisfied are you with the service used from EDC?

Type of Services

Extremely

dissatisfied

Somewhat

dissatisfied

not | Somewhat

satisfied

Extremely

satisfied

Entrepreneurship development training

Group business development service

One-to-one consultancy

Others (please specify)
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15.Which are the three most important reasons for you to choose EDC over other Business

Development Services providers? Please circle the numbers of your choice

Because it has a good reputation

Because it was free

Because it was the closest to my business

Because it was highly recommended by

friends/ colleagues

Because it was the only one | know

Because the advertisement convinced me

Others (please specify)

16.How important are the Business Development Services for meeting the minimum

requirements your business?

Type of Services

Extremely not

well

Somewhat

not well

Somewhat

well

Extremely

well

Entrepreneurship development training

Group business development service

One-to-one consultancy

17.How important are the Business Development Services for making your business more

competitive?

Type of Services

Extremely

well

not

Somewhat

well

not

Somewhat

well

Extremely

well

Entrepreneurship

development training

Group business

development service

One-to-one consultancy

Others (please specify)
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18.Which of the following services had the most impact on the growth of your business? Assign

numbers from 1-3 based on the impact value

Entrepreneurship development training

Group business development service

One-to-one consultancy

19.Do you believe the Business Development Services you received from EDC are

enough to satisfy your business’s current needs?

Yes

No

If your answer is No, state what you would suggest to add to the services.

before EDC?

20.Have you ever used the following business development services

Type of Services

Yes

No

Entrepreneurship development training

Group business development service

One-to-one consultancy

Others (please specify)

21.1f your answer to question #10 is yes, then who was the provider of Business

Development Services you used before EDC? (You can circle more than one)

Government Institution

Your Business partners

NGO

Your Friends or family

Private Business Consultants

Others (please specify)
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22.Compared with your past experience, how satisfied are you with the services acquired from EDC?

Type of Services Extremely Somewhat not | Somewhat | Extremely

dissatisfied | dissatisfied satisfied satisfied

Entrepreneurship development training

Group business development service

One-to-one consultancy

Others (please specify)

23.How well did you know the following business components before you acquired the Business

Development Services?

Type of Services Extremely not | Somewhat | Somewhat | Extremely well

well not well well

Business start-up toolkit

Business plan development

Marketing

Business operations

human resources management

Finance and accounting

24.1f there was no free Business Development Service provider near you, would you
purchase the services and trainings? Yes No

Please explain

25.1f you had the capacity, would you purchase the Business Development Services and
trainings?
Yes No

Please explain
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Appendix 2:

Checklist for in-depth interview with BDS consultants at the EDC

The consultants are full time or part time employees of EDC and are engaged in delivering

the complete BDS package provided by the EDC to their customers.

1. How do you market your services?
a. What are the media mostly used?
b. Who are your target customers?
c. Do you regularly do a market assessment (a needs assessment)?
2. How well do you provide the one-to-one consultancy services?
a. What are the criteria for customers to get the services?
b. Is there a guideline and a timeframe?
c. Do you have set targets?
d. How are consultants assigned to particular cases by the EDC? What are
the criteria?
3. What are the conditions to organize group BDS sessions?
a. Do you do pre-training assessments?
b. Do you do post- training assessments?
c. What are the benchmarks for success?
d. How do you customize the trainings to the clients you are training?
4. What are the long term plans of the center?
a. Do you have a sustainability plan?
b. How and when do you plan to make the transition from your current blend
of service delivery to a commercial BDS entity?
c. What is the current market value of the services you are providing?
d. What percentage of your customers have exceeded the MSE capital limit
(i.e +1,500,000 ET Birr) until now? And is there a plan to charge them a fee

for services provided henceforth?
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Appendix 3:

Checklist for in-depth interview with selected BDS customer key informants

The key informants are clients of EDC who have been in business for the last 5 years

plus and who have acquired BDS in the past (or even currently) with other service

providers.

1. Personal and business information

-~ ® oo T

= «Q

Respondents age and gender

Respondent’s educational achievement

Name of Business

Type of products or services

Type of business category (organization)

Date of establishment

Place of business and branches (if any)

Number of employees at the time of establishment
Number of current employees (full time and part time)
Initial capital of business

Current monthly turnover of business

Respondents role in the business

2. Trace the growth of your business since establishment?

a.
b.

Have you diversified products and services since establishment until now?
Have you expanded your market and opened branches or extended the
reach of your deliveries since establishment?

Have you increased your business capital since establishment? If so, by
how much?

Has your monthly turnover increased since establishment? If so by how

much?
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3. Trace your history of acquisition of BDS from EDC or from other providers?

a.

Have you acquired BDS from providers other than EDC? If so when? What
specific services have you acquired?

How do you assess your needs for the services?

How do you assess the service providers and identify the best choice for

your business?

4. Have you experienced value from the services provided either by EDC or other

providers?

a.

Did you have a business plan at the time of business establishment? If not,
when did you prepare one and has your training in Business Plan
Development made an impact in the development?

Did you have a sound finance administration and accounting procedure
before acquiring the training and consultancy service from EDC or other
service providers? If not, have you resolved that now? Who played a role in
solving that gap?

Did you have a marketing plan for your business before acquiring the
training and consultancy service from EDC or other service providers? If
not, have you resolved that now? Who played a role in solving that gap?
Did you have a business operation manual and procedures before acquiring
the training and consultancy service from EDC or other service providers?
If not, have you resolved that now? Who played a role in solving that gap?
Did you have a sound human resource management system before
acquiring the training and consultancy service from EDC or other service
providers? If not, have you resolved that now? Who played a role in solving

that gap?

5. How do you compare the approach used by EDC to deliver the services with other

service providers whom you have used before?

a. Compare the customer approach used by the providers?
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b. Compare the value attained from the various providers?
c. Compare the follow-up offered by the various providers?

d. Compare the one-to-one attention offered by the various providers?

6. State your opinion on commercial BDS

a. Have you every procured BDS for a fee from a service provider? If so,
please explain?

b. Have you ever assigned budget in your operation for technical assistance/
training/ consultancy services? If so, how much? If not, do you have plans
to do so in the future?

c. Do you know of any commercial BDS provider? And if so, have you
approached them for service?

d. Would you procure BDS if there was no non-commercial provider in the
market at current time? Would you acquire the services in the future if your
business grows?

e. Do you believe that there’s a difference in commercial and non-commercial

BDS? Please explain?

7. What additional BDS needs does your business have which is not yet fulfilled?
What are your priority BDS needs to be fulfilled in the near future?
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