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Abstract 

This research aims to investigate the performance determinants of flour factories by looking its factors that affect 

the performance of flour factory. The factors affecting the performance of flour factories studied based on 

selecting sample factories sun flour factory, Sikini flour factory, and Demis flour factory. To achieve the 

objectives of this study, both primary and secondary data employed. Secondary data collected from different 

governmental institutions concerning gross value of production (GVP), employment, government revenue through 

tax and investment and primary data likert scale questionnaires were analyzed using statistical analysis such as 

descriptive and inferential analyses. The information obtained through questionnaire from a sample of 64 

operators and managers, and face-to-face interviews were conducted with 3 managers of flour factory found 

around DebreBerhan town. The respondent operators were selected using stratified sampling technique. Besides, 

the interview questions were analyzed using descriptive narrations. The empirical study identified eight major 

challenges which seem to affect performance of Flour factories: inadequate finance, lack of working places, 

marketing problems, inadequate infrastructures, poor management practices, and technological, tools and 

machineries and politico-legal problems including bureaucratic bottlenecks system. The findings further indicate 

that, there exists significant relationship between independent variables and dependent variable. Moreover, the 

selected independent variables significantly explain the variations in the dependent variable at 1% level of 

significance. Based on findings, financial factor is found to be the major problem faced so that government should 

provide with foreign currency, affordable alternative sources of finance for flour factories. This can be done by 

promoting export oriented sector and utilizing each hard currency in a proper way.  

 

Key words: Flour factories, performance, factors, growth.   
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CHAPTER ONE 

INTRODUCTION 

This Chapter conferred with introduction which entails about background of the study, 

statement of the problem, objectives of the study, research question, significance, scope and 

limitations of the study, and structure of the paper. 

1.1 Background of the study 

 

In Ethiopia industry in the modern sense the term emerged as an economic entity only at the 

turn of the 20th century. The establishment of the strong central government, expansion of 

cities associated with the installation of railways and the strengthening of foreign relations 

increased the demand for imported manufacturing commodities. After a brief disruption in the 

Second World War period, the manufacturing sector started to get momentum in the 1950s. 

During this period a number of new industries which significantly contributed to the 

development of the national development of the national economy were established. The 

industrial policies have distinctive features when looking guiding vision (policy), ownership 

structure and market orientation. Broadly, they can be characterized as the import substitution 

and private sector - led (from early 1950s to 1974, the imperial regime), the import 

substitution and state – led (from 1974 to 1991, the Dergue regime) and the export orientation 

and private sector - led (since 1991, the Ethiopia people‟s revolutionary democratic front 

(EPRDF)-led government). 

The manufacturing sector any economy worldwide is reputed to be the engine of growth and 

catalyst for sustainable transformation and national development (Naude and Szirmai). The 

production formation and performance of large and medium manufacturing industries 

improvement is the solution for the growth of degree industrialization and national economy 

one countries by meaningful Reduction in the high level of unemployment and contribute to 

the GDP of the local economy in Ethiopia (Bayati&Taghavi, 2007).  In Ethiopia, the rate of 

flour consumption is high, due to its rapidly increasing population and the fact that most of 

the local‟s staple food are made from flour. Agriculture being Ethiopians main source of 

economic income, makes the flour milling industry lustrous as the grains from the harvest has 

to be converted to flour. 
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Performance evaluation is carried out through two major measures: Financial measures and 

non-financial measures. Financial measures focus mainly on figures which may not tell the 

whole story of the company. Nevertheless, financial measures are commonly used to evaluate 

performance. According to Camilia B. (2011), the information about company performance, 

especially about its profitability, is useful in substantiating managerial decisions regarding 

potential changes in the economic resources that the company will be able to control in the 

future. This implies that managers should have prior knowledge of factors determine firm 

performance in order to prioritize the usage of scarce resources. Informed decision about the 

economic use of scarce resource is a vital step in the process of creating value to stakeholders. 

In developing economies like Ethiopia, the identification of factors determine company 

performance is of paramount importance in the way of efficient application of the nation‟s 

scarce productive resources towards goal achievement. This in turn will have a positive 

impact on the overall performance at macroeconomic level as it motivates both existing and 

potential investors to sacrifice additional resources.  For a manufacturing sector business that 

relies on the production and sale of goods to generate return for its shareholders, profit 

maximization is the prime goal.  

Survival in business and the ability to reward the owners with substantial amount of return 

depends on the profitability of companies (Pratheepan T. 2014). On the other hand, examining 

factors influencing profitability helps to understand how companies finance their operations. 

The knowledge of factors affecting company performance in turn helps decisions makers to 

prioritize among alternatives related to the use of scare productive resources.  

Profitability has been given considerable importance in the finance and accounting literatures. 

The going concern of accounting principle holds true as long as firms are profitable. 

Moreover, the very existence of a business organization is to generate wealth to its owners. 

Hifza M. (2011), as cited in Pratheepan T. (2014), stated that „profitability is one of the most 

important objectives of financial management since one goal of financial management is to 

maximize the owners‟ wealth, and, profitability is very important determinant of 

performance‟. Camilia B. (2011) links performance at microeconomic level to the proper 

grounding of managerial decisions in relation to the efficient use of economic resources 

within the operational, financing and investing activities. For this end, it is asserted among 

researchers that the most appropriate indicators that express the aspects related to company 

performance and growth should be chosen and examined among the relative profitability 
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indicators (Pratheepan T., 2014; Sivathaasan N. et al., 2013; Pasupathi N., 2014; Kim C. 

Phan, 2013, &Camilia B. 2011).  

Much of the currently available empirical literatures on factors affecting companies‟ 

performance in Ethiopian context are focused on the relationship between working capital 

management and profitability (Mifta A. 2016; Wubishet M. 2014; Mulualem M. 2011 and 

Tewodros, 2010 cited in Mifta A. 2016). As a result, it is difficult to find an empirical 

evidence for factors influencing company performance that focused on identifying major 

influencing factors for manufacturing organizations like Flour factories in Ethiopia. However, 

none of these studies tried to exhaustively identify major determinant of manufacturing 

companies‟ performances. Accordingly, this study was examined factors determine the 

performance of flour factories in Debrebrehan town a case study in 3 flour manufacturing 

companies namely, Sun Flour Factory, Sikini Flour Factory and Demis Flour Factory.To 

sightsee the determinants of performance (firm size, asset growth, leverage, liquidity, capital 

intensity, managerial efficiency and inflation) it becomes an interesting topic for the 

researcher to deploy empirically founded studies particularly on flour factories. 

 

1.2 Statement of the Problem 

Survival in business and the ability to reward the owners with substantial amount of return 

depends on the profitability of companies (Pratheepan T. 2014). On the other hand, examining 

factors influencing performance helps to understand how companies finance their operations. 

The knowledge of factors affecting company performance in turn helps decisions makers to 

prioritize among alternatives related to the use of scare productive resources. 

Profitability has been given considerable importance in the finance and accounting literatures. 

The going concern of accounting principle holds true as long as firms are profitable. 

Moreover, the very existence of a business organization is to generate wealth to its owners. 

Hifza M. (2011), as cited in Pratheepan T. (2014), stated that „profitability is one of the most 

important objectives of financial management since one goal of financial management is to 

maximize the owners‟ wealth, and, profitability is very important determinant of performance. 

Camilia B. (2011) links performance at microeconomic level to the proper grounding of 

managerial decisions in relation to the efficient use of economic resources within the 

operational, financing and investing activities. For this end, it is asserted among researchers 
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that the most appropriate indicators that express the aspects related to company performance 

and growth should be chosen and examined among the relative profitability indicators 

(Pratheepan T., 2014; Sivathaasan N. et al., 2013; Pasupathi N., 2014; Kim C. Phan, 2013, 

&Camilia B. 2011). 

Much of the currently available empirical literatures on factors affecting companies‟ 

performance in Ethiopian context are focused on the relationship between working capital 

management and profitability (Mifta A. 2016; Wubishet M. 2014; Mulualem M. 2011 and 

Tewodros, 2010 cited in Mifta A. 2016). As a result, it is difficult to find an empirical 

evidence for factors influencing company performance that focused on identifying major 

influencing factors for manufacturing organizations like Flour factory in Ethiopia 

(DebreBerhan) P.L.C. As a result, this study will try to identify major performance 

influencing factors of flour factories in Debrebrehan town to help understand and develop a 

frame work performance influencing factors in Ethiopian context. In addition, most of the 

empirical studies referred by the researcher found conflicting results about Factories 

performance influencing factors. Inconsistency of results had been identified, among others 

things, as to the effect of firm size on a company‟s profitability. For example, Mehtap O. 

(2016), Pratheepan T. (2014), Kim C. Phan (2013) and Deloof (2003) reported positive and 

significant relationship while Evans (1987), Hall (1987), Mata (1994), and Becchetti&Trovato 

(2002) concluded significant negative relationship. Similarly, on the impact of inventory 

holding period on firm‟s profitability among others Mehtap O. (2016) and Deloof (2003) 

found significant and negative relationship while Shaid A. (2011) reported positive and 

significant relationship. Hence, in addition to identifying factors of performance of the 

company, the study is believed to shade light on the findings of similar empirical studies 

undertaken in other parts of the world.  

To the best knowledge of the researcher, no study has been conducted so far to identify 

factors that determine the performance of flour factories in Debrebrehan town. Hence, this 

study was conducted to fill the gap as to the various factors that determine the performance of 

flour factories in Debrebrehan town.  

1.3 Research Questions 

The following research questions are address in the study 
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 What are the level of intensity of politico-legal factor, working place, technological factor, 

infrastructure factor, marketing factor, financial factor, management factor, and tools and 

machineries factor on the performance of flour factories in Debrebrehan town?  

 What are the relationships between determinant of performance such politico-legal factor, 

working place, technological factor, infrastructure factor, marketing factor, financial factor, 

management factor, and tools and machineries factor on the performance of flour factories in 

Debrebrehan town?  

1.4 Objectives of the Study 

1.4.1 General Objective 

The general objective of the study was identified the determinants of the performance of flour 

factories in Debrebrehan town.  

1.4.2 Specific Objective 

The specific objectives of the study are: 

 To assess the level of intensity of politico-legal factor, working place, technological factor, 

infrastructure factor, marketing factor, financial factor, management factor, and tools and 

machineries factor on the performance of flour factories in Debrebrehan town.  

 To measure the magnitude and direction of relationships (if any) between determinant of 

performance such as political-legal factor, working place, technological factor, infrastructure 

factor, marketing factor, financial factor, management factor, and tools and machineries factor 

on the performance of flour factories in Debrebrehan town.  

1.5 Research hypothesis                                                                                

As stated by (Kothari 2004) ordinarily, when one talks about hypothesis, one simply means a 

mere assumption or some supposition to be proved or disproved. But for the researcher 

hypothesis is a formal question that he intends to resolve. Thus a hypothesis may be defined 

as a proposition or a set of proposition set forth as an explanation for the occurrence of some 

specified group of phenomena either asserted merely as a provisional conjecture to guide 

some investigation or accepted as highly probable in the light of established facts. Quite often 

a research hypothesis is a predictive statement, capable of being tested by scientific methods, 

that relates an independent variable to some dependent variable. So that for achieving the 

objective of these study, the following eight hypotheses were developed regarding the 



6 

 

determinants of performance of flour factories in Debrebrehan town.  Depending on different 

empirical research and theoretical review. 

H1: Political-legal has positive and significant effect on performance.  

H2: Working place has positive and significant effect on performance. 

H3: Technological factor has negative and significant effect on performance. 

H4: Infrastructure has positive and significant effect on performance. 

H5: Marketing has positive and significant effect on performance.  

H6: Financial holding period has negative and significant effect on performance. 

H7: Management positive and significant effect on performance.  

H8: Tools and Machinery has positive and significant effect on performance. 

1.6 Significance of the Study 

 

The main reason for this study were that most of the researchers have not yet given emphasis 

on specific areas in Ethiopia related to the issue concerning performance determinants of flour 

factories. Most studies had previously focused on manufacturing sectors in general. 

Therefore, this study gives some inspiration on scarcity of the study in Ethiopia and also 

would have an ultimate significance to show the degree of the flour factory internal (firm 

specific) factor determinants, in what extent it affects the performance of the specific sectors, 

by identifying and showing the main determinants of performance and to suggest policy 

implications after critical examination of the study on the area of this sectors in the town. To 

this end, the study will believe to have the following importance:  

It enables and help policy makers and management bodies of flour factories to adjust their 

management system and mechanisms, capitalize on other, like strong demand and cost 

complementarities that improve performance. It will benefit investors to measure the 

performance of their portfolios and proceed with readjustments as required and it would 

provide a road map for managers and shareholders to evaluate their factory performance in 

terms of with respect to the above listed determinants. The finding and recommendation of 

this research will help to enable managers to know how they have to treat such factors in 

order to achieve good performance. Moreover, the findings of the research will also serve as 
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an input for the research beginners and academician who are interested in this area to conduct 

their research.   

1.7 Scope of the Study 

 

The determinant of flour factory performance in Debrebrehan town. The main issue of the 

study will to examine the factors that determine the performance of the flour factories on 

Debrebrehan town; in turn it helps for the improvement of the firm‟s future performance. The 

study was conducted in Amhara region in Debrebrehan town, which is the north shoa zone 

administration capital city. Debrebrehan is among the town of the region that have abundant 

resource base, which can create a favorable environment for industrial development especially 

for agro industry (example, cereals for flour manufacturing company).  

1.8 Organization of the Study 

The paperorganizes in five chapters i.e. the first chapter includes an introduction section 

which consists of background of the study, statement of the problem, objectives, significance, 

scope, limitation of the study and ethical considerations. Chapter Two include: present review 

of related literature. Chapter Three: presents research design and methodology the researcher 

employs to investigate the problem under study while data collected from respondents are also 

presented, analyzed, interpreted and discuss in the fourth chapter of the study. The last section 

chapter five of the thesis contain summary of results, concluding remarks and 

recommendations used for the corporation. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 Theoretical Literature review 

2.1.1 Concept and Definition 

In this literature pay attention on measure of performance in the manufacturing sector by 

using flour factors of performance measure such as export intensity, capacity utilization, 

import intensity, firm size, Herfindahl Index (HI) and labour productivity (Bernolak, (1997). 

Value added per wage is an appropriate measure of factories performance that derive the 

economic growth more productive economy.  

Herfindahl Index is a comprehensive criterion in order to assess the performance of firm 

because the ultimate objective of the firm is profit. Whereas this matter must be considered 

that firm‟s environmental elements can influence on profitability and some time there is no 

strong relationship between firm performance and its Herfindahl Index. Hence only relay on 

Herfindahl Index indicator to evaluate firm‟s performance many not seem sufficient.   

Tzortzopouloset al (2005) discussed the different process models to enhance the effectiveness 

and efficiency the manufacturing firm activities in response to the need for improving 

performance. In contrast Begum et al (2009) study related to the attitude and behaviors of 

individual involved in the manufacturing firm which influence its economic growth and 

performance. Furthermore, Ibrahim et al (2010) explain the production process by the 

manufacturing firm. That study analyzed the global manufacturing firm focusing on the 

evolution of lean production systems. In relation to identify the importance for all of these 

industries, using the production theory we could analyzes the relationship between the 

production factors used and the production itself. Production is the process through which 

input are combined and transformed in to output. Hence productivities provide the technical 

relationship that exists between input and output (Diewert, 1992). Productivity represents the 

efficiency with which physical inputs are converted to useful outputs. It measures the 

relationship between output such as goods and service produce and inputs that include labor, 

capital, material and other resources (Hill, 1993). It is the central long run factor determining 

any population‟s average of the living (Thurow, 1993). The level of productivity with an 

organization depends on export intensity, labor productivity, import intensity, capacity 
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utilization, and Herfindahl Index and Firm size. Productivity growth over the time will reflect 

the growth in these factors over the time. The most commonly measure of value added per 

wage usually used is labor productivity, Herfindahl Index (HI) and export intensity. Labor 

productivity performance actually influenced by other factors such as capital equipment, new 

technology and improved management skill. Changing pattern of factor use and changing the 

quality of workforce also influence labor productivity. These changes have significant an 

effect on outputs (Barrel, 2000). Productivity is also an indicator of technical efficiency 

because it shows the relationship between outputs and labor inputs given the technology 

within the firm. labor productivity is generally analyzed in the context of multifactor 

productivity. In a way value added per wage is used in this paper as one of the performance 

measurement. Indeed, value added shows the ability of an organization in creating wealth and 

this wealth shared among stakeholders. So the value added is the base for the productivity 

measures which leads to the performance of the organization. In addition, capital productivity 

as value added per wage unit of capital stock and multi factor productivity as a weight 

average labor and capital productivity can also be used.  

The definition of organizational performance with respect to a firm differs depending on the 

overall goals. The chosen definition also impacts how performance is measured. It is 

important to understand the multidimensional nature of performance constructed while 

measuring the performance of a firm (Lumpkin &Dess, 1996). There are predefined methods 

for measuring the performance of a firm.  

Measuring all of the export intensity, market share, firm size, overall performance and stock 

holder satisfaction will provide a more accurate view of such firms‟ performance. Covin and 

slevin (1989) uses financial measure as sale level, sale growth rate, cash flow, return on 

shareholders‟ equity, labor productivity, export intensity, capacity utilization, net profit 

margin, value added per wage and return on investment and ability to fund business growth to 

represent performance for both for the growth the financial perspective. It is impossible to 

regard the financial performance and growth as different aspect of performance. However, 

performance is a broader term that covers both overall economic and operational aspects. It 

includes almost any objective of competition and manufacturing excellence whether it related 

to cost, flexibility, speed, dependability or quality. Moreover, performance can be described 

as an umbrella term for all concepts that consider the success of a company and its activity 

(Thomas & Baron, 1994). In this injection, Triple-P model (productivity, profitability and 
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performance) can be described; the concept of productivity is purely a physical phenomenon. 

Profitability is also seen as a relationship between output and input but it is monetary 

relationship in which the influences of a price factors are included. Performance is the 

umbrella term of excellence and includes profitability and productivity as well as other non-

cost factors such as a quality, speed delivery and flexibility (Grunberg, 2004). Various 

productivity measures can be computed depending on the treatment of inputs and output. 

Single factor productivity ratios such as labor productivity or capital productivity, give output 

per unit of a single input type. Multi-factor or total factor productivity ratio take in to account 

the fact multiple inputs are jointly used (Coelli, Rao&Battese, 1998, Liberman, Lau & 

Williams, 1990, Mammone, 1980).    

Capacity utilization is the relationship between output that produce with the install equipment 

and the potential output which can be produce with full use of the capacity. Several nations 

already were developed measure of capacity output on the basis of the physical attributes of 

the fleet and were implement capacity reduction policy on the basis of capacity measure 

(Kirkley et al. 2002). Capacity utilization is the metric use to calculate the rate at the 

prospective level of output is being meet use. The rate is display as percentage and provides 

an insight into the total utilization of resource and how company can increase the output 

without increasing the cost associate with production. Capacity utilization (maximum output 

rate) that a company can attain in its manufacturing system is another important key-factor. 

Companies often need to match the capacity to the current demand rate from the customers. 

Idris and Rahmah (2009) condition that if capacity is higher than need; some of the 

company‟s resources were not use and in turn reduce productivity.  

 

2.1.2 Firm Performance /Profitability 

The welfare of a society depends upon the economic growth of their industries and their 

people. Through the creation and expansion of firms the economy generates new employment 

and opportunities making possible a more prosper life for the people.   

Recognizing the importance of firms‟ growth, politicians, economists and international 

development agencies have devoted substantial resources to the creation and implementation 

of programs to assist firms‟ growth and in that way ensure economic prosperity. In order to 

ensure that these programs provide adequate results and, therefore, important public and 
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private resources are not wasted, it is important to design highly effective and efficient 

strategies to improve firms‟ growth. Consequently, it is imperative to understand the process 

and the variables that grant or constrain firms‟ growth (Davidson et al 2002).   

Great effort has been devoted to macroeconomic factors such as interest rates, economic 

stability and exchange rates, however, microeconomic factors have not deserved much 

attention. Even further, economic theory does not provide much help. Not many theoretical 

frameworks of firm formation and growth have been formulated and very few have been 

tested extensively (Davidson et al. 2002). The most recognized and empirically tested theory 

of firm growth is probably Gibrat‟s law that theorizes that the size of the firm at any given 

point in time is the product of a series of random growth rates in the history of the firm. In 

other words, the growth of a firm in any given period of time is independent of the size of the 

firm at the beginning of the period. A broader analysis of other factors affecting firms‟ growth 

empirically or theoretically has been less common. Not much research has focused on the 

microeconomic and management factors affecting firm growth.   

The profitability of a company shows a company's ability to generate earnings for a certain 

period at a rate of sales, assets and certain of capital stock. Understanding the determinants of 

profitability is the key factor that helps managers in developing an effective profitability 

strategy for their company. One of the importance preconditions for long-term firm survival 

and success is firm profitability. The achievement and other financial goals of the firm are 

significantly affected by the profitability determinants of the firm. Those factors are important 

because it give an effect to the economic growth, employment, innovation and technological 

change. The primary goal of the company is to maximize their profitability. Without 

profitability a firm could not attract outside capital and the business will not survive in the 

long run. By knowing and understand firm profitability, it will give the feedback for the firm. 

The firm can find a policy that should be taken to solve the problem and minimize the 

negative impact for business continuity (Pratheepan T., 2014)  

Different literatures propose different firm specific as well as general internal and external 

elements that are believed to affect a Company‟s performance. Among the different factors 

mentioned in literatures firm size, sales growth, capital structure, working capital 

management, inventory management, expense to revenue ratio, etc. are the major one 

(Pratheepan T., 2014; Kim C. Phan, 2013; Camilia B., 2011; Deloof, 2003) 
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2.1.3 The neoclassical theory 

The neoclassical theory postulates that a firm is an abstraction a perfect of business whose 

existence is explained exclusively by the pure economic motive of generating profit. The 

neoclassical firm‟s objective as thus principal profit maximizing or cost minimizing, however 

according to neoclassical theory a firm is a corporate entity operating in an exogenous 

environment with many factors which lie beyond the firm‟s control. This by implication 

means that profit as a motivation for the firm growth and the purpose of its existence is 

determined by external factors beyond the firm control (Sangosanya, 2011, Citing Bernadette 

and David, 2005).  

2.1.3.1 Heterogeneous theory of manufacturing firms 

Heterogeneous firm‟s theorist Helpman and Krugman (1985) published a homogenous trade 

approach based on comparative advantage where firm productivity is constant for all firms 

and when trade liberalization increase, either all or no firms export. It came to be one of the 

most influential approaches to trade research during the 90s. As the amount of firm level data 

increased during late 90‟s, Melitz (2003) published heterogeneous firm approach where he 

argued that international trade participation might be explained from firm behavior. He argued 

that there is an entry cost associated with selling at the international market consisting of per 

unit costs (such as tariffs) and fixed cost (such as acquiring information).  

When low productive firm decide to sell at the international market they pay an entry fee and 

can then decide to exit immediately or continue to sell. Thus there is a productivity verge 

firms need to surpass to stay at the international market otherwise they are forced to exit. In 

heterogeneous firm setting most firm do not export and those that do are typically large and 

highly productive (Melitz, 2003). Wagner (2007) made an effort to explain this concept in 

2007 when he compared with different published paper. He found a positive correlation 

between engaging in export and high productivity but that high productive firms self-selected 

in to exporting, leaving low productive firms. Hansen (2010) put numerical value on his 

results. He found that exporters are 40% more productive than non-exporters and that average 

productivity is 1% higher for exporters. This also due to high productivity firms self-selected 

in to export. De Loecker (2007) on the other hand argues that self-selection has been shown 

that export manufacturing firms become more productive than non-exporters due to a learning 
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effect from the engaging the export. Hence firms engage in exports acquiring knowledge 

about the characteristics and demands in the international market, which in turn generate a 

productive enhancing effort on the amount of exports. Furthermore, he found that firms 

exporting to the high income regions experience a larger productivity effect and that 

productivity gap between exporters increase over a time.   

Export intensity is measure as the ratio of the aggregate export sale to total firm sale. 

Aggregate export sale are revenue generated by the export of domestically produced goods 

and service provided by domestic office. Firms can minimize the capital necessary to enter 

other markets through exporting. The amount of money that is necessary to enter the market 

via exporting is considerably less than other means of market entry (Cannon, 1981, Tookey, 

1064).  

In heterogeneous theory firms setting most exporters are two way traders, meaning that they 

both import and export (Jienwatcharamongkhol, 2014). In the past researcher focused solely 

on the relationship between export and firm productivity (performance). Recent finding, 

however elucidate the importance of engaging in import as a way of increasing firm 

productivity on the amount of exports. Andersson, Johansson and Loof (2007) found that 

importing firms higher productive than non-importers in the manufacturing sector. 

Jienwatacharamongkhol (2014) found a productivity enhancing effect from engaging import 

on the amount of export in the manufacturing sector due to learning effect where import 

stimulate learning and leads to firms exporting more. He argues that import experience might 

be a good proxy for current exports as more imports as usually imply a large amount of 

exported goods in the future. Also in terms of policy reform firms with previously import 

experience can exploit benefit from productivity reform more efficiently. Heterogeneous firm 

approach where importers are more productive than non-importers. 

According to Schultz (1993), human capitals has been defined as a key element in improving 

a firm asset and employees in order increase productivity as well as sustain competitive 

advantage. To sustain competitiveness in the organization human capital becomes an 

instrument professional initiative in order to increase the levels of knowledge, skill, abilities, 

values and social assets of an employee which will lead to the employee satisfaction and 

performance and eventually on a firm performance. Rastogi (2000) stated on human capital is 

an important input for organizations especially for employee‟s continuous improvement on 
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knowledge, skill, and abilities. Human capital contains the ability of knowledge, experience, 

skill and talent of firm‟s personnel (Huselidet al, 1997). Labor productivity (human capital) is 

one of the fundamental factors that affect firm‟s performance and value. Boothby et al. (2010) 

argue that the higher quality (greater skilled) human resource generate a greater labor input 

than lower quality human resource. Labour productivity positively related with firm‟s 

performance. In country level, Miller and Upadhyay (2000) find that human capital has a 

positive impact on productivity. Thus good labor productivity and efficient using of the 

capital can improve productivity and finally performance.  

Market concentration measured by Herfindahl index (HI) is the good indicator of the extent of 

computation among firms. Two different industries may exhibit distinct productivity level 

even if they have similar technical efficiency because of the different domination of the 

market (Bomstrom and person 1983). Increase in the Herfindahl index (HI) generally implies 

a decline market competition and rise market power, whereas decreased show the other way 

round. The efficiency structure hypothesis states that performance of the firm is positively 

related to performance. The positive relation relationship between firm profit and market 

structure is attributed to the gain made in market share by more efficient (performed) firms. In 

turn these gains lead to increase the market concentration. That is the increase profits are 

assumed to accrue to more efficient firm because they are more performed efficiently 

(Molyneux and Forbes, 1995). 

2.1.3.2Exceptional theory of industrialization 

Exceptional theory of industrialization (manufacturing firm) has been associated with failing 

relative returns to skill (Galor and Weil 2000, Jones 2001). This fact is at odds with most 

theory of industrialization, which tends to imply rising skill premier as natural concomitant to 

economic growth. Assuming human capital as consumption goods and investment goods, the 

theory demonstrates how rising education levels, non-monotonic fertility rate and falling skill 

premium.Goldin and Katz (2008) suggest a general pattern of falling premier prior to 1950, 

relatively stagnant premia from 1950 to 1980, and rising premier only after 1980. Thus 

historically industrialization appears to be conducive to falling returns to skilled labor relative 

to the returns to unskilled labor.   

2.1.3.3Operational theories of performance 
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operational economic theory state that firms that are incurring losses exit the market and the 

one that are profitable stay in Silveman, Nickerson and freeman (1997) suggest that firm‟s 

performance is correlated with its survival especially during tough economic times. The 

theories suggest that a positive relation between the market performances and overall business 

survival, moreover longer business survival tends to be positively related to be the greater 

sales. This was observed in larger companies which were the older ones and also had lower 

exit rates (Evans, 1987). Jovanovic (1982) finds that the entry size of the firms may be small 

but firms are successful it will eventually expand. This implies longer business survival is 

directly linked to greater operating performance and size (Jovanovic, 1982).  

There have been studies on the type of exits are in fact affected by the weak firm performance 

(Evans, 1987), Aldrich and Auster, 1986). Specialized product industries or customer drive 

industries tend to lose their sales in the time of economic distress (Titaman and Wessel, 

1988). This is more severe if these firms invest heavily in research and development. 

According to Titman and Wessel (1988) research and development is implied indicator of the 

firm‟s specialization. Firms with specialized product are more likely to be sensitive to the 

financial distress due to the customer lost sales in comparison to the other firms (Opler and 

Titman, 1993).   

2.1.3.4Proto industrialization theory 

Proto industrialization theory of firm is the first step of industrialization. The term proto 

industrialization was invited by Franklin Mendels and first used in his 1969 doctoral 

dissertation on the Flemish linen industry (1969/1981). For Mendel proto industrialization 

was the first phase of industrialization. Pre industrial industry he argues preceded and prepare 

modern industrialization proper Mendel (1972:241). During his proto industrial phase rural 

labor force became involved in domestic industries produced for supra- regional markets. The 

population was liberated from the agrarian resource base and labor which had previously been 

unused because of the seasonal nature of agrarian production found employment. 

Subsequently in order for production to expand further, specialization into regions of rural 

industry and commercial agriculture became necessary. Mendel took for granted that all of 

early modern Europe (not just Flanders) saw the decline of traditional urban and guild 

regulation industry, as manufacturing moved into the unregulated countryside. According to 

Mendels proto industrialization also broke down the traditional regulation mechanisms of 
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agrarian society inheritance growth to available economic resource. For the region of Flanders 

which he studied, Mendels sought to show the period of economic upturn proto industry led to 

an increase the number of marriage and this increase was inevasible that is even the period of 

economic downturn, the marriage rate doesn‟t decline again. This he argued generated higher 

fertility and rapid population growth which in turn led to further expansion in rural domestic 

industries. It was this self-sustaining proto industrial spiral Mendels argued which ultimately 

generated labor, capital, entrepreneurship, commercial agriculture and supra regional 

consumer markets required for factory industrialization.   

2.1.4.Firm size theory 

Traditional theory which focused on company‟s profit, although importance of profit is 

unquestionable, complexity of internal and external variables leads to separation of ownership 

and managerial functions and consequently development managerial theories. Three most 

significant managerial firm theories are those formed by Baumol, Williamson and Marris 

which regarded maximize revenue, utility and growth as firm‟s objective. Those theories 

assume manager goal likely to be different from owners which results development of 

principal agent analysis (Foss, Lando and Thomsen, 1999). The Cyert, March and Simon are 

responsible for development of the behavioral firm‟s theories which belong to the group of 

firm theories which think of firms as a multi-purpose organization. The above theories 

determine connection between firm size and performance or to be more precise profitability. 

Focus of firm theories is boarder than explaining reasons for difference in firm performance. 

The theory of firm size on profitability says there is a positive relationship firm size and 

performance was found by Vijayakumar and Tamizhselvan (2010).  

The effect of firm size on the profitability has been examined by several studies since the 

famous of effect of size and growth conducted by Gupta (1969). Size has been found to be 

vital factor in determining profitability through the capital structure decision.  After that size 

was included as one of the firm‟s specific factor by many scholars in their studies. Most of the 

study found that a positive relationship between firm size and firm‟s performance (Dogan, 

2013). As well as theoretically also firm size explores positive relationship with the 

performance (value added per wage) according to the economic scale. Onaolapo and Kajola 

(2010) performed a capital structure and firm performance research and they examine the 

impact of capital structure on firm performance. Asimakeopouloset al (2009) explore that the 
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large firms measured in terms of total sale are more performed compared to small firms. Due 

to the economies of scale of the large firms enjoying more profit and take advantages on 

negotiating the price of inputs and quantity of output.   

However theoretically also firm size explores negative relationship with the performance 

(value added per wage) according to the economic scale, Lee (2009) relationship was 

nonlinear meaning that gains in profitability reduce for larger firm‟s performance. Amato and 

Burson (2007) explore that the large firms measured in terms of profitability are less 

performed compared to small firms.   

2.2 Empirical Evidences 

Review of Empirical Studies on Factors Affecting Firm Performance  

For theoretical principles and frameworks to be valuable to the welfare of societies, they must 

be empirically tested and proved as to their worthiness. The investigation into prior empirical 

studies related to determinants of firm performance helps the researcher to have some 

concrete background on which to construct the frameworks of the study. The empirical works 

also help in constructing the dependent and independent variables and the magnitude and 

direction of relationship among them. Furthermore, it helps as a bench mark against which the 

final outcome of the study is measured and judged. It is on this ground that the following 

empirical works are consulted by the researcher.  

The subject of factors influencing companies‟ performance has been extensively explored by 

different researchers from different perspectives. Some studies focused on identifying the 

major determinants of profitability of manufacturing companies while most studies focused 

on the impact of working capital management and its components on profitability. This 

section reviews previous empirical studies conducted regarding manufacturing companies‟ 

performance influencing factors.   

Pratheepan T. (2014) and Kim Chin Phan (2013) investigated the relationship between firm 

size and profitability of manufacturing companies in Sri Lanka and Thailand respectively. 

They found that firm size was positively and significantly correlated with firms‟ performance. 

In contrast, Sivathaasan N. et al. (2013) studied the relationship between firm size and 

profitability of selected manufacturing companies listed on Colombo stock exchange and 

found that firm size had positive but insignificant effect on profitability.   
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Deloof (2003), Mehtap O. (2016), and Mulualem M. (2011) reported significant positive 

relationship between firm size and profitability of manufacturing firms while Amarjit G. et al 

(2010) found no relationship between firm size and profitability. The findings of Deloof 

(2013), Mehtap O. (2016), and Mulualem M. (2011) agree with the findings of Tratheepan T. 

(2014) and Kim C. Phan (2013) as discussed earlier.  

Kumar (1985) and Chen, Babb and Schrader (1985) in a study of agribusiness sector firms 

found no relationship between size and growth. Acs and Audretsch (1990) also found, in a 

study of the US manufacturing sector for the period 1976 - 1980 that Gibrat‟s law was valid. 

So did Wagner (1992) and Fulton, Fulton, Clark and Parliament (1995) in an empirical study 

of firm growth in the agribusiness sector. All these studies‟ results suggested that Gibrat‟s law 

holds, that is, the growth rate of firms is independent of its size.   

 Contrary to the previously mentioned studies, Evans (1987a, 1987b) found that firm growth 

decreases with firm size in 89 out of 100 industries of the manufacturing sector analyzed. 

Also Hall (1987) found a negative relationship between size and growth for large firms in the 

US manufacturing sector for the period 1976 to 1983. Moreover, Mata (1994) and Becchetti 

and Trovato (2002) have found the same negative relationship between growth and size, 

implying that smaller firms grow faster than larger firms. Dunne et al. (1989) also rejected 

Gibrat‟s law in a study of manufacturing industries in the US, although, a positive correlation 

with size was found.  

On the effect of sales growth on corporate profitability, Mehtap O. (2016) in his study of the 

impact of working capital management on firm profitability regarding Turkish manufacturing 

firm concluded that sales growth is strongly correlated with the profitability of the firms. His 

finding agrees with the findings of Deloof (2003), Nazir and Afzal (2009) and Khanqah 

(2009) who reached the same conclusion in their respective studies.  

Kim C. Phan (2013) and Pratheepan T. (2014) studied the influence of capital structure on 

firm profitability in Thailand and Sri Lanka respectively and found that debt to equity ratio 

was negatively related to profitability. However, Camilia B. (2011) and Sivathaasan N. et al 

(2014) found positive relationship between capital structure and profitability in their study of 

manufacturing firms in Romania and Sri Lanka respectively.   
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On the other hand, Deloof (2003) and Mulualem M. (2011) found negative relationship 

between debt to equity ratio and profitability. Their findings are in agreement with the 

findings of Tratheepan T. (2014) and Kim C. Phan (2013) who confirmed the same negative 

relationship between the variables.  

The impact of fixed asset management on firms‟ profitability was one of the areas empirically 

studied. Camilia B. (2011), in a study conducted on a Romanian chemical company, analyzed 

the impact of fixed asset management on profitability and found negative relationship 

between profitability and the ratio of fixed asset to total asset. Similarly, Pratheepan T. (2014) 

and Amajit G. et al (2010) in a study of Sri Lankan and United States of America 

manufacturing companies respectively found negative and statistically significant relationship 

between asset tangibility and profitability.   

On the other hand, Deloof (2013) indicated positive relationship with firm‟s profitability. This 

contradicts the findings of CamilaBurja (2011), Tratheepan T. (2014) and Amarjit G. et al  

The impact of working Capital management on firms‟ performance, on the other hand, was 

empirically investigated by numerous other researchers.   

Deloof (2003) investigated the relationship between working capital management and firm 

profitability of Belgian firms, where he studied 1009 large Belgian non-financial firms for the 

period of 1992 to 1996. He found a significant negative relationship between gross operating 

income and the number of days of accounts receivables, inventories, accounts payable and 

cash conversion cycle of Belgian firms.   

In analysis of the relationship and factors influencing the profitability of selected oil 

companies in India, Pasuphathi N. (2014) found working capital management to be highly 

influencing factor of firm profitability.   

Mehtap O. (2016) empirically investigated the relationship between working capital 

management and profitability of a sample of 110 manufacturing firms listed on Bosra Istanbul 

during the period of 2005-2014. He found that Cash conversion cycle which is used as a 

comprehensive measure for working capital management had significant and negative impact 

on firms‟ profitability. In addition, the major findings of the study with respect to the 

individual components of working capital management revealed that while average collection 
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period and days of inventory outstanding had a significant negative relationship with 

profitability, average payment period had a significant positive effect.  

BarotHaresh (2012) examined the impact of Working Capital Management on profitability of 

pharmaceuticals firms in India. He found that accounts receivable (negative) and accounts 

payable (positive) were significant in explaining profitability, while inventory turnover and 

cash conversion cycle were found to be insignificant.   

Shahid Ali (2011), in his analysis of the association between working capital management and 

profitability of textile firms in Pakistan, found that profitability (as measured by return on 

assets) was found to be significantly and negatively related to average days‟ receivable, 

positively related to average days in inventory, and significantly and negatively related to 

average days‟ payable.  

Evidence from the United States of America manufacturing firms (Amarjit G. et al, 2010) 

indicated negative relationship between accounts receivables and corporate profitability. This 

finding is in line with the findings of Deloof (2003), Shahid (2011), Barot H. (2012) and 

Mehtap O. (2016). The study further indicated a positive relationship between cash 

conversion cycle and gross operating profit which agrees with the finding of Shahid A. (2011) 

but opposes the study results of Deloof (2003) and Mehtap O. (2016). The study found no 

statistically significant relationship between average days of accounts payable and 

profitability.  

J. AloyNiresh (2012) and Ikpefan O. Ailman et al (2014) studied the relationship between 

working capital management and profitability of manufacturing companies in Sri Lanka and 

Nigeria respectively. Their studies revealed the existence of negative relationship between 

performance measures and cash conversion cycles except that accounts payable period was 

found to be negatively related to profitability in the case of Nestle Nigeria.   

Ibrahim A. et al & Ben Caleb et al (2013) investigated the impact of liquidity measures on 

manufacturing firms‟ profitability using sample companies from Palestine and Nigeria 

respectively. Their findings indicated the existence of positive relationship between predictor 

variables of liquidity (current ratio, liquid ratio and cash conversion cycle) and profitability.   

The impact of working capital management on manufacturing firm‟s profitability in Ethiopian 

context had been studied by Mifta A. (2016), Wubshet M. (2014) and Mulualem M. (2011). 
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Mifta A. (2016) found a significant and negative relationship between average collection 

period and profitability. This agrees with the findings of Deloof (2003), Shahid A. (2011), and 

Methap O. (2016). Further he found a negative but insignificant relationship between 

inventory holding period and profitability. On the other hand, he found insignificant but 

positive relationship between accounts payable period and profitability. Wubshet M. (2014) 

on the other hand, found negative relationship between profitability and the measures of 

inventory conversion period and accounts receivable collection period. He also found a 

significant negative relationship between cash conversion period and firms‟ profitability. 

Mulualem M. (2011), however, confirmed the existence of statistically significant negative 

relationship between profitability and working capital management measures as a whole.  

These studies conducted on the relationship between working capital management and firm 

profitability for the larger part employed the use of accounts receivable collection period, 

accounts payable payment period, and inventory conversion period as individual measures of 

working capital management, while cash collection cycle is used as a comprehensive measure 

for working capital management (Deloof 2003). Besides the researchers used control 

variables in their models. These control variables included firm size, Debt ratio and fixed 

asset ratio.  

In addition to the above mentioned profitability determinant factors, Camilia B. (2011) in his 

study of factors influencing Companies‟ profitability Romanian identified other profitability 

determinants that are much overlooked by other researchers cited in this paper. These factors 

are Sales to Current Assets Ratio (SCAR), Expense Revenue Ratio (ERR) and Gross Margin 

Return on Inventory (GRMOI). In his conclusion the researcher found that these factors are 

among those that have good implication on profitability.   

According to Camilia B. (2011) a significant impact on the profitability increasing exerted the 

actions of lowering the all operating expenses. Due to the indicator Expense Revenues Ratio, 

return on assets has considerably increased. Finally, the researcher concluded that proper 

organization of operating activities should be aimed at the efficient use of current assets, 

which usually have the highest share in total assets. The efficiency of utilization of current 

assets increases when the rotation of the component elements (inventories and receivables) 

speeds up so that overall result will be a higher performance. 

2.4Manufacturing Industries in Ethiopian Context 
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Stephen and Wasiu (2013), finds that in defining large and medium scale enterprise, and 

industries references are made to qualitative and quantitative measures on the basis of the 

number of people employee in the enterprise or industries, investment out lay, annual sales 

turn over or a combination of these measures. In light of this, the definition and classification 

of industries in our countries context are discussed as follows. The arrangement the definition 

are as follows: Micro Enterprises an enterprise that consists employees including the owner or 

family is not greater than 5 and total asset is less than 100,000 ETB for industrial sectors.  

Small scale manufacturing is industrial company that employee 6-30 workers or and its total 

asset is 100,001 up to 1.5milion (one point five million) ETB, Medium scale industries an 

industrial company that employee 31-200 workers and its total asset is 1,500,001 up to 

30,000,000(thirty million) ETB and Large scale industries an industrial company that 

employee more than 200 workers and its total asset is more than 30,000,000 (thirty million) 

ETB.  The government of Ethiopia has design and implement long, medium and short term 

plans to mitigate poverty and ensure rapid and sustainable economic development in multiple 

sectors. To ensure accelerate and sustainable economic development, the government believes 

that industrial growth is a fundamental tool. Accordingly, design Industrial Strategy and five 

years Growth and Transformation Plan (GTP), which is expect to accelerate the 

transformation from agriculture to industry-led economy. Based on GTP of Manufacturing 

industry sector textile and garment, leather industry, Agro-processing, pharmaceutical, 

chemical, metal industry and Meat & milk industry were the prioritize sub sectors. So far, 

different supports and co ordinations the above sub sectors have made to achieve the GTP 

goals.   

The Government of Ethiopia has given emphasis to ensuring fast and sustain development of 

industrial sector in its Growth and Transformation Plan (2010/11 -2014/15).  

Investment guarantees and protections   

The Constitution and other laws of the country protect private property. Investment 

Proclamation No. 769/2012 Says, the encouragement and expansion of investment especially 

in the manufacturing industries has become necessary so as to strengthen the domestic 

production capacity and there by accelerate the economic development of the country and 

improve the living standards of its people. The proclamation further states by supporting a 

foreign investor have the right to make the following remittances out of Ethiopia in 

convertible foreign currency, Profit and dividends, Principals and interest payments on 
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external loans, Payments relate to technology transfer agreements, Payments relate to 

collaboration agreements, Proceeds from the sale or liquidation of an enterprise, 

Compensation paid to an investor and Proceeds from the sale or transfer of shares or partial 

ownership of an enterprise to domestic investor.  Moreover, to make the growth of industry 

sustainable and effective in the country Ethiopia becomes member of the:  Multilateral 

investment guarantee agency (MIGA), a world bank affiliate, which issues guarantee against 

non-commercial risks in signatory countries   

World intellectual property organization   

In addition, the country has signed double taxation avoidance treaties with Algeria, Romania, 

Czech Republic, Russia, China, Seychelles, Egypt, South Africa, France, Sudan, India, 

Tunisia, Israel, Turkey, Italy, United Kingdom, Kuwait, Yemen.  

Investment Incentives   

The Council of Ministers Regulations No.270/2012, the amendment investment incentive and 

investment areas regulation No.312/2014 and Investment Proclamation No.769/2012 specifies 

the areas of investment eligible for investment incentives. The areas of investment eligible for 

investment incentives include: Tax incentives, import duty exemptions, tax holidays, etc.  

Fiscal Incentive   

Based on above mention regulations and proclamation the following incentives are giving to 

investors. To encourage private investment and promote the inflow of foreign capital and 

technology into Ethiopia the following customs duty exemptions are provide for investors 

(both domestic and foreign) engaged in eligible new enterprises or expansion projects in 

manufacturing industries.  

 

2.5.Conceptual framework 

Most of the empirical literatures reviewed tried to link the profitability of manufacturing 

companies to three major factors: namely resource management, efficiency of the companies‟ 

management in running the business with the least possible operational cost, and the size of 

the firm. Included under the category of resource management are factors such as gross 

margin returns on inventory, sales to current asset ratio and inventory holding period 

(Camilia, B. 2011). Firm size as factor of profitability had been extensively employed by lots 

of researchers (Deloof, 2003; Evans & Hall, 1987; Partheepan T. 2014; kim C. Phan 2013; 
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Mehtap O. 2016). Expense to revenue ratio, gross margin return on inventory and sales to 

current asset ratios are employed in the work of Camilia, B., 2011. Time as a variable is used 

in the study to account for the trending nature of some of the variables (Gujarati, 2003).  

The internal factors that influence the firm‟s performance can be classified as management, 

and tools and machineries factors. To align the conceptual framework with the research 

objectives, Flour factory performance is the dependent variable whereas politico-legal, 

working place, technological, infrastructural, marketing, financial, management and tools and 

machineries factors are all independent variables. The relationship can be expressed and 

shown in figure 2.1 

 

Figure 2.1 Conceptual frameworks 
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CHAPTER THREE 

METHOD OF THE STUDY 

 

This part will deal about the research methods which was used in order to address the research 

questions and fulfill the purpose of the research are present. It provides an overview of the 

types and approaches of research design, Sampling and sample design, sources and methods 

of data collection and methods of data analysis will be presented for this particular study.   

3.1 Research Approach 

This study was used both qualitative and quantitative approach (mixed research approach).  

Since the research is using mixed approaches, to assess the determinant of the performance of 

flour factories found around Debrebrehan town and to gain the level of influence about the 

performance. The data were collected by using questionnaires with both qualitative and 

quantitative questions.    

3.2. Research design 

The study was employed explanatory research approach in dealing with determinants of 

performance of flour factories found around Debrebrehan town. Schindler and Cooper (2001) 

cited in Mifta A. (2016) discussed that explanatory studies unlike descriptive studies go 

beyond observing and describing the phenomena; and tries to explain the extent and nature of 

causal relationship among dependent and independent variables.   

The justification for this approach is that it assists the researcher to explain the impact of 

influence factors on the performance of the factories. Moreover, as the approach goes beyond 

the description of phenomena, it enables the researcher to use earlier empirical studies to 

substantiate findings.   

3.3 Population of the study 

3.3.1 Target Population 

The target population of this study include flour factories companies operating in around 

DebreBrehan town. The target population comprised of the employees of three (3) flour 

factories situated in Debreberhan town, Ethiopia. 

3.3.2 Sample selection 
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This study used sample of 3 flour factories located in Debre Berhan Town categorized under 

large tax payers‟ office. To be included in the research analysis, the firms‟ permanent 

employees, to allow the researcher obtain sufficient data for calculating the representative 

from each firm. Asegdew, (2016) cited different researchers who apply this sampling 

technique.Moreover(Amugune B.K,2014) prepared a workshop regarding sample size 

determination and sampling techniques. Amugune mentionedthat one of the sample size 

determination in quantitative studyis a simplified formula of Yamane (1967) where the 

sample size is with an error of 5% and with a confidence interval of 95%.   

Therefore, the researcher applied this sampling technique formula fromAsegdewand found it 

suitable forthis study and computed as follows: -  

 

n = N/(1+N (e
2
)  

= 133/ (1+133(0.05
2
)  

= 100 

 

This total sample size is proportionally distributed to each stratum.  

Accordingly, 100 respondents were selected from the total of 133 three flour factories which 

is 75.2% of the sample population. These 100respondents were selected from sun, Sikini, and 

Demis flour factory on proportional basis. Therefore, 46x0.752= 35, 40x0.752=30, 

47x0.752=35 for sun, sikini, and Demis flour factories respectively. Face-to-face interviews 

were conducted on the factories managements. 

 

3.4. Data collection techniques and procedures 

The study employed both primary and secondary sources of data collection. 

I. Primary source  

The study used questionnaire and interview guide as instrument of primary data collection. 

Regarding the administration, the researcher conducted face-to-face interview with the factory 

management operators. During conducting interview, questions were asked in face-to-face 

contact with interviewee.  Interview as method of data collection is preferred because of its 
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high response rate. Questionnaires were distributed to the respondents concerned with a 

request to answer the questions on their own and return the questionnaire back. From the two 

commonly used types of questionnairecontaining self-assessment items measured on the 5-

point Likert type of scale strongly disagree, disagree, neutral, agree, strongly agree and 

qualitative data collect through open-ended questions questionnaires are distributed. 

 

II. Secondary sources  

Secondary data were collected from, files, office manuals, policy and strategy papers were 

used to provide additional information where appropriate. Besides, books published and/or 

unpublished papers, government documents, website and others to enrich the study with 

secondary data. 

3.5 Methods of Data Analysis 

The procedure followed used in data analysis have significant impact on the accuracy and 

relevance of the findings for data analysis. Structured questionnaire is one of primary source 

of data collection instrument. After compiling the output of questionnaires the variables will 

entered in software and the data will also enter. There are some statistical techniques were 

applied on data to find out the results. These are: -   

3.5.1 Descriptive statistics 

It used to describe and summarize the response of the questionnaires by checking frequency, 

mean and standard deviation for the variables.  

3.5.2 Inferential statistics 

Inferential statistics was computed and used to come up with conclusion on how 

representative is the sample to tale about the population. First, Correlation Coefficient 

analysis was applied which was primarily concerned with the finding out whether a 

relationship exist or not and determine magnitude and direction. Second, multiple regression 

analysis was applied to measure the dependent variable which is presumed to be a function of 

the independent variables.  

3.6 Ethical consideration 

In the thesis the researcher was adheres to all ethical and legal issues and handles it 

professionally. A formal letter from Debrebrhan University send to the selected flour factory. 



28 

 

And the names of employees select in the sample were not mentioned in the questionnaire for 

confidentiality purpose. Also the researcher respects the respondents right to participate or not 

at any time.  

3.7 Reliability and Validity 

 

As proclaimed by Bhattacherjee (2012), reliability is the degree to which the measure of a 

construct is consistent or dependable. In other words, if we use a certain scale to measure the 

same construct multiple times, we will get pretty much the same result every time, assuming 

the underlying phenomenon is not changing. This research has administered the most 

commonly used internal consistency reliability measure of Cronbach‟s alpha which was 

originally designed by Lee Cronbach in 1951. According to Sekaran (2003), reliabilities less 

than 0.6 are considered to be poor, those in the 0.7 range to be acceptable and those over 0.8 

are good. The reliability coefficient closer to 1 is better. Cronbach‟s alpha coefficient and the 

reliability measure calculated by SPSS version 20.00 is 0.69 for the final survey. Since this 

reliability statistic is above the minimum required threshold, it implies that the reliability of 

the questionnaire high. 

Table 3.1Reliability statistics for the finalsurvey 

 Reliability Statistics    

Cronbach's Alpha  N of Items  

.698  8 

 

Table 3.2Cronbach Alpha Coefficient for each variable 

 Cronbach's Alpha  

Politic-legal factor  .741  

Working place factor   .676  

Technological factor 

Infrastructure 

 Tools and machine 

Marketing 

Management 

.732  

.658  

.649  

.714  

.791 
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The reliability of instruments measures the consistency of instruments. Creswell (2009) 

considers the reliability of the instruments as the degree of consistency that the instruments or 

procedure demonstrates. The reliability of a standardized test is usually expressed as a 

coefficient, which measures the strength of association between variables. Such coefficients 

vary between -1.00 and +1.00 with the former shows that there is a perfect negative reliability 

and the latter shows that there is perfect positive reliability.   
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CHAPTER FOUR 

RESULT AND DISCUSSION 

In the preceding chapter the research design employed in this study is presented and discussed 

in detail. The purpose of this chapter is to present results and discussion of the data collected 

through questionnaire. Interpretation was made through tables, summary statistics such as 

means, standard deviations, minimum and maximum are computed for each determinant of 

Factory performance in this study. The findings from the questionnaires were analyzed by 

using SPSS (Version 20).  The results from the study are presented in the form of frequency 

table and graphs. To facilitate ease in conducting the empirical analysis, the results of 

descriptive analyses are presented first both primary and secondary data, followed by the 

inferential analysis. 

Regarding to primary data one hundred questionnaires were distributed across employees 

working in flour factories. 64 questionnaires were completed and retrieved successfully, 

representing 64% response rate.  

4.1 Descriptive statistics 

This section discussed the summary statistics of each variables of the study. The variables 

include the dependent and independent variables. The dependent variables used in this study 

in order to measure the flour factories performance whereas the explanatory variables 

(independent variables) are Politico-legal, Working place, Technological, Infrastructural, 

Marketing, Financial, Management and Tools and machineries.  

The researcher conducted descriptive statistic using SPSS in order to give the audience more 

understanding about the study variables that are being analyzed. According to J.M 

Wooldridge(2000) Descriptive statistics is the first step in our analysis. Descriptive Statistics 

is the foundation stone for any type of analysis which enables the researcher to describe the 

relevant aspects to all the study variables that will entail detailed information about each 

relevant variable Descriptive statistics is derived from statistical analysis before another test 

performed using multiple regression analysis (Djoko Suhardjanto, et al, p. 240, 2009). 

Descriptive studies produced the mean, minimum, maximum and standard deviation for each 

variable. Accordingly, the descriptive statistics for all variables are presented below in table 

4.1.  
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Table.4.1. descriptive statistics of study variables 

 

 POL WP TEC INF MRK MNG FIN TM 

 

PER 

 Mean  4.276335  8.297101   0.097077   0.463668 

  

3.427488   0.296027   1.154879   16.30000   0.106531  

 Median   4.142255  8.233765   0.079978   0.414232 
  

2.404328   0.282355   0.918008   13.50000   0.084144  

 Maximum  10.78294  9.661461   0.634240   0.962356 

  

14.77751   0.661826   3.548370   34.10000   0.339377  

 Minimum  0.509554  6.953613  -0.271243   0.132818 

  

0.044721   0.017389   0.147964   7.700000  -0.073276  

 Std. Dev.  1.754202  0.727836   0.136919   0.214250 

  

3.165247   0.160752   0.695206   9.756217   0.095337  

 

Observations  64  64  64  64  64  64 64 64  64 

         
 

Source: Survey Result, 2021 

 

Table 4.1 shows the descriptive statistics of each variable, computed based on the 64 

observations recorded. It can be noticed that the performance fluctuates between 0.339377 

and 0.073276, that means the performance of flour factoriesmay earn 0.33 of net income from 

a single birr of asset investment, and the maximum losses incurred by flour factories 

companies had a loss of 0.07 cents on each birr of asset investment respectively. While an 

average value of 0.106531 PER deviates from the average value with about 0.095337, which 

implies the presence of good variations among the values of performance across the flour 

factories included for this study.  

 

There exists significant variation across the flour factory for the reason that the mean value of 

working place is 8.30 and the value of the standard deviation is 0.73. Hence the varieties of 

work place among flour factories might have significant impact on performance of flour 

factories. The maximum and minimum values of work place were 9.66 and 6.95 respectively.   
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The mean value of technology is 3.43 and the value of standard deviation is 3.17 with 14.78 

maximum and 0.045 minimum values. This result shows that the flour factories aremore 

technology intensified and others also shows the existence of low variation and almost all 

needed technologyin flour production under consideration.  

 

The mean value of financial factor is 1.15 with the standard deviation of 0.70 which shows 

high variation it implies the firm invested large amount of money in order to get one-dollar 

worth of output. As noted by Shaheen and Malik (2012) the more finance applied to produce 

that same unit the more capital intense the firm is said to be. Henceconsidering to this study 

the variation of standard deviation from its mean and the maximum which is 3.55 and 

minimum of 0.15 shows that flour factories had classified into those industries considered to 

be more finance intensive.  

The average value for management (MNG) has become 0.29 with a standard deviation of 0.16 

Therefore, there exists moderate variation among the managerial efficiency across the 

selected flour factories included in this study. The mean value 0.29 indicates that flour 

factories are perform efficiently because their operating expense per unit of operating income 

is high, which means a 29% of performancedetermined by management factors related. The 

maximum and minimum management factors were 0.661 and 0.017 respectively.  

 

The average determination of tools machines is 16.30 percent with the standard deviation of 

9.76. This indicates that there was significant variation in tools and machine availability 

determine the performance within the study selected.  

The maximum and minimum tools and machineries observation were 34.10 and 7.70 percent 

respectively. 

 

4.2Test results for the classical linear regression model assumptions 

Here under presents the basic corner stone regression test assumptions which are carried out 

to ensure that the data fits the basic assumptions of classical linear regression model. 

Consequently, the results for model misspecification tests are presented as follows:  
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4.2.1. Test for expected value of error term is zero 

 

According to Brooks (2008) the first assumption of CLRM required that the average value of 

the errors is zero. In fact, if a constant term is included in the regression equation, this 

assumption will never be violated. If the regression did not include an intercept, and the 

average value of the errors was nonzero, several undesirable consequences could arise. First, 

R
2
, defined as ESS/TSS can be negative, implying that the sample average, ȳ, „explains‟ more 

of the variation in y than the explanatory variables. Second, and more fundamentally, a 

regression with no intercept parameter could lead to potentially severe biases in the slope 

coefficient estimates. The effect is that the estimated line in this case is forced through the 

origin, so that the estimate of the slope coefficient (β) is biased. Additionally, R
2
 and Ṝ

2
 are 

usually meaningless in such a context.But, based on the result of this study the constant term 

is included in the regression, besides the result of the R
2
 has a meaning. Therefore, in this 

case the first assumption of CLRM is not violated.  

  

4.2.2. Test for heteroscedasticity 

As Brooks (2008), it has been assumed thus far that the variance of the errors is constant, σ
2
 -- 

this is known as the assumption of homoscedasticity. If the errors do not have a constant 

variance, they are said to be heteroscedastic. In this study as shown in table 4.2 both the F-

statistic and ChiSquare versions of the test statistic gave the same conclusion that there is no 

evidence for the presence of heteroscedasticity, since the p-values were in excess of 0.05. The 

third version of the test statistic, scaled explained SS, which as the name suggests is based on 

a normalized version of the explained sum of square from the auxiliary regression, also gave 

the same conclusion that there is no evidence for the presence of heteroscedasticity problem, 

since the p-value was considerably in excess of 0.05.  

Table 4.2: Heteroscedasticity Test 

 

 

 

 

 

     

F-statistic  1.416493    Prob. F(35,34)  0.1562  

Obs*R-squared  41.52335    Prob. Chi-Square(35)  0.2077  

Scaled explained SS  29.84606    Prob. Chi-Square(35)  0.7151  
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Source: Survey Result, 2021 

 

 

4.2.3. Test for autocorrelation 

 

As noted in Brooks (2008) Assumption 3 tells that is made of the CLRM‟s disturbance terms 

is that the covariance between the error terms over time (or cross-section ally, for that type of 

data) is zero. In other words, it is assumed that the errors are uncorrelated with one another. If 

the errors are not uncorrelated with one another, it would be stated that they are „auto-

correlated‟ or that they are „serially correlated. Auto-correlation is an assumption that the 

errors are linearly independent of one another (uncorrelated with one another). If the errors 

are correlated with one another, it would be stated that they are auto correlated. To test for the 

existence of autocorrelation or not, the popular Durbin-Watson test was employed. The 

rejection / non-rejection rule would be given by selecting the appropriate region from the 

following figure:   

Figure: 4.1 Rejection / non-rejection rule  

 

 

The DW test does not follow a standard statistical distribution such as a t, F, or χ2. DW has 2 

critical values: an upper critical value (dU) and a lower critical value (dL), and there is also an 

intermediate region where the null hypothesis of no autocorrelation can neither be rejected 

nor not rejected! The rejection, non-rejection, and inconclusive regions are shown on the 

number line above in figure 4.1. So, to reiterate, the null hypothesis is rejected and the 

existence of positive autocorrelation presumed if DW is less than the lower critical value; the 

null hypothesis is rejected and the existence of negative autocorrelation presumed if DW is 
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greater than 4 minus the lower critical value; the null hypothesis is not rejected and no 

significant residual autocorrelation is presumed if DW is between the upper and 4 minus the 

upper limits (Guajarati, 2004).  

   Figure: 4.2 DW results  

 

 
 

   0     1.401.84            2             2.13                    2.634      

Source: http://www.ekonomija.cg.yu/ Durbin-Watson%20statistika.htm.  

 

From the results of this regression the value of DW result was 1.72. As mentioned in the 

previous chapters to empirically analyze the determinants of flour factories in Debre Berhan, 

64respondents were used in the model. Moreover, there were 8 explanatory variables and an 

intercept term in the model. FromDurbin-Watson test statistic table therefore, the relevant 

values for the test are dL= 1.40, dU = 1.84, i.e., for 64 respondents and 8 explanatory variables 

excluding the constant term. Hence, 4 - dU = 4-1.84=2.16; 4 - dL = 4-1.40=2.60. The Durbin- 

Watson test statistic result 1.72 is clearly between the lower limit (dL) which is 1.40 and the 

critical value of 4- dU i.e.1.84 and thus the null hypothesis has no autocorrelation is within the 

inconclusive region of the number line and thus there is no evidence for the presence of 

autocorrelation.  

4.2.4. Test for normality 

One of the most commonly applied tests for normality is the Bera-Jarque (BJ) test. BJ uses the 

property of a normally distributed random variable that the entire distribution is characterized 

by the first two moments the mean and the variance. The standardized third and fourth 

moments of a distribution are known as its skewness and kurtosis. Skewness measures the 

extent to which a distribution is not symmetric about its mean value and kurtosis measures 

how fat the tails of the distribution are. A normal distribution is not skewed and is defined to 

have a coefficient of kurtosis of 3. It is possible to define a coefficient of excess kurtosis, 

equal to the coefficient of kurtosis minus 3 a normal distribution will thus have a coefficient 

of excess kurtosis of zero. A normal distribution is symmetric and said to be mesocratic. If the 
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residuals are normally distributed, the histogram should be bell-shaped and the Bera-Jarque 

statistic would not be significant. This means that the p-value given at the bottom of the 

normality test screen should be bigger than 0.05 to not reject the null of normality at the 5% 

level. (Brooks,2008) 

 

The result of normality tests for this study is as shown in figure 4.3 below where the 

coefficient of kurtosis is around 3, and the Bera-Jarque statistic had a P-value of 0.642579it 

implied that the residual of this study are normally distributed and the data were consistent 

with a normal distribution assumption.  

  

Figure 4.3 Normality test for residuals (results from SPSS)  

 

 

 

Series: Residuals 

Sample 1 70 

Observations 64 

Mean        2.58e-17 

Median  -0.007231 

Maximum   0.146149 

Minimum  -0.132190 

Std. Dev.   0.058825 

Skewness   0.231295 

Kurtosis   2.832472 

Jarque-Bera 0.645994 

Probability 0.642579 
 

 -0.10 -0.05 0.00 0.05 0.10 0.15  

Source: Survey Result, 2021. 

 

4.2.5 Test for multicollinearity 

 

According to Brook (2008). The most mentioned author in this chapter; an implicit 

assumption that is made when using the OLS estimation method is that the explanatory 

variables are not correlated with one another. If there is no relationship between the 

independent variables, they would be said to be orthogonal to one another. If the independent 
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variables were orthogonal to one another, adding or removing a variable from a regression 

equation would not cause the values of the coefficients on the other variables to change. In 

any practical context, the correlation between independent variables will be non-zero, 

although this will generally be relatively benign in the sense that a small degree of association 

between explanatory variables will almost always occur but will not cause too much loss of 

precision. However, a problem occurs when the explanatory variables are very highly 

correlated with each other, and this problem is known as multicollinearity. The 

multicollinearity test helps to identify the correlation between explanatory variables and to 

avoid double effect of independent variable from the model.As noted by Kennedy (2008) 

multicollinearity problem exists when the correlationcoefficient among the variables are 

greater than 0.70. The current study used correlation matrix to detect the problem of 

multicollinearity. In section 4.2.5.1 and 4.2.5.2displays the correlation matrix between 

dependent with independent variables and the correlation matrix between independent 

variables.  

4.3Correlation matrix between Performance and independent variables 

According to Martin (2010:67) performance is defined simply in terms of output terms such 

as quantified objectives or profitability. Performance has been the subject of extensive and 

increasing empirical and conceptual investigation in the small business literature (Bidzakin 

K.J., 2009:31). Performance can be expressed in terms of competition, concentration, 

efficiency, productivity and profitability, but in this study performance is defined as 

profitability. The performance reflects the ability of flour factory to generate profits from the 

company assets and this profitability measure is correlated with other independent variables 

either positively or negatively. In table 4.3 below, the correlation analysis was undertaken 

between performance measure; Performance and independent variables; Politico-legal, 

Working place, Technological, Infrastructural, Marketing, Financial, Management and Tools 

and machineries. As it can be seen from the table below, there was a negativecorrelation 

between performance and Politico-legal, Working place, Technological, Infrastructural and 

Marketing. While, there is a positive correlation between performance and Financial, 

Management and Tools and machineries.  

As per the table below, the correlation coefficient between performance and Infrastructural 

was -0.045 which is the smallest correlation coefficient as compared to other variables, this 
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mean that infrastructure has small association with performance which is similar to other 

previous studies. But, managerial efficiency had ranked the highest positive correlation 

coefficient compared to other variables. This result shows that the managerial efficiency is 

high in flour factories it shows positive correlation with the successful performance measured 

by performance. This means that these variablehad a major role on the performance of flour 

factories.  

  

Table 4.3 Correlation matrix between Performance and independent variables 

 POL WP TEC INF MRK MNG FIN TM 

 

PER 

POL  1.000000         
 

WP -0.092632   1.000000        
 

TEC 
-0.218070   0.147985   1.000000       

 

INF -0.044906   0.134921   0.109660   1.000000      
 

MRK -0.132847  -0.449650  -0.020912  -0.280010   1.000000     
 

MNG  0.507729   0.169870  -0.002089  -0.174286  -0.146866   1.000000    
 

FIN 
0.463763  -0.046514   0.254392  -0.072313   0.129874   0.155757   1.000000   

 

TM  0.121262  -0.125978   0.330223  -0.093723  -0.047799 

 -

0.054269 

 -

0.215998   1.000000  

 

PER 
-0.12603 -0.05432 -0.04788 -0.093789 0.3302  -0.216016 0.134956 -0.174236 1.000000 

 

Source: Survey Result, 2021.  

 

4.4Regression analysis result 

 

This section presents over all the empirical results of the regressions analysis for the 

determinant of flour factories performance which is measured by Politico-legal, Working 

place, Technological, Infrastructural, Marketing, Financial, Management and Tools and 

machineries. Under the following regression outputs, the beta coefficient may be negative or 

positive; beta indicates that each variable‟s level of influence on the dependent variable. P-

value indicates at what percentage or precession level of each variable is significant. The R-
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squared value measures how well the regression model explains the actual variations in the 

dependent variable (Brooks, 2008). Rsquared statistics and the adjusted- R squared statistics 

of the model was 84% and 78% respectively. This indicates the independent variables in this 

study jointly explain about 84 percent of the variation in the performance of flour factories. 

The remaining 16 percent of the variation in the performance of flour factories explained by 

other variables which are not included in the model in this research. Thus these variables 

collectively, are good explanatory variables to identify the determinant of flour 

factoriesperformance. The regression F-statistic (13.65) and the p-value of zero attached to 

the test statistic revealed that the null hypothesis that all of the coefficients are jointly zero 

should be rejected. Thus, it implies that the independent variables in the model were able to 

explain variations in the dependent variable.  

Table 4.4 Summary of Regression out put 

Dependent Variable: PER   

Method: Ordinary Least Squares        

Total respondents: 64  

     
     

     

Variable  Coefficient  Std. Error  t-Statistic  Prob.    

     

 

TEC 

 

-0.207573  

 

0.041227  

 

-5.034948  

 

0.0000***  

MNG 0.115591  0.006032 1.780909  0.0000***  

TM -0.001422  0.002828  -0.502698  0.6174  

INF -0.106215  0.052079  -2.039506  0.0468**  

WP 0.024046  0.056750  0.423721  0.6736  

MRK -0.035028  0.013365  -2.620836  0.0056**  

FIN -0.001382  0.000785  -1.759585  0.00847  

POL 0.307591  0.106031  2.900939  0.0000***  

C  

 

1.852501  0.334352  

 

5.540575  

 

0.0000  

 

a. Predictors: (Constant), Politico-legal, Working place, Technological, 

Infrastructural, Marketing, Financial, Management and Tools and machineries 

b. Dependent Variable: Flour factories Performance 

 

   

Table 4.5 Analysis of Variance (ANOVA)    
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R-squared  

   

0.847852    Mean dependent var  

 

0.106531 

Adjusted R-squared  0.785751    S.D. dependent var  0.095337 

Sum squared resid  0.095419    Schwarz criterion  -2.485547 

F-statistic  13.65275    Durbin-Watson stat  1.729765 

Prob(F-statistic)  0.000000     

     

     

***, **, indicates significant at 1%, and 5%, significance level respectively.  

Source: Survey Result, 2021.   

 

Theordinary least square regression analysisabovewasused to estimate by the following 

model: - 

 

PERfb,t= α + β1POLfb,t+ β2TMfb,t + β3WPfb,t+ β4TECfb,t +β5MNGfb,t + β6MKTfb,t+β7 

INFfb,t +β8FINfb,tЄfb,t  

Table 4.4 above shows that independent variables Politico-legal, working place, 

Technological, Infrastructural, Marketing, except these three variables i.e. Financial, 

Management and Tools and machineries had significant impact onperformance. Among the 

significant variablestechnology and marketing were significant at 1% significance level since 

the p-valuefor those variables were 0.0000 and 0.0056 respectively. Whereas variables like 

working place and politico-legal were significant at 5% significance level.  

Regarding the coefficient of independent variables; technology, tools and machine, 

infrastructure, marketing and finance were negative against performance as far as the 

coefficients for those variableswere -0.2075, -0.001422, -0.106215, -0.035015, and -0.001382 

respectively. On the other hand, variables like management,work place and politico-legal had 

a positive relationship with performance to the extent that their respective coefficients 

were0.115591, 0.30759 and 0.02409respectively.  
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Technology 

The OLS regression result of this study revealed that there exist a significant and negative 

relationship between technology and performance of flour factories with a regression 

coefficient of -0.2075, t-statistics of -5.0349 and p-value of 0.000. Technology has been 

considered as a fundamental variable in explaining firm performance. As cited by Yisau, A. 

(2013), a number of studies investigate the effects of technology on firm performance. He 

stated that according to the conclusions of various studies the impacts of technology 

onperformance can be negative or positive. Technological factors include complexity, 

compatibility, relative advantage, ease of use and usefulness. 

Thus from the result of the regression output and the above discussions the hypothesis of 

these study is not rejected. Technological factor was hypothesized that it would have negative 

and significant effect on performance flour factories.  

Management  

Managerial efficiency is the proportion of total organization resources that contribute to 

productivity during the manufacturing process. The higher this proportion, the more efficient 

the manager. The more resources wasted or used during the production process, the more 

efficient the manager. Successful performance and management efficiency are usually taken 

to be positively associated such that poor current performance may threaten current 

management efficiency and poor management efficiency may threaten performance. As it can 

be seen from table 4.4, managerial efficiency as measured by the factories performance 

statistically significant at 1 percent significant level with performance. Which means 

management of flour factories are efficiently utilize their resources and had great contribution 

to improve performance. From the table regression result coefficient is 0.115591, t-

statistics0.006032 and p-value of 0.0000. For this reason, the results are reliable with the 

hypothesis of the study and had similar result with Jamali and Asadi (2012).Therefore, the 

formulated hypothesis was not rejected.   

Tools and machineries  

 

With a regression coefficient of -0.001422 t-statistics of -0.502698 and p-value of 0.6174 the 

regression results of the study showed that there is a statistically significant negative 

relationship between tools and machinery of flour factories and their performance at 5% 
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significant level. For this reason, the results are consisting with the hypothesis of the study 

and.  

 

Infrastructural 

As shown above in table 4.4, the regression coefficient of infrastructure is -0.106215 with a t-

statistics of -2.039506 Infrastructural and significance value of 0. 0468.The results of this 

regression regarding infrastructure implied that there is significant relationship between 

infrastructure and performance of flour factories. Hence this result had not consistent withthe 

formulated hypothesis of the study, the researcher was initially beginning with the hypothesis 

that Infrastructure has positive and significant effect on performance. The result is similar 

with the finding of Samuel and Abdulateef (2016), Endale (2015),Nwakaeg (2014) their study 

revealed that infrastructure has negative statistically significant relationship with performance 

on the other hand the study done by, (Al-jafari and Al- Samman, 2015) (Menta F.M. 2015); 

(On wumere and Ibe 2012) they founded that infrastructure has Positive and negative 

statistically significant relationship with performance. Therefore, the results show statistical 

significance between these variables, it can be concluded that the infrastructure still explains 

the variation in performance of flour factory negatively or positively.  

 

Working place 

The results of the fixed effect regression analysis show that there is a positive and statistically 

insignificant relationship between work place and performance of flour factories with a 

regression coefficient of 0.024046, t-statistics of 0.4237 and p-value of 0.6736. For this 

reason, the results are not consistent with the hypothesis of the study. The researcher 

hypothesized that Working place has positive and significant effect on performance. Rather 

for this study the formulated hypothesis is rejected.  

The study of Tariq B.and Arshad H. (2013), Kouser. R. et al (2012) have the result similar to 

this study, they found a positive and statistically in significant relationship between work 

place and performance.  

 

Marketing 
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As it can be seen from table 4.4, marketing as measured by the performance is statistically 

significant at 1 percent significant level with performance of flour factories. Which means 

marketing of flour factories are efficiently utilize their resources and had great contribution to 

improve performance.From the table regression result coefficient is -0.035028 t-statistics 

0.013365 and p-value of 0.0056. For this reason, the results are in consist with the hypothesis 

of the study and had similar result with Jamali and Asadi (2012). Therefore, the formulated 

hypothesis was rejected.   

 

Financial 

The coefficient of finance which is measured by performance was negative 0.001382 and 

statistically significant at 5% significance level (p-value=0.00847). According to (Lee and 

Xiao,2011) capital-intensive business is the one that requires large amounts of financial 

resources to produce products or services. Often as a productivity increase or fixed assets to 

sales or labor inputs, defines a firm‟s efficiency in utilizing its assets to produce goods or 

services. As he noted, with empirical support, the financial economics literature suggested 

both benefits and drawbacks from finance in relation to firm risk and performance. high level 

of financing may increase a firm‟s risk from high volatility in performance, likely induced by 

the significant level of fixed costs that do not vary according to variations in sales (Brealey 

and Myers, 1984; Shapiro and Titman, 1986) cited by (Lee and Xiao, 2011). On the other 

hand, finance may help a firm to be financially efficient from its already committed and 

expensed costs for fixed assets that contribute to the firm‟s production during the life of those 

assets (Lubatkin and Chatterjee, 1994) again cited by (Lee and Xiao, 2011). The above 

regression analysis shows negative and significant results. The researcher believed that it 

could be one of the above reason for a negative result of finance and the framed hypothesis is 

not rejected. 

 

Politico-legal 

Regarding to politico-legal variables table 4.4 regression result shows that the general 

political-legal status of the country does not showsignificant effect on performance of flour 

factories. According to the result coefficient of inflation rate is 0.30759 with a t-statistics of 

2.900939 including a 10 % significance value of 0.106031. Thus from the result it can be 
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concluded that there exists no relationship between political-legal with performance with a 5 

% significant level. It is therefore not consistent with the hypothesis of the study. The 

hypothesis of this study is rejected. Most studies indicated that performance have insignificant 

relationship with flour factories performance. To mention,Mutunga, (2014); Moaveni (2014); 

TariqandHasan (2013); Naceur (2003); Ayadi and Boujelbene (2012) concluded that the 

politico-legal variables do not have significant effect on performance.It can be concluded that 

from this study thegeneral politico-legal factordoes not havesignificant impact on 

performance of flour factories.  
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CHAPTER FIVE 

SUMMARY OF FINDING,CONCLUSION AND RECOMMENDATIONS 

The previous chapter presented the analysis of the findings, while this chapter deals with the 

conclusions and recommendations provided based on the findings of the study. Accordingly, 

this chapter is organized into two subsections. The first section presents the conclusions 

whereas the second section presents the recommendations.  

5.1 Summary 

In this study, the empirical analysis of investigating the determinants of the performance of 

flour factories found around Debre Berhan town was conducted using both primary and 

secondary data. From the result of regression analysis, the performance of flour factories 

which is found in Debre Berhan town is highly affected by all variables included in this study 

except work place, politic-legal and infrastructure. The findings of the study showed that 

Technological have statistically significant and negative relationship with flour factories 

performance. On the other hand, managerial has a positive and statistically significant 

relationship with flour factories performance. The findings of the study showed that Financial 

factors have statistically significant and positive relationship with flour factories 

performance.On the other hand, marketing has a negative and statistically significant 

relationship with flour factories performance.The findings of the study showed that Tools and 

machine have statistically significant and negative relationship with flour factories 

performance. The following sections discussed about the final conclusion remarks of the 

study, applicable recommendations and future research recommendation 

5.2. Conclusions 

This research was conducted in one component of manufacturing sector i.eFlour factory found 

around DebreBerhan Town with the prime intent of critically assessing the factors affecting 

the performance of Flour factories engaged in case study in sun flour, skini flour and demis 

flour factories found around DebreBirhan Town. Specifically, the study attempted to 

obtaining information to find determinant of flour factories performance and factors affecting 

the performance of Flor factories and to recommend possible solution to alleviate the problem 
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of Flour factories. Based on the objectives and findings of the study, the following 

conclusions are worth drawn.      

This study attempted to relate the contribution and the factors that affect the performance and 

growth of Flour factories.    

First, as expected, the result showed significant and negative relationship between technology 

and performance of flour factories with strong statistical significance but the coefficient of the 

beta of firm technology is relatively lowest. It shows that the decreased in technology result 

by a percent lowering the performance by the coefficient amount. It can be concluded that as 

much as adopt technology have greater possibility of taking advantage of scale of 

economieswhich enable more efficient production,greater bargaining power, exploiting 

experience curve effect and getting price above competitive level. However, some authors 

claim that technology may have no or negative impacts on performance (Shepherd, 1972).   

Secondly, the result showed a negative relationship between tools and machines and 

performance with statistical significance. This shows that increasing tools and machines of 

flour factories would certainly hamper performance of the factories.   

 

Third. the result showed strong significant impact on management and performance. The 

coefficient of managerial efficiency is highest and positive whereas performance coefficient is 

negative. As it showed by the result managements of flour factories are efficient of their asset 

utilization in order to improve the performance of those selected sampled flour factories. On 

the other hand, performance is declined by 3.5% when this listed flour factory increased by a 

level of 1% financial investment. This situation implied that on this reference sample period 

these factories had done large amount of financial (investment) for undertaking its operations.  

Finally, the coefficient of explanatory variables, work place and infrastructure are with a 

negative coefficient sign and the beta values of politic-legalis a positive coefficient sign. 

However, work place, politic-legal and infrastructure are not statistically significant with the 

large p-values. Therefore, work place, politic-legal and infrastructure are not considered as 

powerful explanatory variables to define the performance of selected flour factories around 

Debre Berhan Town. 
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5.3 RECOMMENDATIONS 

Suggestions for corrective and complementary measures to enhance the contribution and the 

potential performance of Flour factories are essential. Such recommendations demand an in-

depth analysis of the influence of different factors regarding the sector. Based on the findings 

and conclusions of the study, the following recommendations are forwarded.   

 First, the government should address the financial problem faced in providing with 

foreign currency, affordable alternative sources of finance for Flour factories. This can 

be done by promoting export oriented sector and utilizing each hard currency in a 

proper way, providing various incentive packages such as temporary free interest rate 

and lowered collateral requirement by banks and other credit institutions to lessen 

their requirements for manufacturing industries, and relaxing loan application 

procedures. This should be done so that Flour factories can get enough access to 

finance for their business activities.  

 Second, the government should encourage domestic factories working on repairing 

and manufacturing machineries to solve the problems related to tools and machineries 

make domestic Therefore, problems related to long-lived machines, unavailable spare 

parts, repeated machines breakage and lack of low cost and high cost of machinery 

and equipment will be solved.    

 The strengthening of government institutions would play a major role in positively 

influencing the development of Flour factories, includes improved provision of 

necessary infrastructure and enabling the environment for business operations is 

generally an imperative. Uninterrupted power supply and quick transportations are 

basic to effective performance of these enterprises.   

 The government through various regulatory bodies should specialize more in taking up 

a facilitative role, especially by reviewing all the blockings by laws, to address issues 

of getting a license for registration of flour product.     

 Marketing factors are frequently indicated as the explanatory factor for most problems 

faced by the studied flour factories. Therefore, it is necessary to solve this deep-rooted 

problem. Some of the ways of doing so can be promoting and searching export market 

so that the flour factories will solve their foreign currency problem and shortage in 
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working capital, smoothing unfair market environment through processing legal 

requirements for those who engage in illegal operation, above all providing skilled 

human power in the fields of Food engineering and related study on higher education 

institution.  

 

 To make Flour factories competitive and profitable, increasing the capacity and skill 

of the manpower through expanding more trainings institutions and integrating with 

technology universities, experience sharing from successful enterprises, and provision 

of advice and consultancy from advanced nations are crucial.   

5.4. Future Studies 

Finally, investigating different factors based on the right information are vital for the good 

performance of any business venture. This can be achieved by conducting more researches in 

related areas. It is the researcher‟s view that future research could therefore investigate further 

problem with different methodology and come up with specific findings which will 

potentially contribute a lot in the development of the country in general. This study dealt with 

the contribution as well as internal and external factors that affect the performance of Flour 

Factories. The field of Flour factories is large and very diverse. It is an interesting area with 

many unresolved issues. It would be encouraging to get more solutions to many issues arising. 
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Questionnaire 

 

Date: _____________  

Respondent's Number/Code: ______________  

Thank you in advance for giving me your precious time. This is purely an academic research and has 

nothing to do with governmental or non- governmental organization. Your name will not be related to 

your answers and all your answers will be treated in strict confidence. This survey is aimed at obtaining 

information to find determinant of flour factories performance case study in sun flour, skini flour and 

demis flour factorie found around DebreBirhan Town and you are selected randomly. Please note that all 

the information that you provide us is the main body of thesis work for the partial fulfillment of Masters 

of Business Administration (MBA).  

atDebreBirhan University. Your genuine answer is essential for the accuracy of the study and there are 

no right or wrong answers. Thank you for taking part in the survey.  

 

N.B Please put tick mark (√) to all your responses in box provided besides each statement.   

Section 1 Background of the Factory   

Name of factory____________________________________________  

Address Region_______ sub city__________ wereda___________   

Section 2 Background of the Respondent   

Department ______________________________   

Position ______________________________  

 Sex   Male             Female   

Age   ______  

Level of education (in grade): __________  

Section 3 Factors determine the performance of Flour factory. 

The major factors that determine performance of flour factory are listed below. Please indicate the 

degree to which these factors are affecting the performance of your business enterprise. After you read 

each of the factors, evaluate them in relation to your business and then put a tick mark (√) under the 
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choices below. Where, 5 = strongly agree, 4 = agree, 3 = undecided, 2 = disagree and 1= strongly 

disagree. 

1. Please indicate the degree to which you agree with the following statements concerning politico-legal 

factors.  

S.No.  Politico- legal factors  5  4  3  2  1  

1.1  Government rules and regulations on Flour factory      

1.2  Environmental regulations on Flour factory      

1.3  The tax levied on my business is not reasonable       

1.4  Bureaucracy in products registration and licensing        

1.5  Lack of government support and incentive       

1.6  Political intervention       

1.7  Lack of accessible information on government regulation 

that are relevant to my business.  

     

1.8  land lease policy        

Please indicate the degree to which you agree with the following statements concerning working place 

factors.  

S.No.  Working place factors  5  4  3  2  1  

2.1  Low Wage and salary       

2.2  Absence of own premises       

2.3  Current working place is not convenient       

2.4  The rent of house is too high       

 

 

Please indicate the degree to which you agree with the following statements concerning technology 

factors.   

S.No.  Technological Factors  5  4  3  2  1  

3.1  Lack of skills to handle new technology       

3.2  Lack of money to acquire new technology       
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3.3  Unable to select proper technology       

3.4  Technology owners less interested to cooperate and work 

together  

     

 

Please indicate the degree to which you agree with the following statements concerning 

infrastructural factors 

 

Please indicate the degree to which you agree with the following statements concerning marketing 

factors.     

S.No.  Marketing Factors  5  4  3  2  1  

5.1  Low Market demand       

5.2  Lack of demand forecasting       

5.3  Lack of market information       

5.4  Competition with local and imported goods       

5.5  Inefficient in export marketing       

5.6  Limited raw materials suppliers       

5.7  inadequate market for products       

5.8  Unfair market environment        

5.9  Searching new market is so difficult       

5.10  Raw materials are not locally available       

5.11  Lack of promotion to attract potential users       

S.No.  Infrastructural factor  5  4  3  2  1  

4.1  Power interruptions       

4.2  Insufficient and interrupted water supply       

4.3  Lack of business development services       

4.4  Lack of sufficient and quick transportation service       
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5.12 Poor customer relationship and handling       

  

Please indicate the degree to which you agree with the following statements concerning financial 

factors.  

s.no  Financial Factors  5  4  3  2  1  

6.1  Access to finance & Availability of foreign currency       

6.2  inadequacy of credit institutions       

6.3  Lack of cash management skills       

6.4  Shortage of working capital       

6.5  High collateral requirement from banks and other lending 

institutions  

     

6.6  High interest rate charged by banks and other lending 

institutions  

     

6.7  Loan application procedures of banks and other lending 

institutions are too complicated  

     

 

Please indicate the degree to which you agree with the following statements concerning management 

factors.  

s.no  Management Factors  5  4  3  2  1  

7.1  Poor Management skills       

7.2  Lack of clear division of duties and responsibility among 

employees  

     

7.3  Poor organization and ineffective communication       

7.4  Poor selection of associates in business       

7.5  Lack of well trained and experienced employees       

7.6  Lack of low cost and accessible training facilities       

7.7  Lack of strategic business planning       
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Please indicate the degree to which you agree with the following statements concerning Machineries 

factors  

s.no  Tools and Machineries Factors  5  4  3  2  
1  

8.1  Long-lived machines  

    

 

8.2  Unavailable spare parts  
    

 

8.3  Repeated machines breakage  

    

 

8.4  High cost of machinery and equipment  

    

 

8.5  Lack of appropriate machinery and equipment  
    

 

8.6  Lower productive capacity of machines  

    

 

Please indicate the degree to which you agree with the following generalmeasurement of 

performance of your business? 

S. No.   5  4  3  2  1  

1  Your factory has been grow financial with adequate 

profits 

     

2  The firm employees increase and grow continuously      

3  The firm satisfied its customers‟       

4  The firm deliver product on time      

5  There is employees job satisfactionand low turnover      

6  The firm achieving desired goals       

7  The firm productivity rateshow progress      

 

I appreciate the efforts you have put in to completing this questionnaire. Thank you 

. 

 

 

 


