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ABSTRACT 

This study was intended to examine the determinants of small and medium scale enterprises 

growth in Debre Berhan town. The study mainly employed descriptive and explanatory research 

design and used a pragmatic research approach. It used mixed: purposive, stratification, 

population proportionate, and simple random sampling techniques and structured Likert scale 

data collection instrument. Descriptive and inferential statistical data analysis methods were 

applied. The results indicated that the seven hypothesized factors: Technical Factor, Financial 

Factor, Technological Factor, Legal & Regulatory Factor, Infrastructural factor, and Local 

Supply factors were found to have effect on the business growth of MSEs operating in the district. 

The validity of the regression model was evaluated; Technical Factor, Financial Factor, 

Technological Factor, Legal & Regulatory Factor, Infrastructural factor, and Local Supply 

factors are statistically significant. Based on findings, recommendations emanating from the 

study are forwarded to build up the performance of MSEs not only to survive in the business but 

also to transform into medium and higher level enterprises. 

 

Keywords: Small and Medium enterprises, Business Growth, Determinant Factors 
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CHAPTER ONE 

1. INTRODUCTION 

1.1.Background of the Study 

Micro and Small Enterprises (MSEs) have become engines of poverty reduction, employment 

creation and business development among others in various countries worldwide (Chittithaworn, 

2011). In the current global economy, micro and small enterprises progressively being regarded 

as powerful engines for economic performance and development of most economies (Ehresman, 

2008). Industrial development policy authorities in most developing countries globally have 

realized the substantial contribution made by MSEs towards attainment of sustainable local 

economic development and poverty reduction through creation of job opportunities (Robert, 

2003). The micro and small business sectors is recognized as an important element of economic 

development and a critical component in the effort to lift countries out of poverty (Wolfenson, 

2007). The major contribution of MSEs in developing countries as engines through which the 

growth goals of developing countries can be accomplished has long been recognized. It is 

estimated that MSE’s employee 22% of the adult population in developing countries (Fisseha, 

2006). 

Growth of MSE’s sector is closely associated with the performance of the nation and their 

contribution in each nation economy (ILO, 2004). The importance and emphasis of MSEs has 

been draw attention to the mind of policy maker, planer and industry because of a society is not 

through the large scale but through individual and small initiatives by visionary from MSEs, and 

they are base for shift form agrarian to industrial knowledge base (Gebretinsae, 2007). In Africa 

the MSE sector provides certain benefits to the economy, key among them is the recognized 

potential of the MSE sector to generate incomes and provide jobs to a large number of peoples 

(Fjose, 2010). Similarly, in Ethiopia Micro and small enterprises (MSEs) play crucial role for 

socio-economic development and serves as vehicles for employment opportunities and ways of 

enhancing wealth creation by support the economic growth (GFDRE, 2011).  

They have become significant employment contributors and can function successfully in many 

areas of Ethiopia. However, their effectiveness depends on the nature, performance, and 
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productivity level of employment and available resource. Limited access to financial services, 

lack of partnership and networking, absence of technical and business skills among other are 

major obstacles in the sector. In line with the country strategy government of Amhara regional 

state promotes the development of Micro and small enterprises in order to generate income and 

provide job opportunity for unemployment. According to Debre-Berhan town MSEs 

Development and Construction annual report, Micro and small scale enterprises created 

employment opportunities for 5479 peoples in sectors such as Manufacturing, construction, 

trade, urban agriculture and service (DMSEDO,2018). In Debre-Berhan Micro and Small 

Enterprises Development Office (DBMSEDO) established in 2007, with responsibility to 

promote and facilitate the growth of MSEs in order to enable them to play their role in the 

economy (DMSEDO, 2014). Micro and small enterprises in Debre-Berhan town plays essential 

function in solving unemployment and creating job opportunities to those reside in the town. 

However, the growth of micro and small enterprises in Debre-Berhan town was not significant 

as expected. 

1.2.Statement of the Problem 

Micro and small enterprise account for the vast majority of enterprise and contributed major share 

to employment and economy growth in the European countries, Japan and US (Muller, 2014). 

Similarly, many of the countries in Sub-Saharan Africa reported to have high number of MSEs 

in the economy (Woller, 2008). In Ethiopia, Micro small and enterprises (MSEs) have a 

tremendous potential to generate employment for the majority of the urban labor force (GFDRE, 

2011).The government revised strategy strives to create an enabling environment for MSEs 

through putting in place a national strategy framework and coordinated programs at Federal, 

Regional, and Local levels. Several studies have been identifying factors affecting the growth of 

Micro and small enterprises in other region of Ethiopia such as Addis Ababa, Hawassa, Mekele 

and Bahirdar. For instance, study conducted by (A, 2012), utilized multiple regression analysis 

and the finding indicated, external factors and internal factors affect the growth of micro and 

small enterprises (MSEs).  

He mentioned external factor includes government motivation, infrastructure factors and 

technological access and internal factors such as initial capital, skills and managing. His study 

only focused on manufacturing sectors particularly in textile and garment, food processing and 
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wood and metal work and recommended for further study factors affecting the growth of micro 

and small enterprises including other sectors such as construction, urban agriculture and trade 

sectors. So far, significant number of micro and small enterprises in Debre-Berhan town does not 

show necessary growth level and some of the enterprises ceased from market in their infant age. 

According to the data from Debre-Berhan town Micro and small enterprises office (2019), from 

total 1815 MSEs, 197 MSEs are failed to continue their operations at the end of the year 

(DMSEDO, 2020). This motivated the researcher to undertake the study. Study conducted by 

Aemiro (2019) and, Drbie and Kassahun (2019) in the Amhara region in including the North 

Showa zone indicated that the factors that affect the long term survival of MMSEs are: adequacy 

of financial resources, managerial skills, technical skill, and ability to convert part of their profit 

to investment.  

Moreover, Chirkoss (2019) identified the challenges of MMSEs as market related problems, such 

as bureaucratic bottlenecks, weak institutional capacity, failure to abide policies, regulations, 

rules, directives, absence of training to executives, and poor monitoring and follow-up; operator 

related shortcomings like developing a dependency tradition, extravagant and wasting behavior, 

and lack of vision and commitment from side of operators. Similarly, Showakena and Tadesse 

(2019) identified MSE-related challenges, including lack of selling place, weak accounting and 

recordkeeping, lack of experience sharing, and lack of cooperation among the MSEs, and finally 

society related problems including distorted attitude about the operators themselves and their 

products and services. The above mentioned researcher question focused on internal and external 

factors hindering the growth of MSEs; however, the study’s does not clearly indicate those of 

factors. In addition, the studies have not indicated clearly measurement of growth of MSEs. 

Therefore, the major focus of this research will be factors that determining the growth of Micro 

and small enterprises of all sectors such as construction, manufacturing, urban agriculture, trade 

and service. 

 

 



4  

1.3. Research questions 

1. Do micro and small scale enterprises operating in Debre Berhan town growing or not? 

2. What are the main internal factors that affecting growth of micro and small-scale 

enterprise operating in Debre Berhan town?  

3. What are the main internal factors that affecting growth of micro and small-scale 

enterprise operating in Debre Berhan town?   

1.4. Objective of the study 

1.4.1. General objective 

The objective of the study is to examine factors that determine growth of micro and small-scale 

enterprise in DEBRE-BERHAN town. 

1.4.2. Specific objectives 

i. To investigate whether MSEs operating in DEBRE-BERHAN town are growing or not. 

ii. To identify main internal factors that affecting micro and small scale enterprises growth. 

iii. To identify main external factors that affecting micro and small scale enterprises growth. 

1.5. Significance of the Study 

Findings from this study may help academicians for further study in the area by providing some 

information about Debre Berhan town understanding of the critical factors that determine the 

growth of MSE’s. In addition, the regional government may uses the findings of this study to 

overcome critical factors that determine the growth of MSE’s. Moreover, the findings of this 

study may financial institutions in consideration to areas where the strategies should be focused 

so as effectively promote MSE’s growth. 

1.6. Scope/Delimitation of the study 

The study will be conducted in the DebreBerhan Town. In the case of selected MSEs about the 

determinants of their growth. This will be mainly because micro and small business growth will 

be influenced by different factors. The factors are those which are controllable and comprise the 

enterprise's personnel, its strategy, and its functional, operational, marketing, financial, and 

technical capabilities. Beyond the control of the enterprise and comprise economic, sociocultural, 
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regulatory and legal, political, financial, trade, technological, demographics, geophysical factors, 

etc. 

1.7. Limitations of the Study 

This study may have certain limitations in the Debre-Berhan Town. The problem is that the 

distribution of data collection materials for business managers, owners, and members of the 

business may not give appropriate data during the data collection due to fearing of the tax. Thus, 

will have been reluctant behavior of business enterprises managers/ owners to respond the 

question information will be limitations for the study.  

To alleviate the above-mentioned concerns, a researcher will come up with a solution by creating 

clarity about the study purpose and aims of the paper for the enterprise managers, owners, and 

members of enterprises. The researcher will provide assurance confidentiality for them the 

purpose of this study is only for the graduation of the researcher never the purpose of government 

tax increases and not decline government support service provided for them based on their 

provided information. After the making leering from the researcher, they will address the 

questioner and return has been for the researcher easily. 

1.8. Organization of the Study 

The paper will have five chapters. Chapter 1 deals with the Introduction parts of the study, 

Background of the study, Statement of the problem, Research question, objective of the study, 

Significance of the study, the scope of the study, and Limitation of the study. Chapter 2 is about 

the review of related literature. Chapter 3 is about the Research approach and design, Source of 

data, sampling design, data gathering instruments, and data analysis. Chapter 4 is about all over 

the finding of the research, the analysis of different stakeholders, while chapter 5 deals with the 

summary of the finding, conclusion, and the recommendations. 
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CHAPTER TWO 

LITERATURE REVIEW  

2.1. Theoretical review 

2.1.1. The Definition of Micro and Small Enterprises (MSEs) 

2.1.1.1. International Definition of MSEs 

The definition of micro and small enterprises around the globe vary from country to country and 

depend on the phase of economic development as well as their prevailing social conditions. The 

definition uses number of full time employee, total asset, net asset and paid capital, and annual 

turnover as criteria independently or in combination. According to European Commission’s the 

recommended official definition of micro and small enterprises base on criteria of the number of 

employees and one of the two financial criteria, such as either the total turnover or total balance 

sheet. Based on this definition small enterprises has number of employees less than 50 and micro 

enterprise has less than 10 employees (Egbugu, 2011). Similarly, in Africa the definition of Micro 

and small scale enterprise is differing from countries to countries. For instance, Kenya’s 

definition of micro and small enterprises used two criteria such as number of employees and the 

company’s annual turnover. For enterprises in the manufacturing sector, the definition takes into 

account the investment in plant and machinery as well as the registered capital. Accordingly, for 

micro enterprise number of employees less than 10 and annual turnover is not exceeding ksh 

500,000 (Todaro, and smith, 2008). 

2.1.1.2. Definition of MSEs in Ethiopia 

According to Ethiopian’s Federal Micro and Small Enterprises Agency the improved definition 

of micro enterprises is an enterprise operates with 5 people including the owner and/or their total 

asset is not exceeding Birr 100,000 under industry and the values of total asset is not exceeding 

Birr 50,000 for service sector (GFDRE, 2011). Hence, the definition of micro and small 

enterprise given by Ethiopia revised MSE strategy, 2011 used for this study.  
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Accordingly, micro enterprise defined as an enterprise operates with 5 people including the 

owner and/or their total asset not exceeding Birr 100,000 (one hundred thousand) under industry 

sector such as manufacturing, construction and mining and the values asset not exceeding Birr 

50,000 (fifty thousand) under service sector such as: retailer, transport, hotel and Tourism, ICT 

and maintenance service (GFDRE, 2011). Though there are different definitions of micro and 

small enterprises, the revised definition of MSEs by the Ethiopian government will be used in 

this study (Table 1). Accordingly, employment and assets have been used to define MSEs 

(FDRE, 2011). 

Table 1: Definitions of micro and small enterprises 

Level of enterprise  Sector Employment Total asset(in Birr) 

Micro enterprise Industry  ≤5 ≤100,000 

Services  ≤5 ≤50,000 

Small enterprise Industry  6-30 ≤1.5 million 

services 6-30 ≤500,000 

Source: FDRE (2011) 

 In similarly way the definition of small enterprises is as an enterprise operates with 6-30 persons 

and/or with a paid up capital of total asset Birr 100,000 (one hundred thousand) and not exceeding 

Birr 1.5 million under industry sector and total asset, or a paid up capital is with Birr 50,000 and 

not exceeding Birr 500,000 under service sector (Todaro, and smith, 2008). As already 

mentioned, micro and small enterprise contribute to the economic growth of a country by 

providing new jobs, introduction of innovation, simulate competition, aid big business and 

produce goods and service efficiently (Chen, 2008).  
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Table 2: Definition of MMSES by World Bank 

Enterprise indicators Enterprise indicators Total asset Total annual sales 

Medium  >50; ≤ 300 >3,000,000 ≤ 

15,000,000  

>3,000,000 ≤ 

15,000,000  

Small >10; ≤50 >100,000 ≤ 3,000,000 >100,000 ≤ 3,000,000 

Micro < 10 ≤100,000 ≤100,000 

Source: Tom and Van der (2008) 

When we compare the Ethiopian current definition of Micro and Small Enterprises with the above 

table, a very visible gap, resulted from the economic status of the country is observed. In Ethiopia, 

an enterprise is said to be micro, if it employees less than five employees and has a total asset of 

less than $6000 or Birr 100,000 for Manufacturing sector. When we compare it with the World 

Bank group number, it is approximately two times less for employees and its asset value is less 

by $94,000. When we do the same for Small Enterprises, the maximum number of employees is 

less than the World Bank’s number by 20 and total asset is less than the same by $2,991,000 at 

the upper boundary limit. This figure is very significant that make comparison between Ethiopian 

Enterprises and Enterprises labeled by international organizations (e.g. World Bank) difficult. To 

reduce the gap, forward move could be one solution for Ethiopia to increase the asset 

requirements of Enterprises i.e. as large number of enterprises are micro enterprises in Ethiopia 

(including retail stores), it is prudent to focus on relatively better sizes that could still be 

categorized under micro enterprises and leave out those enterprises with very low asset value as 

informal businesses except for registration purpose. Thus, the government can think of arranging 

micro enterprises based on their asset as Bottom- Micro, Middle Micro and Top Micro (BM-

MM-TM) and adapt international definition of enterprises. Those Bottom and Middle Micro 

Enterprises could be considered as informal except for registration purpose. Enterprises to be 

taken as Top Micro will be those enterprises whose total asset value is not below 50% of the asset 

obtained from the product of GDP and World Bank Upper limit. For example, if an enterprise is 

with a total asset value of $5,500 where a country is with a GDP Growth rate of 11%, this value 

is a point where the top Micro starts as it is 50% of the to be upper limit ($11000/2 = 5500) and 

hence, values more than or equal to this will be taken as Top Micro and values below this point 
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constitutes Middle and bottom Micro with 50% intervals.Hence,$ 5,500 will be divided with two 

to set the point of demarcation between middle Micro and Bottom Micro. Accordingly, the values 

less than $2,750 is Bottom Micro and the value greater than or equal to $2750 and less than 

$5500 is Middle micro. 

In many countries, there is now a wide recognition of the contribution of micro- and small 

enterprises (MSEs) to economic growth. In a cross-section of both developed and emerging 

economies, the contribution of the MSE’s sector to total employment, entrepreneurship and 

innovation cannot be underestimated. The potential advantages of a dynamic MSE’s sector have 

generated high expectations in many developing countries about the contributions of this sector 

to job creation and poverty reduction. Add to this the optimism that the full development of the 

MSE’s sector can foster competitiveness in the economy and achieve a more equitable 

distribution of the benefits of economic growth in both developed and developing economies. 

Such considerations have motivated many governments to put in place national policies to 

stimulate the growth of this sector in service, distribution and manufacturing-related economic 

activities (Fjose, Grunfeld, and Green, 2010). 

 According, Fjose, Grunfeld, and Green, (2010) micro and small enterprises in Sub-Saharan sub 

African countries play a pivotal role in industrial development and restructuring, satisfying rising 

local demand for services, allowing for increased specialization and supporting larger firms with 

inputs and services. Even though most of the firms in developing countries are micro and small 

enterprises (MSEs) and despite the substantial amount written about the significance of MSEs to 

developing economy there is limited literature evidence on the contribution of MSEs to economic 

growth. 

 According to Ethiopian Development Research Institute studies conducted on micro and small 

enterprises, MSEs sector growth in terms of its contribution to growth domestic product, 

employment and export and total manufacturing output is mostly unknown (Assefa, 2013). Based 

on the review of the literature on the study area indicated that there is information gap on the 

contribution of MSE’s Sector all over the economy of the country. 

The theoretical basis for this study is the augmented form of the learning model which includes 

a measure the business environment and characteristics of the firm. The learning model of Alemu 
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(2015) posits that there is an inverse relationship between the growth of MSEs and the 

characteristics, age and size of the enterprises. According to “learning models” a firm “learns” 

about its productivity over time-efficient firms invest and expand while less productive ones stay 

small, shrink or exit. This class of models also predict that firm age and size are both negatively 

correlated with firm growth: as firms grow older or become larger, their rate of growth slows 

(Stella et al, 2014). Hence, several empirical evidences exist to explore what factors determine 

the growth of MSEs, if any, in terms of employment. A firm’s ability to grow and strengthen its 

competitiveness depends highly on its potential to invest in new ventures, innovation, 

improvements and diversification over time (ITC SME Competitiveness, 2015). While small 

firms mainly employ or engage the poor, the growing firms can help them out of poverty with 

higher, more stable wages (ANDE, 2012). For instance, Gebreyesus (2007) conducted a study 

using learning model of firm growth to investigate some key determinants of success, particularly 

employment expansion among micro-enterprises in six major towns in Ethiopia.  

The findings indicate that firm’s initial size and age are inversely related to growth providing 

evidence that smaller and younger firms grow faster than larger and older firms and the finding 

is consistent with the learning hypothesis. A study by Haile et al. (2014) revealed that access to 

credit from formal financial sources, access to infrastructures and access to working premises are 

significant factors affecting the growth of MSE’s. Besides, a study conducted by Tefera et al 

(2013) on growth determinants of MSEs in Mekele city indicates that sex of the manager, initial 

investment on the firm, location of, and the sector in which firms operate determine the growth 

of MSE’s.  

On the link between MSE’s success (or growth) and innovation, the literature also indicates that 

innovation activities are seen as driving forces for business success and economic development. 

Owing to this, innovation has frequently been credited for improving organizational 

competitiveness and success in a dynamic market environment (Chen, 1994; Enos, 1989; Tyre, 

1997; Bozic and Radas, 2005; Handoko et al., 2014). Innovation is the “implementation of a new 

or significantly improved product (good or service), a new process, a new marketing method, or 

a new organizational method in business practices, workplace organization or external relations” 

(OECD/EC, 2005).In this study we adopt innovation defined as the implementation of a new or 

significantly improved product and /or a new process. Innovation by firms is associated with 
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better access to finance by firms. A study of firm innovation in over 19,000 firms across 47 

developing economies (Ayyagari, Demirgüç-Kunt, and Maksimovic, 2011) found that external 

finance was associated with greater innovation by all private firms. Innovative firms tend to 

experience higher levels of productivity and economic growth (Cainelli, Evangelista and Savona, 

2004). They are more likely to export, and export successfully (Love and Roper, 2013). It does 

so by stimulating innovation in products, processes, management routines and marketing 

strategies. Using data on Indian manufacturing firms, Bas and Paunov (2014) analyzed the 

heterogeneous impacts of inward liberalization policies (e.g. dismantling of ‘License Raj’) on 

firms’ decisions to invest in research and development (R&D).  

The results show that the probability of undertaking investment in R&D increased by about 92 

percent compared with firms operating under production licenses. The result also indicated that 

smallest and least efficient firms were less likely to do invest in R&D even under a liberalized 

production system. It can be concluded from the above literature that the key factors for the 

growth of micro and small enterprises include characteristics of MSEs and managers, institution, 

location, the sectors in which the MSEs operate and innovation or competitiveness. It is worth 

noting that the correlation between growth of the firm and its size is inconclusive for the fact that 

some argue that smaller firms don’t grow more than the larger ones, on the one hand, and others 

argue that the growth and size of MSEs is inversely related. But, most of the empirical studies 

from African countries, including Ethiopia, are consistent with the latter finding that growth of 

MSEs is inversely related with their size. 

2.2. Empirical Study on Factors Affecting Growth of MSEs 

Based on the reviewed of past studies conducted on micro and small enterprise in developing 

countries there are several factors affect the growth of MSEs. Accordingly, some of empirical 

studies discussed as follows; Nuwagaba, A. &Nzewi, H. (2013) analyzed the factors affecting the 

growth of MSEs in Uganda and, Nigeria using descriptive research design based on a sample of 

60 MSEs. The study concluded that environmental constraints such as high taxes, limited access 

to market, costly and erratic electricity supply and lack of skilled and competent human resources 

hinder growth of MSE’s. Anne, N. K. (2014) Analyzed the factors affecting the performance of 

MSEs in in the Jua Kali sector in Nakuru town of Kenya using descriptive and explanatory 

research design based on a sample of 262 MSEs. The study concluded that factors such as access 
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of finance, marketing, entrepreneurial skills, corruption and infrastructure affect the growth of 

MSEs sectors. In Ethiopia, Admasu A. (2012) Fanalyzed the factors that affect the growth of 

MSEs in Addis Ababa using sample household survey data collected in 2011. He used both 

descriptive data analysis and multiple regression models to identify the factors affecting MSEs. 

His finding indicated that finance factors, marketing factors, infrastructure factors, technological 

factors, work premise factors, management factors and entrepreneurial factors hindered the 

growth of MSEs. 

In  Ethiopia,  a  large  number  of  MSEs  are  unable  to grow and  others remain to  be at  survival 

stage. Moreover,  out of  1000  MSEs  in  this  country  around  69  percent  of  them  are und  in  

survival  types  (Gebru,  2009).  According  to  (Eshetu and  Zelleke,  2008),  the  performance  

of  micro  and  small enterprises  is  yet  below  expectation  and  their  role  in  reducing poverty  

has  faced  several  challenges.    Many    operators    hunt or an arrow market, creating    no    

incentive    for    business  expansion. Inadequate access  to  credit;  burdensome  rule  and 

regulation;  lack  of  premises;  lack  of infrastructure, lack  of  business  and  financial  

management  skills the  like  affected  the    performance    of  MSEs.  Besides,  businesses  that  

ceased operation were characterized by insufficient finance (61%), low level of education (55%), 

poor managerial skills (54%), lack of technical  skills  (49%),  and  incapability  to  change  part  

of  their profit  to  investment  (46%).  According  to  (Werotew,  2010), MSEs  in  Ethiopia  are 

confronted  with  different  factors  that affect their performance.  The  major  factors  include  

financial  problems,  lack  of  proper  financial  records, lack  of qualified  employees   and      

marketing  problems,  etc. Besides, environmental factor affects the business which includes 

social, economic, cultural, technological, legal and political factors. In addition there are also 

personal attitudes or internal factors that affect    the    performance of    MSE, which are related    

to    the person’s    individual    attitude,    training    and    technical    know. Moreover, according 

to (Green et al., 2002), MSEs in Ethiopia are  confronting  with  several  drawbacks  and  

challenges  they have  to  overcome  in  order  to  operate  successfully.   

Major obstacles include access to finance, competition, market access, appropriate technology 

and access to raw materials. However, a peculiar  and  most  critical  problem  to  MSEs  in  

developing countries,  like  Ethiopia,  is  lack  of  access  to  financial  sources both as initial and 

as working capital as finance is pointed out to  be  the  “glue”  that  holds  together  all  the  
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diverse  aspects involved   in   MSE’s. Therefore,   this   study   empirically investigated the main 

factors that affect the access to finance of MSE’s that are found in West Hararghe Zone, oromia 

regional state, Ethiopia. 

2.2.1. External Factors   

Researchers will have used different approaches to explain external factors affecting Marketing 

efficiency and in turn the growth of MSE’s. Major external factors affecting the Marketing 

efficiency of MSEs are further explained below. 

2.2.1.1. Marketing Challenges of MSEs 

Scholars have used different approaches to identify the factors affecting the growth of small 

firms. However, there is considerable variation in the results of previous researches. As stated by 

Nyangor (2010) lack of access to credit, inadequate managerial and technical skills, low levels 

of education, poor market information, inhibitive regulatory environments, lack of access to 

technology, lack of infrastructures such as roads, adequate power, water, sewerage, and 

telecommunication has been a major constraint in the development of Small and Micro 

Enterprises. Challenging factors of Marketing can roughly be divided into two groups: internal 

factors of the firm and external factors that are beyond the control of the MSEs. 

2.2.1.2. Legal and Regulatory Factors  

The growth of MSEs is affected by their business climate. A study was done by International 

Finance Corporation (IFC; 2013), based on responses of more than 45,000 firms in developing 

countries, found that the top obstacles to their operations are a poor investment climate, especially 

red tape, high tax rates, competition from the informal sector, and inadequate infrastructure, 

especially an insufficient or unreliable power supply. Whereas informality is a major hindrance 

of MSEs in middle-income countries, and inadequate power supply is the most important 

challenge for companies in low-income countries. High tax rates can reduce firms ‘internal 

sources of financing    

Competition from the informal sector and corruption among government officials also pose 

significant challenges for firms. Objective measures of the size of the informal sector, barriers to 
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entry into and exit from the formal market, and the existence of informal payments shed light on 

the importance of these obstacles to the existence of MMSEs (Khrystyna Kushnir, Melina Laura 

Mirmulstein, and Rita Ramalho, (2010).  

Bouazza (2015) stated that MSEs in developing countries suffer more than large firms from many 

policies and institutional constraints arising from imperfect markets, and, as a consequence, they 

benefit disproportionately from reforms. Because of savings on registration and licensing costs 

as well tax evasion, non-official companies gain a substantial cost advantage that can allow them 

to produce and sell goods at a low price compared to companies that operate in the formal sector, 

which prevents genuine competition and increases the relative costs of the formal firms. 

2.2.1.3. Infrastructure  

Infrastructure relates to the provision of adequate power, access roads, telecommunication, 

sewage, and water. If the government failed to provide an infrastructural framework, it gets 

difficult to bring development and growth within MSE’s. Ardjouman (2014), suggested frequent 

water shortages, power rationing, and the high cost of electricity experienced in a country, can 

hinder growth for MSEs given that most modern processes are electrical. The availability of 

proper infrastructure will have positive effects on marketing management strategies that can 

influence the marketing performance of MSEs. 

2.2.1.4. Local Supply  

Suppliers form an important link in the company's overall customer value delivery network. They 

provide the resources needed by the company to produce its goods and services. Supplier 

problems can seriously affect marketing. Marketing managers must watch supply availability and 

costs. Supply shortages or delays, conflict, and other events can cost sales in the short run and 

damage customer satisfaction in the long run. Rising supply costs may force price increases that 

can harm the company's sales volume (Kotler, 2012).  

 Many manufacturers depend on raw materials supplied from outside sources. Some of the factors 

that can delay or hamper a regular delivery schedule include a glitch at the site of a supply source, 

problems with transportation, or inclement weather. If supplies are not forthcoming as needed, 

the potential for a shutdown or a major slowdown in the manufacturing process can result. Hence, 
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the fate of such enterprises depends on access and level of local supply from the surrounding. 

The fluctuation of local supply may therefore make it difficult to plan and that may precipitate 

the same stock that may destabilize the setup (Kotler, 2012).  

2.2.1.5. Financial Factors   

Shah (2013) explained promotion and expansion of business are impossible without sufficient 

finance. Lack of access to external financing is one of the major challenges to the growth of 

MSEs, and it has accounted for high rates of failure among those MSEs. Financial institutions 

behave more cautiously when providing loans to MSEs and MSEs are usually charged 

comparatively high interest, high collateral, and loan guarantees.  

Rocha (2010) analyzes the most binding constraint on firm growth in developing countries. They 

find that each country faces different sets of constraints and that these constraints also vary by 

firm characteristics, especially firm size. However, across all countries, access to financing is 

among the most binding obstacle while other obstacles appear to matter much less. Internal 

finance has an important part in the financing of MSEs, at the same time numerous studies have 

confirmed that enterprises have recourse to external finance when they can't satisfy their 

financing requirements with internal finance. In the case of external finance, the enterprises draw 

on cash from external organizations and investors.   

Examining the external finance, the public offering, and the bond issue is not characteristic to 

this sector, because of its high cost and big time-consumption, and the trade debt and trade credit 

are applied occasionally depending on the deal position of the enterprise. In the case of external 

debt, the role of the bank loan and overdraft, the leasing, and the factoring (and for feting) can 

be emphasized, but this enterprise can get loan and overdraft just by higher interest and collateral 

because of the relatively high cost of the credit assessment and higher operating risks. To sum it 

up it can be declared, that the MSEs are in a more disadvantageous situation than the large size 

enterprises on the admittance of financing sources concerning both equity and debt.   



16  

2.2.2. Internal Factors 

 The success and failure of MSEs are not only related to external business environment aspects. 

It also depends on the firm internal factors and many more key strategic factors, which can be 

summarized as follows:   

2.2.2.1. Technical Factors  

Small businesses are constrained not only by financial factors but also by non-financial factors 

such as lack of training and education, inadequate technical skills, poor access to markets, lack 

of information, and unreliable infrastructure. Many entrepreneurs rush out to establish MSEs 

without having good and adequate technical skills. They covet the progress and profit of existing 

ones without a good technical background. For this reason, many enterprises collapse after few 

years.  

Bouazza (2015) explained that among the major challenges facing the development of MSEs is 

the huge lack of technological capabilities, which is the key to developing the competency of 

SME owners and managers. By improving their technological capabilities, MSEs can largely 

improve their production abilities and profitability: the latter can be improved in several ways, 

such as through R&D spending, technology, and know-how agreements with domestic and 

foreign firms. It is possible to generalize that Micro and small business owners need at least 

training, education, and experience sharing with similar industries to develop the marketing skill 

that enables them to withstand challenges coming from marketing perspectives.  

2.2.2.2. Managerial Capacities   

Several studies have considered the management capacities of the top management team as key 

factors for small business growth. According to Olawale and Garwe (2010), management 

capacities are sets of knowledge, skills, and competencies that can make the small firm more 

efficient. Aylin (2013) states that management skills are a crucial factor for the growth of MSEs 

and that the lack of management skills is a barrier to growth and is one of the factors that can 

lead to failure.  
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As explained by Kotler (2014), the marketing managers develop the firm's detailed marketing 

plans and procedures. With the help of subordinates, including product development managers 

and market research managers, they determine the demand for products and services offered by 

the firm and its competitors. Also, they identify potential markets such as wholesales, public, 

retails business firms, or government.  

Parker (2014) observes that marketing managers develop pricing strategies to maximize the 

firm's share of the market and its profits while ensuring that the customers are satisfied. In 

collaboration with sales, product development, and other managers, they monitor trends that 

indicate the need for new products and services and oversee product development. Marketing 

managers work with advertising and promotion managers to promote the firm's products and 

services to attract potential users. Other areas where management is required may be in 

promotions, public relations, sales, production, and all levels of the organization. McHugh (2010) 

has given an example that if an MSE is in economic complexity, management ideals of cost-

cutting may be expected. Thus, the methods used by management to solve problems will largely 

determine the long-term effectiveness of the MSEs (Balfanz & Koelme, 2009). In the context of 

this study managing marketing efficiency is a crucial issue. MSEs must design and put into action 

the marketing mix that will best achieve their Objectives in target markets. According to Kotler 

(2012), this involves four marketing management functions: analysis, planning, implementation, 

and control.   

2.3. Conceptual Framework 

The conceptual framework shows relationships between independent and dependent variables. 

Since business growth is influenced by some factors, operators need to understand what 

influences businesses to reach expected growth. The factors can be include government 

motivation, habit of receiving feedback from customers, profitability, initial capital (access of 

credit), technology, infrastructure and soon. In line with the study objectives, growth of MSEs, 

which measured in terms current capital, were dependent variable whereas the factors affecting 

MSE’s growth, will be used as independent variables measured in terms (initial capital, 

government motivation, habit of receiving feedback from customers, profitability of business, 

technology use, access of infrastructure) 



18  

Figure 1: Conceptual framework 
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CHAPTER THREE 

3. METHODOLOGY 

3.1. Introduction 

The study identified the main determinants of MSEs. growth with evaluating the possible impacts 

of variables on the growth of MSEs. This section described the research methodology and under 

this chapter the analysis of the study addressed. The procedures and activities conducted, 

focusing on the research design of the sample, design of questionnaires, collection of data, 

sampling technique also address under this chapter.  

3.2. Description of Study Area 

This study conducted at ANRS, North Showa Zone Deber berhan town. It is located in the North 

east part Ethiopia. It is located 130 km away from Addis Ababa, the capital city of Ethiopia. In 

this study, all MSEs operating in Debre-Berhan town included. 

3.3. Sampling Techniques: 

The  main  purpose  of  sampling  is selecting  some  elements  of  a  population  conclusion  on  

the entire population can be drawn. According  to  (Dawson, 2009),  the    correct    sample    size    

in  a   study   is  dependent  on  the nature  of  the  population  and  the  objective  of  the  study. 

Although there are no general rules, the sample size usually depends on the population to be 

sampled. In this study, to select sample  respondents  from  total  study  population,  probability 

sampling and non-probability sampling  methods employed.   The    technique  is  designated  

because  it  avoids  biasness  and  supports  to  generalize  data  gathered  from sample respondents  

avoiding  an  error  which  could  arise  from  sampling. 

In order to specify the sample size, Hair et al., (2010) advised that the proper sample size should 

obtain more than 300 samples to analyze a MSE. Therefore, to draw the precise sample size, the 

study used (Watson, 2001) formula and 384 sample   respondents   have   drawn   using   this   

mathematical equation.  The researcher desires a 95% confidence level.  The tolerable  error  is  

generally  set  at  0.05  /5%  probability  that  a significance   difference   occur   by   chance.   
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Kothari   (2004) suggested a value estimate of p at 0.5 as that gave a maximum sample value and 

yield the desired results. 

n= p(1-p)/
𝐴2

𝑍2
+

𝑃(1−𝑃)

𝑁
/R 

An Equation for determining Sample Size adapted from (Watson, 2001) 

Where: 

n = the required sample size: (312) 

N = the target population (1,840) 

P = the estimated variance of a population: (0.5) 

A = Precision desired: (5%) 

Z = based on 95% confidence level: 1.96 

R = Estimated response Rate 98% 

Finally, the respondents for each stratum determined by probability proportionate to size (PPS). 

Table 3:1 micro and small enterprises 

No.  Sectors of MSEs Number  MSEs Probability proportion to 

sample size 

Micro Small Micro Small Total  

1 Service  707 101 606 17 103 120 

2 Construction  163 24 139 4 23 27 

3 Trade  725 546 179 92 30 122 

4 Urban Agriculture  188 176 12 30 2 32 

5 Manufacturing  57 3 54 1 8 9 

Sum  1,840 850 990 144 168 312 

Source: Debre-Berhan city Administration technical and vocational office and own computation 

2013.  
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3.4. Data Collection Procedure 

The data collection technique that the researcher employed closed-ended questionnaires, These 

questionnaires used for collecting information from MSEs and members or owner of different 

types of the enterprise like Manufacturing, construction, Service Urban agriculture, and trade 

which are selected. 

5.5. Source and Method of Data Collection: 

To achieve intended objectives both quantitative and qualitative data collected from primary and 

secondary data sources. With regard to primary data, structured and unstructured questionnaires 

designed and administered for the selected sample member respondents. The data  analyzed  and  

discussion  made  based  on  the questionnaires distributed to  the five  sectors of MSEs of  North 

Showa Zone, Debre-Berhan town  namely services,   construction,   trade,   urban agricultural  

and  manufacturing  sectors.  On top of this, the respondents was managers of  MSESs Secondary 

data collected  from  annual  reports  from  North Showa Zone Technique and Vocational 

enterprise biro and Micro and Small Enterprises development office and written sources of the 

sampled Micro and Small Enterprises. 

3.6. Method of Statistical Data Analysis 

3.6.1. Descriptive Statistics 

Descriptive statistics consist of the collection, organization, summarization and presentation of 

data in some meaning full, from such charts, graphs or table. Since variable under study is 

qualitative variable, the bar graph is appropriate for the study. 

3.6.2. Inferential Statistics 

In this way a set of methods used to generalize from sample to population by performing 

hypothesis testing, determining the relationship among estimate variables and making prediction 

by data inferential methods such as mean, std. deviation, chi-square, F- statistics and t-statistics 

is applied during the data analysis.  
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3.7. Data Quality Assurance 

3.7.1 .Validity and Reliability of Instrument 

One of the common methods to test the reliability of this study is Cranach’s alpha coefficient and 

this determines the internal consistency of the study. Reliability is characterized as an attribute 

of an instrument that is used to measure consistency (Cronbach, 1951). Consistency means that 

the calculation of an instrument has constructive meaning. Validity is concerned with the study 

component's meaningfulness. By creating suitable questions for the questionnaire, the validity of 

the study will be assured. And this is ensured clinically by pilot testing of the questionnaires for 

the standard of work.  

3.7.2. Ethical considerations 

After securing necessary permissions, and after a clear and detailed explanation of the purpose, 

risks, and benefits of the study to the study subjects written informed consent obtained from all 

participants and only anonymous data were collected. All data taken from the participants kept 

strictly confidential and used only for the study purpose.  
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CHAPTER FOUR 

4. DATA PRESENTATION, ANALYSIS AND INTERPRETATION 

4.1. Introduction 

In this study, the effort is made to examine the factors that determine micro and small scale 

enterprises growth in Debre-Berhan Town. The discussions that follow present the analysis of 

the major findings obtained from the descriptive statistics and inferential statistics. The 

descriptive statistics are used to examine the age, sex, experience, business type, and related 

profiles of sample respondents. Given the objective of the study, the descriptive analysis is also 

used to rank the factors determining the growth of micro and small enterprises at Debre-Berhan 

town. 

 

On the other hand, the inferential analysis is used to examine the degree and direction of the 

relationship between the covariates and the dependent variables. The part of the inferential 

analysis regression is conducted to study if the dependent variables are significantly related to 

the independent variables and to examine the extent of influence of the independent variables on 

the dependent one. Before embarking the discussion of the major findings from the descriptive 

statistics, inferential statistics, and econometric analysis respondents’ profile and reliability test 

and related results are presented. 

4.1.1. Response Rate  

To achieve the objective of this study the main data needed is collected through questionnaires. 

For this purpose, a total of 312 questionnaires were distributed to the sample micro and small 

enterprises. From the total 312 questionnaires distributed to sample respondents, 312 

questionnaires are collected. Further investigation is made to check if the response to each item 

in the survey is perfectly addressed. 

Table 4.1: Response Rate 

 

Total Questionnaires 

Distributed 

Questionnaires not 

returned 

Questionnaires 

rejected 

Usable 
Questionnaires 

Response 
Rate 

312 0 0 312 100% 

Source: (Researcher's Survey, 2021) 
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4.1.2. General Information  

This section summarizes the demographic characteristics of the sample micro and small 

enterprises in Debre-Berhan, which includes sex of the respondent, age, experience, and level of 

education. The discussion on the demographic profile is used to describe the characteristics of 

the sample in terms of the aforementioned list of characteristics so that the analysis could be 

more meaningful for readers. Discussion on this particular subject is presented based on two sub 

tiles which are demographic characteristics of respondents and respondents’ profile in terms of 

business type and level of enterprise 

4.1.3. Demographic Characteristics of Respondents  

Table 4.2 visualizes the demographic profile of the 212 sample respondents. As it can be seen 

from the table, in terms of gender profile, respondents were roughly proportionate between male 

and female, even though the numbers of male respondents are a bit higher (female 62.5%, male 

37.5%). Regarding the age of respondents, the sample population is largely dominated by the 

age group of 21-30 (63.13%) followed by the group comprise the age of 31- 40 (35.26%). This 

indicates that most of the sample populations are youngsters. The reaming group's respondents 

consist of 3 respondents (1.60%) with the age of 41-50. 

Table 4.2.: Demographic Characteristics of Respondents 

Variables   Freq.  Percent  Cum.  

 

Sex 

Female  117 62.5 62.5 

Male  195 37.5 100 

 312 100  

 

         Age  

 21-30 years 197 63.14 63.14 

31-40 years 110 35.26 98.40 

41-50 years 3 1.60 100 

 312 100  

 

  

 Marital status  

Married  148 47.44 47.44 

Single  153 49.04 96.47 

Divorced  11 3.53 100 

 312 100  

 

 

 

Education 

Read and write  12 3.85 3.85 

Primary school 50 16.03 19.87 

Secondary school 44 14.10 33.97 

Certificate  41 13.14 47.12 

Diploma  18 5.77 52.88 

Degree  141 45.19 98.08 
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MA 6 1.92 100 

 312 100  

 Below 2 years 104 33.33 33.33 

3-5 years 167 53.53 86.86 

6-8 years  26 8.33 95.19 

9-11 years 5 1.60 96.97 

12-15 years  5 1.60 98.40 

16-20 years 5 1.60 100 

 312  100  

 

 

Sectors  

Construction  83 26.60 26.60 

Trade  25 8.01 34.62 

Services  74 23.72 58.33 

Agriculture  37 11.86 70.19 

Manufacturing  93 29.81 100 

 312 100  

 

Level  

Micro  244 78.21 78.21 

Small  68 21.79 100 

 312 100  

 

Position  

Owner and manager 47 15.06 15.06 

Manager  55 17.63 32.69 

Owner  210 67.31 100 

 312 100  

Source: (Researcher's Survey, 2021) 

 

In terms of the position of respondents, sample respondents are not proportionate. The categories 

in terms of position are an owner-manager, a professional manager, and a member of the 

organization. The information in table 4.2 revealed that from the total 312 sample respondents 47 

(67.31%) respondents are owner-manager, 55 (17.63%) sample respondents are the professional 

manager and the rest 210 (67.31%) are a member of the organization. 

 

When looking at the experience of sample respondents, 104 (33.33%) of the respondents have 

below 2 years of experience in the respective business while 167 (53.53%) respondents have 3-

5 years of experience. These two categories of experiences take the majority of respondents. 

Furthermore, 26 (8.33%) sample respondents have 6-8 years of experience. 

 

In terms of education, distribution is unequally distributed. That is, 141 (45.19%) sample 

respondents are in the category degree awarded, 50 (16.03%) sample respondents are those  who  

attended  primary school completed,  44 (16.03%)  sample  respondents  have  completed  

secondary school, 41 (13.14%) sample respondents have certificate, 18 (5.77%) sample 
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respondents have completed diploma, 6 (1.92%) respondent have received a second degree 

holders. 

4.2.4. Respondents Profile In Terms of Business Type and Level of Enterprise  

As it is indicated above from a total of 312 questionnaires dispatched to respondents a total of 

312 samples business are micro and small enterprises are considered for this study. From a total 

of 312 samples micro and small enterprises considered in this study 244 are micro enterprises 

while the rest 68 are small enterprises. 

The business activities undertaken by these small and micro enterprises are categorized into five 

which include; services, chemical, construction, Agro-processing and food. More than 29 

percent of micro and small business enterprises included in this study are in the manufacturing 

business, more than 26 percent are in construction business, more than 23 percent are in the 

services, 11 percent in the Agricultural and related business and the rest around 8 percent are in 

the trade business. 

Table 4.3. Respondents Profile 
 

Business Type 
 Level of 

enterprise 
 Micro  Size 

Enterprise 
Small  Size Enterprise Total 

Construction  
Count 77 6 83 

Percent 31.55 8.82 26.6 

Trade  Count 20 5 25 

Percent 8.19 7.35 8 

Service  Count 54 20 74 

Percent 22.13 8.19 23.71 

Agriculture  Count 32 5 37 

Percent 13.11 7.35 11.85 
 

 Manufacturing  

Count 61 32 93 

Percent 25 47 29.8 

Total Count 244 68 312 

Percent 100 100 100 

Source: (Researcher's Survey, 2021) 
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4.3. Descriptive Analysis 

4.3.1. Item level descriptive statistics for business performances and its factor  

As it is indicated above the objective of this study is to examine the determinants of business 

growth of micro and small enterprises in Debre-Berhan. This is done using both descriptive and 

inferential analysis techniques. The following section presented descriptive statistics for all the 

items in the domains of nine factors. The mean value is calculated to check the degree of 

agreement of sample respondents regarding the items or constructs used to generate the 

dependent variable and the factors. 

Table 4.4. Descriptive Statistics of Factors That Affect Business Performance Micro and 

Small Enterprises 

 

Variable 

O
b

s 

M
ea

 n
 

S
td

. 

D
ev

. 

Business growth (dependent variable)    

The growth of our business profit is not satisfactory. 312 3.157051 1.267076 

Our capital isn’t growing at expected rate. 312 3.339744 1.216165 

We aren’t satisfied with the Growth in sales of our Products and/or 

services. 

312 3.189103 1.295358 

We are not satisfied in our operational efficiency. 312 2.682692 1.196977 

the company employee not loyalty and turnover is disappointing 312 2.996795 1.261598 

 312 3.073077 1.247435 

Management factor    

We do have managerial experience before we engage on this 

business 

312 2.471154 1.231605 

There is lack of clear division of duties and responsibility Among 

employees in the enterprise. 

312 2.198718 1.153325 

The communication in the enterprise is ineffective. 312 2.397336 1.258691 

The employee handling practice is inadequate and improper. 312 3.192308 1.366176 

There is lack of well-trained and experienced employees. 312 3.192308 1.232546 

There is lack of strategic business planning in the enterprise. 312 3.160256 1.305427 

The Enterprise has effective and conducive working environment  312 2.541667 1.350787 
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There is cooperation and group work habit among the worker.  312 3.092949 1.347028 

There is a separate entity business asset and private equity.  312 2.778846 1.420724 

 312 2.7780616 1.296257 

Marketing Factors    

We have inadequate market access for our product/service. 312 3.727564 1.234346 

We have problems of formulating marketing strategy. 312 3.407051 1.256884 

We have lack of market information and demand forecasting 

practices. 

312 3.141026 1.270232 

There exists fierce foreign and domestic competition. 312 3.009615 1.437857 

We do have lack of promotion to attract potential customers. 312 2.615385 1.244727 

We have poor customer relationship and handling practice. 312 2.589744 1.372077 

There is no customer confidences on our products/services  312 2.772436 1.433233 

 312 2.362536 1.027706 

Financial Factors    

 Credit institutions are insufficient to access loans easily. 312 3.820513 1.337018 

 Existing financial institution are not willing to access loan to us.  312 3.041667 1.301071 

We do have poor cash management system. 312 3.900641 1.11684 

We experience frequent working capital shortage. 312 3.878205 1.217994 

We are requested a high collateral from banks and other Lending 

institutions. 

312 3.875 1.159506 

The interest rate charged by banks and other lending Institutions is 

unreasonably high for our work. 

312 3.955128 1.172257 

The lending criteria of banks and other financial institutions is 

rigid and high. 

312 3.032051 1.42968 

 312 3.643315 1.247767 

Technical Factors    

There is training package and education package for workers and 

managers of the enterprise. 

312 3.208333 1.353165 

There is poor access to marketing knowledge and lack of 

information 

312 2.730769 1.241543 
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There is lake of capabilities of enterprise workers. 312 3.076923 1.242539 

There is lack of information to exploit business opportunities/ lack 

of benchmarking. 

312 2.878205 1.210049 

 312 2.973558 1.261824 

Local supply Factors    

There is local input supply shortages and delays. 312 3.759615 1.281793 

There is the problem of local input price fluctuation. 312 3.826923 1.193032 

There is no quality local input supply. 312 3.551282 1.297015 

We are not accessed appropriate to local input. 312 3.679487 1.322509 

 312 3.704327 1.273587 

                           Infrastructure Factors    

There is no road access to our working area 312 3.092949 1.305817 

We do have enough access to water, electricity and telephone  312 3.054487 1.515275 

There is insufficient or unreliable power supply 312 2.807692 1.494321 

There is good internet service access.   312 3.032556 1.485852 

We don’t have enough working area 312 2.926282 1.385855 

  2.982793 1.437424 

                             Legal And Regulatory Factor    

There is unfavorable tax system for MSEs  312 2.923077 1.400682 

There is the problem of good governance and corruption 312 3.903846 1.12143 

There is unfair competition from the informal sector 312 3.887821 1.254027 

There is no encouraging regulation for micro and small enterprise  312 3.237179 1.31091 

There is lengthening bureaucracy in government office 312 3.666667 1.371897 

 312 3.53718 1.291789 

Source: (Researcher's Survey, 2021) 
 

4.3.2. Business Performance  

As it is clearly indicated in the sections presented so far, the objective of this study is to examine 

the factors affecting the business performance of small and micro enterprises in Debre-Berhan 

town. Before evaluating the factor behind the business performance of small and micro 

enterprises however, it is crucial to assess the status of business performance for small and micro 
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enterprises under study. For this purpose, respondents are asked to reflect on the five items 

assumed to proxy business performance. The findings in the subject of interest revealed that the 

variable business performance scored a grand mean value of 3.6 which means the micro and 

small have recorded a moderate performance. The implication behind these findings is that there 

is room for improvement in business performance if an appropriate measure is taken. 

4.3.3. Managerial Factor  

To start with the management factor, as it can be seen from table above, the constructs there is 

lack of clear division of duties and responsibility among employees the communication in the 

firm is ineffective, there is lack of well-trained and experienced employees and there is lack  of 

strategic business planning in the firm’ have recorded a mean value. This implies that 

respondents do believe that lack of clear division of tasks, ineffective communication and 

inadequate, lack of well trained and experienced, and lack of strategic business planning are 

challenges facing small and micro enterprises. However, respondents are not sure about the 

nature of employee handling practice is inadequate and improper. This descriptive statistic 

results matched with the study of Ying, (2012), mean score 4.37. 

4.3.4. Marketing Factor  

In the marketing domain the constructs, we have inadequate market access for my 

product/service, we have problems of formulating marketing strategy, we have lack of market 

information and demand forecasting practices, we have lack of promotion to attract potential 

customers and we have poor customer relationship and handling practice have recorded. This 

implies that enterprises have challenges in terms of these indicators of marketing factors. On the 

other hand, the construct there exists fierce foreign and domestic competition which proves that 

competition from both the domestic and foreign markets is not that a challenge in their business. 

This finding justifies that the role of the marketing factor is large in influencing the business 

growth of the small and micro enterprises in Debre-Berhan town. 

4.3.5. Financial Factor  

The information in table above shows that the constructs credit institutions are insufficient to 

access loans easily, we experience a frequent working capital shortage, the interest rate charged 
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by banks and other lending institutions is unreasonable, and the lending criteria of banks and 

other financial institutions are stringent have recorded. The implication behind these findings is 

that shortage of capital, access to loans, interest rate and lending criteria of financial institutions 

are the major challenges to the successes for small and micro enterprises. On the other hand, the 

remaining constructs which are; we have no/poor cash management system and we are required 

high collateral from banks and other lending institutions have recorded. This means that the cash 

management system and the collateral requirement of financial intuitions are not a critical 

challenge in the business performance success of the enterprises.  

4.3.6. Infrastructural Factor  

The infrastructural factor is also among the factor expected to have an effect on the business 

performance of Micro and small enterprises. It is constructed from five items which include, 

there is a frequent electric power interruption, the water supply system is insufficient and with 

frequent interruption, there is lack of business development services (supporting institutions), 

the transportation services are insufficient and not quick and there is lack of appropriate dry 

waste and sewerage system. Which means that electric power interruption, insufficient water 

supply, limited supporting institutions, limited access to transportation and waste and sewerage 

system are among the challenges to business performance. This result matches the study of 

(Admasu, 2012) the mean score of 3.73. 

4.3.6. Legal and regulatory factor  

The legal and regulatory factor is also among the factor expected to have an effect on the business 

performance of Micro and small enterprises. It is constructed from five items which include there 

is a tax system, the good governance and corruption. 

4.3.7. Variable level Descriptive statistics  

The descriptive statistics for the variables under study, the descriptive statistics presented 

indicate that the mean value for the majority of the variables in the study is greater than 2. Except 

for the variables; marketing factor and the Entrepreneurial factor for other variables in the study 

one can deduce that respondents on average tend to answer agree for the questions addressed to 

them. 
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Table 4.5. Descriptive Statistics 
 

Variable Obs. Mean Std. Dev. 

Business growth   312 3.073077 1.247435 

Management factor 312 2.7780616 1.296257 

Marketing factor 312 2.362536 1.027706 

Financial factor 312 3.643315 1.247767 

Infrastructural factor 312 2.982793 1.437424 

Legal and regulatory  312 3.53718 1.291789 

Technical factor  312 2.973558 1.261824 

Input supply factor 312 3.704327 1.273587 

Source: (own computation based on survey data, 2021) 

  

4.3.8. Comparison of Factors  

It is very obvious that the list of factors which include; management factor, marketing factor, 

financial factor, legal factor, technical factor, infrastructural factor, and input supply factor due 

to influence the business performance of small and micro enterprises. However, these lists of 

factors do vary in terms of the degree of influence on business performance in general and 

business performance of small and micro enterprises in Debre-Berhan town in particular. That 

is, some factors do have greater influence compared to the others. 

 

Table 4.7 presented a summary statistic that illustrates this subject. As it can be seen in the tables 

tax multiple factors and work premise factor do have a greater influence on business performance 

of small and micro enterprises in Debre-Berhan town. The infrastructural factor and business 

network factors follow the above two factors in terms of their contribution towards business 

performance variation. 

 

Variables that are found to have a lower degree of influence on the business performance of 

small and micro enterprises compared to the list of variables under investigation are the 

marketing factor and entrepreneurial factor. Variables that are found to have a lower degree of 
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Influence on business performance of small and micro enterprise compared the list of variables 

under investigation are the marketing factor and entrepreneurial factor. 

Table 4.6. Comparison of Factors 
 

Variables Obs. Mean           Rank 

Management factor 312 2.7780616 6 

Marketing factor 312 2.362536 7 

Financial factor 312 3.643315 2 

Infrastructural factor 312 2.982793 4 

Legal and regulatory  312 3.53718 3 

Technical factor  312 2.973558 5 

Input supply factor 312 3.704327 1 

Source: (Researcher's Survey, 2021) 

4.4. Inferential Analysis  

4.4.1. Reliability and validity test  

It is important to make sure that the instrument that we develop to measure particular concept is 

indeed accurately measuring the variable and then in fact, we are actually measuring the concept 

that we set out to measure. In this case, the use of better instrument will ensure more accuracy in 

result, which in turn will enhance the scientific quality of the research. Hence in some way we 

need to assess the ‘’Goodness’’ of the measure developed, that is, we need to reasonably be sure 

that the instrument we use in our research do indeed measure the variable they are supposed to 

and that they measure them accurately. For this, the researcher have applied two elements of 

measurement i.e. validity and reliability.  

Hair et al (2007) mentioned (cited from Kazi, 2010) the definition of validity as the degree to 

which measure accurately represent that it is supposed to; validity is concerned with how well 

the concept is defined by the measure (Kazi, 2010). Kazi,(2010) pointed out that the rational for 

internal constancy is that the individual items or indicators of the scale should all be measuring 

the same construct and thus be highly inter- correlated.  
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             Table 4.7- Measurement of Reliability of the instrument 

No Dimension  Number of 

items  

Alpha Value  

1  Management  Nine  0.7763  

2  Market  Seven  0.7565 

3  Finance   Seven  0.7148  

4  Technical/skill   Four  0.6712  

5 Input supply   Four 0.8063 

6 Legal & regulatory Five 0.7350 

7 Infrastructure  Five  0.7282 

     

Normality Test  

Normality test is used to determine whether sample data has been drawn from a normally 

distributed population or the population from which the data came is normally distributed. 

Normality was checked by two terms i.e. kurtosis and skeweness using stata-15. For kurtosis the 

normal value is less than 3 whereas for skewness the normal value is supposed to be less than 6 

(Asghar, 2012).  

Table 4.8- Skewness and Kurtosis test for each variable 

Variable Obs. Pr. (Skewness) Pr. (Kurtosis) adj chi2(2) Prob>chi2 

MGT 312 0.9849 0.0004 11.32 0.0035 

MKT 312 0.6040 0.0909 3.14 0.2077 

FIN 312 0.0081 0.0004 16.61 0.0002 

SKI 312 0.0433 0.9836 4.10 0.1284 

INPUT 312 0.0002 0.0694 14.40 0.0007 

INFRA 312 0.1578 0.0000 57.20 0.0000 

LEG 312 0.0001 0.1668 14.68 0.0006 

GRO 312 0.0009 0.2095 11.12 0.0038 
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Source: (Researcher's Survey, 2021) 

The values from table 4.6 shows that skewness values are all under three for all independent 

variables (MGT, MKT, FIN, SKI, INPUT, INFRA and LEG)  and dependent variable (GRO) 

and the same thing exists for kurtosis values which are under six for the existing variables, 

independent and dependent variable listed above. Therefore, from the results shown above we 

can say that the data was normally distributed among the sample population.  

4.4.2. Pearson Correlation Analysis 

To determine the relationship between dependent variables (coupon, free gift and rebate) and 

brand image, Pearson correlation was computed. Table 4.7 below presents the results of Pearson 

correlation on the relationship. 

Table 4:9 Correlation Test 

Variables GRO LEG INFRA INPUT SKI FIN MKT 

        

GRO 1.0000        

LEG 0.3920* 1.0000       

INFRA 0.1554* 0.1769* 1.0000      

INPUT 0.3826* 0.4817* 0.2539* 1.0000     

SKI 0.4020* 0.2623* 0.1950* 0.1916* 1.0000    

FIN 0.0808 0.6037* 0.0894 0.5591* 0.0577 1.0000   

MKT 0.5270* 0.2427* 0.2844* 0.2713* 0.3553* 0.0726 1.0000  

MGT 0.2690* 0.0944 0.1418* 0.0040 0.2891* -0.0764 0.5096* 

 MGT       

        

MGT 1.0000        

        

 0.05 significance level for displaying with a star 

Source: (Researcher's Survey, 2021) 
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As cited by Andy F. (2010), Pearson's correlations require only that data are interval for it to be 

an accurate measure of the linear relationship between two variables. The correlation matrix is 

extremely useful for getting a rough idea of the relationships between predictors and the outcome, 

and for a preliminary look for multi-colinearity. However, if we want to establish whether the 

correlation coefficient is significant, then more assumptions are required: for the test statistic to 

be valid data have to be normally distributed. As presented in the above table, the SPSS output 

provides correlation coefficients for the three variables. Each correlation coefficient with both 

the significance value of the correlation and the sample size (N) on which it is based, are 

displayed. The output shows that each variable is perfectly correlated with itself if (obviously) 

and so r=1 along the diagonal of the table. This section will try to illustrate the association 

between demographic characteristics which are gender, age, level of education and experience 

and business performance of micro and small enterprises. 

4.4.3. Multi-colliniarity test  

Table : 4.10 multi colliniarity test 

  Variable VIF 1/VIF 

FIN 1.95 0.511561 

LEG 1.81 0.553844 

INPUT 1.70 0.587551 

MKT 1.62 0.616739 

MGT 1.43 0.700667 

SKI 1.24 0.806273 

INFRA 1.14 0.875110 

Mean VIF 1.56  

Source: (Researcher's Survey, 2021) 

As seen in the above table VIF results of the independent variables are less than five which 

indicates there is no multi-collinearity among them. 

The output provides some measure of whether there is collinearity in the data. Specifically, it 

provides the VIF (Variance inflation Factor) and tolerance statistics (with tolerance being 1 

divided by the VIF) .For this, as cited by Andy, 2010, there are few guidelines from section that 

can be applied: 

 If the largest VIF is greater than 10 then there is cause for concern. 
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 If the average VIF is substantially greater than 1 the regression may be biased 

 Tolerance below 0.1 indicates a serious problem. 

 Tolerance below 0.2 indicates a potential problem. 

For the current model the VIF values are all well below 10 and the tolerance statistics all well 

above 0.2; therefore, we can safely conclude that there is no collinearity within our data. 

4.4.4. Model summary  
      Source |       SS           df       MS      Number of obs   =       312 

-------------+----------------------------------   F(7, 304)       =     36.17 

       Model |  114.946827         7  16.4209753   Prob > F        =    0.0000 

    Residual |  138.027023       304  .454036259   R-squared       =    0.8544 

-------------+----------------------------------   Adj R-squared   =    0.8418 

       Total |   252.97385       311  .813420739   Root MSE        =    .67382 

GRO Coef. 

 
Std. Err. 

 
t 

 
P>|t| 

 

 

[95% Conf. Interval] 

 

     MGT  .0075288 .0645022 0.12 0.907 -.1344561 .1193986 

     MKT .3835233 .0576486 6.65 0.000* .2700825 .4969642 

     FIN  .3846885 .0754876 5.10 0.000* .5332328 .2361442 

     SKI  .1891372 .0522406 3.62 0.000* .0863383 .2919361 

    INPUT  .2570098 .049177 5.23 0.000* .1602394 .3537803 

    INFRA  .0740958 .0409902 1.81 0.072*** -.1547562 .0865646 

      LEG  .3179919 .0568757 5.59 0.000* .2060719 .4299119 

    -cons  .391663 .280669 3.27 0.001* .3643631 .1.468963 

 

Source: own survey results, 2021 

*Implies results are significant at 0.01 level  

** Implies results are significant at 0.05 level 

***Implies results are significant at 0.1 level  

The linear regression equation   

GRO= Α + (Β1) MGT + (Β 2) MKT+ (Β 3) FIN + (Β4) SKI +( Β5)INPUT + (Β 6)INFRA + 

(Β7)LEG + ERROR  
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Where, GRO=growth  

 MGT =Management 

 MKT=Marketing  

 FIN=Finance  

 SKI= Skill 

 INPUT= Input 

 INFRA= 

Infrastructure 

 LEG= Legal  

 α= Constant And  

 β1, β2, β3….β7= 

beta coefficients.  

 Error = residual  

GRO=0.3916+.3835MKT+.13846FIN+.1891SKI+.2570INPUT+.074INFRA+ .3179 LEG + 

Error 

The Stata-15 output in the above table provides details of the model parameters (the beta values) 

and the significance of these values. So from the table, we can say that marketing, finance, skill 

and technical ability, local input supply and legal and regulation statistical significant at 1% level 

confidence interval. Managerial skill is not statistically significant. Since some business 

researchers tolerate up 10% margins of error so this study also took infrastructure as statistically 

significant at 0.1 levels. The value is the slope of the regression line, β represents the change in 

the outcome resulting from a unit change in the predictor and that if a predictor is having a 

significant impact on our ability to predict the outcome. And, then this β should be different from 

0 (and big relative to its standard error). As a general rule, if this observed significance is less 

than 0.05, then social scientists agree that the result reflect a genuine effect (Andy, 2010). 

Therefore, if market is increased by one unit, then our model predicts that .3835 increase in the 

growth of micro and small enterprise. In general the table titled coefficient helps us to see which 

among the seven independent variables influences most the variance in building positive growth 

of micro and small enterprise (i.e. the most important). If we look at the column Beta under 

standardized coefficient, we see that the highest number in the beta is .3835 for market.  
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Hypothesis 1 (H1): Marketing factor has a positive and statistically significant influence on 

the business performance of MSE. 

The second factor affecting the business performance of MSE was marketing factor. As per the 

regression result, marketing factor was positively and statistically significant in affecting the 

perceived business performance of MSE at 1% level of significance with (𝛽=0.3835 𝑎𝑛𝑑 

𝑃−𝑣𝑎𝑙𝑢𝑒=0.000). The coefficient of marketing factor indicates that keeping other things 

constant, a 1% improvement in marketing related factor led to a 38.35% increase in business 

performance of SMSE. As indicated in the Table, the Pearson correlation coefficient between 

marketing factor and business performance of SMSE. 

In the current competitive business environment, marketing can be seen as a matrix of business 

activities organized to plan, produce, price, promote, distribute goods, service, and ideas for the 

satisfaction of relevant customers and clients. Marketing is important for the success of any 

organization, whether service oriented or product oriented. Marketing performance is central to 

success in today’s fast moving competitive markets, and measuring marketing’s performance is 

critical to managing it effectively. According to Coad (2007), the growth of small firms is a 

particularly erratic phenomenon. Entry rates of new firms are high; however, a large number of 

these entrants can be expected to go bankrupt within a few years. 

 

Hypothesis 2 (H2): Financial factor has a positive and statistically significant influence on the 

perceived business performance of MSE.  

The third factor contributing the perceived business performance of MSE was financial factor. 

Based on the regression outcome, financial factor was positively and statistically significant in 

affecting the perceived business performance of MSE at 1% level of significance with 

(𝛽=.3846885 𝑎𝑛𝑑 𝑃−𝑣𝑎𝑙𝑢𝑒=0.000). The coefficient of financial factor indicates that keeping 

other things constant, a 1% improvement in financial related factor led to a 38.46% increase in 

perceived business performance of MSE. As indicated in the Table, the Pearson correlation 

coefficient between financial factor and perceived business performance of MSE. 

Lack of access to external financing is one of the major challenges to the growth of MSEs, and 

it has accounted for high rates of failure among those MSEs . Financial institutions behave more 
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cautiously when providing loans to MSEs and SMEs are usually charged comparatively high 

interest, high collateral, and loan guarantees. Shah (2013) explained promotion and expansion of 

business are impossible without sufficient finance. 

Hypothesis 3 (H3): Technical skill has a positive and statistically significant influence on the 

perceived business performance of MSE.  

According to the multiple linear regression result t infrastructure factor is one of the most 

influential factors in affecting the business performance of MSE. The regression result showed 

that technical skill factor was positively and statistically significant in affecting the perceived 

business performance of SMSE at 1% level of significance with (𝛽=.1891372 𝑎𝑛𝑑 

𝑃−𝑣𝑎𝑙𝑢𝑒=0.000). The coefficient of technical skill factor indicates that keeping other things 

constant, a 1% improvement in technical skill factor led to at 18% increase in perceived business 

performance of SMSE. As indicated in the Table, the Pearson correlation coefficient between 

technical skill factor and perceived business performance of MSE.  

Entrepreneurs need to recognize the role of education and training in ensuring the success of their 

business endeavors. Education and training will help establish a good foundation for small 

business growth, (Biggs and Shah, 2006).    

Bouazza (2015) explained that among the major challenges facing the development of MSEs is 

the huge lack of technological capabilities, which is the key to developing the competency of 

SME owners and managers. Romijn (2001) underlined that technological capacities are 

considered as tools for strengthening the competitiveness of MSEs. 

Hypothesis 4 (H4): Local Input supply factor has a positive and statistically significant 

influence on the perceived business performance of MSE.  

According to the multiple linear regression result input factor is one of the most influential factors 

in affecting the business performance of MSE. The regression result showed that input factor was 

positively and statistically significant in affecting the perceived business performance of MSE at 
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1% level of significance with (𝛽=.2570𝑎𝑛𝑑 𝑃−𝑣𝑎𝑙𝑢𝑒=0.000). The coefficient of input factor 

indicates that keeping other things constant, a 1% improvement in input factor led to a 25% 

increase in perceived business performance of MSE. As indicated in the Table, the Pearson 

correlation coefficient between input factor and business performance of SMSE. 

Supply shortages or delays, conflict, and other events can cost sales in the short run and damage 

customer satisfaction in the long run. Rising supply costs may force price increases that can harm 

the company's sales volume (Kotler, 2012).  

Hypothesis 5 (H5): Legal and Regulatory factor has a positive and statistically significant 

influence on the business performance of MSE.  

According to the multiple linear regression result legal factor is one of the most influential factors 

in affecting the business performance of MSE. The regression result showed that regulatory 

factor was positively and statistically significant in affecting the perceived business performance 

of MSE at 1% level of significance with (𝛽=.0568757 𝑎𝑛𝑑 𝑃−𝑣𝑎𝑙𝑢𝑒=0.000). The coefficient of 

legal factor indicates that keeping other things constant, a 1% improvement in legal and 

regulatory factor led to a 25% increase in business performance of MSE. As indicated in the 

Table, the Pearson correlation coefficient between legal and regulatory factor, and business 

performance of MSE. 

The growth of MSEs is affected by their business climate. A study was done by International 

Finance Corporation (IFC; 2013), based on responses of more than 45,000 firms in developing 

countries, found that the top obstacles to their operations are a poor investment climate, especially 

red tape, high tax rates, competition from the informal sector, and inadequate infrastructure, 

especially an insufficient or unreliable power supply. 
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CHAPTER FIVE 

SUMMARY, CONCLUSION AND RECOMMENDATIONS 

In this chapter, the summary, conclusion, and recommendations are presented. Based on the 

findings of the study, and its objectives conclusions were drawn and recommendations are made 

to government bodies, business owners, managers, and entrepreneurs of MSEs and finally for 

the suggestion was made for other future researchers of the area. 

5.1. Summary of the main findings 

The study was intended to investigate the factor that determines the business performance of 

MSEs in Debre-Berhan. For this study, a total of 312 paper-based questionnaires has been 

distributed to randomly selected MSEs, and 312 (100%) were filled and returned. The study 

covered the five business categories categorized by the town that they are engaged in such as 

wood and metal, food and related, textile and clothing, and construction. To address the issue 

under study both descriptive and inferential statistical analysis methods have been employed. 

Among seven independent variables five of the explanatory variables market access, financial 

access/source, technical skill, legal and regulators are statistically significant at 0.01 level of 

significance and infrastructure also statistically significant at 0.1 level of significant. Market 

access and financial access affect the performance micro and small enterprises 0.38 in the case 

of Debere-Berhan town.   

5.2. Conclusion 

Small and micro enterprises accounts for the major job creator for citizens. They can also 

contribute in the nation economy provided that their survival and continual growth is preserved 

and ensured. Small and micro enterprises are very helpful for Ethiopia and Ethiopian citizens 

and particular in Debre-Berhan for creating jobs and contributing to the national economy, they 

could also play a critical role in the course of alleviating poverty. They are also important that 

their need for capital is smaller as compared to the large capital requirement of large corporations 
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which Ethiopia as a country had a huge shortage of capital. However, the MSEs in Debre Berhan 

town found swallowed by various challenges that this study had revealed. These challenges crush 

the performance of MSEs in the town. The study reveals that from the nine factors seven factors 

(management, market, local supply, financial, infrastructure, technological, and legal and 

regulatory) hypothesized in this study were actually affecting the business performance various 

intensity. 

Among the multiple challenges of MSEs the working premises factors were the most influencing 

predictor variable for MSEs business performance followed by management factors, business 

networking factor and financial factors. Infrastructure factor were at the fifth position in terms of 

its strength in influencing business growth followed by technical and, legal and regulatory factors.  

5.3. Recommendations 

Even if the majority of enterprises found in the study area currently survived and run their 

business, the survival status of the enterprises is the primary and necessary condition to exist in 

the business, but it is not sufficient and satisfactory condition to transform them into a micro and 

higher level of enterprises. The higher level of growth builds the capacity of enterprises to attain 

the intended tangible goals. Thus, the following measures are recommended to be undertaken by 

all concerned stakeholder.  

 The study were reveals that infrastructural factors were the strong influential factor that 

affects the business performance of MSEs in Debre-Berhan town. 

 The provision of electric power must be well improved. Electric power is key for 

almost all business enterprises. The government of the town must strengthen to 

eliminate the electric power supply problems and challenges.  

 The water supply quality and quantity must be improved and to create good 

transportation access for the enterprise product the town government constructed 

roads to avoid transportation service obstacles for business success.  

 The proper dry and wet waste management practices and sites must be identified 

and practiced.  
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 To improve their performance and modernize their production system and 

marketing strategy the government should provide internet access. 

 Financial factors were the strong affecting factor that affects the business growth of MSEs 

operating in Debre-Berhan town. Therefore,  

 The government of Ethiopia, the regional government of Amhara national regional 

state, and Debre-Berhan town city administrator should create an adequate 

environment to increase the existence and availability of credit institutions, that 

the institutions must ease or simplify their procedure and lending criteria.  

 The monetary policy of the country must assess and evaluated well so that, it will 

not hinder the performance of small and micro business performance.  

 The collateral requirement of lending institutions must be reconsidered to facilitate 

the growth of the small and micro businesses of the town and the country. The 

entrepreneur and managers should deploy an adequate cash management system 

on their premises so that working capital will be well managed. 

 Management factors were revealed as one of the strong influential factors for the business 

growth of MSEs.  

 The entrepreneur/ business owner must clearly and scientifically organize his/her 

enterprise with clear duties and responsibilities to eliminate confusion and 

collision among employees that will create a hectic environment and affects 

individual and group performance.  

 The entrepreneur must have the training to develop effective communication 

skills and design a clear means and order for effective communication. A journey 

without a steering wheel is like walking blindly analogously a business enterprise 

without strategic business planning is throwing his/her money to air. There must 

be a clear direction of the business and a clear goal to achieve. Therefore, business 

owners must develop their strategic plans. 
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 Marketing factors are frequently indicated as the explanatory factor for most problems 

faced by the studied MSEs. Therefore, it is necessary to solve this deep-rooted problem. 

Some of the ways of doing so can be: -  

 Providing selling and display places in areas close to working area.  

  Linking the MSEs with other private business working within or around 

Angolelana Tera woreda so that the operators are able to secure market 

opportunity.  

  Changing the perception of the general public through extensive awareness 

creation mechanisms, since private individuals are envisaged to be the main 

buyers of the products manufactured by MSEs in the long run.  

 Allowing those MSEs located and operating at Angolelana Tera woreda to 

participate in biddings opened in other woreda and around Angolelana Tera 

woreda. 

5.3.4. Suggestion for Further Research 

The current effort is made to conduct separate both descriptive and inferential analysis for small 

enterprises and micro enterprises. The result produced revealed that the factors determined 

behind the business growth of small enterprises are not the same as that of the business growth 

of micro-enterprises and vice versa. That has made us believe that there is a need for business-

level analysis to examine factors determine behind small and micro enterprise's business growth. 

Thus, we suggest future studies to consider separately the small and micro enterprises in their 

effort to find out what influences the business growth of micro and small enterprises. 
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Appendices 

Annexe A: Data collection instrument (English version) 

Questionnaire 

Debre-Birhan University College of Business and Economics MBA Program 

Dear respondent, I am a graduate student in master of business administration at Debre-Birhan 

University. Currently, I am undertaking a thesis entitled with ‘‘Investigating Determinants of 

Micro and small Business Enterprises in the case of Debre-Berhan town. 

Dear sir/Madame, You are one of the respondents selected to participate on this study. I will 

request your support in providing me accurate and complete information so that the finding on 

Investigating Determinants of Micro and small Business Enterprises in the case of Debre-Berhan 

town will be representative and lead to accurate conclusion. Your input is entirely voluntary and 

your personal information and your entire response will be completely secret. Finally, I assure you 

that the information that you provide me through the questionnaire will be kept confidential and 

only used for the aforementioned academic purpose. No individual’s responses will be identified 

as such and the identity of persons responding will not be published or released to anyone.  

Thank you in advance for your kind cooperation and committing your time for my work. 

SINCERELY, 

YOHANNES LAKEW 

Mobile phone :-( +251)913015933 
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Code___________ 

INSTRUCTIONS: 

Please provide your response with a check mark (√) in the appropriate block provided and write 

your preface understanding on the space provide 

SECTION-1: GENERAL INFORMATION ON RESPONDENTS. 

1.1. Please specify the business sector you are engaged in 

A. Textile and garment.□ B. Metal and wood work.□ 

C. Urban agriculture. □            D. Construction.  □   E. services □  

1.2. Your Age  

 A. Below 20 years  □  B.21-30 □  C. 31-40  □  D. 41-50  □  E. 51-60  □ F. Above 61 years  □ 

1.1.Sex  

A. Male. □ B. Female. □ 

1.2.Marital status  A. married B. single C. widow D. divorce    

1.3.What is your Position in this business enterprise? 

A. An owner-manager. □ B. A professional manager. □  

C. member of the organization.□ 

1.4.If you are a paid professional manager: How many years all together have you been in the 

service of the firm/ enterprise? Years 

1.5.What is your educational status? 

A. First Degree. □ E. Secondary.□ 

B. Master’s degree □ F. Elementary.□ 

C. Diploma or TVET.□                      G. Read and write.□ 

D. Certificate.□                                   H. literate. □ 

1.6.Experience, years  
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SECTION-2: INVESTIGATING DETERMINANTS OF MICRO AND SMALL 

ENTERPRISE GROWTH IN CASE OF DEBRE BERHAN TOWN  

The major factors that determine business growth of MSEs are listed below. Please indicate the 

degree to which these factors are affecting the business growth of your business enterprise. After 

you read each of the factors, evaluate them in relation to your business and then put a tick mark 

(√) in the appropriate block. 

1. Strongly Disagree 

2. Disagree  

3. Neutral  

4. Agree  

5. Strongly Agree 

2.1. Please indicate the degree to which you agree with the following statements concerning 

management factors. 

No Management Factors 1 2 3 4 5 

1.1 We do have managerial experience before we engage on this business       

1.2 There is clear division of duties and responsibility Among employees in 

the enterprise.  

     

1.3 The communication in the enterprise is effective.       

1.4 The employee handling practice is adequate and proper.       

1.5 There is a well-trained and experienced employee in our enterprise.       

1.6 There is a strategic business planning in the enterprise.       

1.7 The Enterprise has effective and conducive working environment       

1.8 There is cooperation and group work habit among the worker.       

1.9 There is a separate entity business asset and private equity.       

2.2. Please indicate the degree to which you agree with the following statements concerning 

marketing factors. 

No Marketing Factors  1 2. 3 4 5 

2.1 We have adequate market access for our product/service.      

2.2 We can formulate marketing strategy in our enterprise.      

2.3 We have well and enough market information and demand forecasting 

practices. 

     

2.4 There exists fierce foreign and domestic competition.      
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2.5 We do have well promotion to attract potential customers.      

2.6 We have good customer relationship and handling practice.      

2.7 There is high customer confidences on our products/services       

2.3. Please indicate the degree to which you agree with the following statements concerning 

financial factors. 

No Financial Factors  1 2 3 4 5 

3.1  Credit institutions are sufficient to access loans easily.      

3.2  Existing financial institution are willing to access loan to us.       

3.3 We do have good cash management system.      

3.4 We experience frequent excess working capital in our enterprise.      

3.5 We are requested a high collateral from banks and other lending 

institutions. 

     

3.6 The interest rate charged by banks and other lending institutions is 

reasonably for our work. 

     

3.7 The lending criteria of banks and other financial institutions ease.      

 

2.4. Please indicate the degree to which you agree with the following statements concerning 

Technical factors 

No Technical Factors 1 2 3 4 5 

4.1 There is training package and education package for workers and 

managers of the enterprise.  

     

4.2 There are adequate technical skills.      

4.3 There is access to marketing knowledge and market  information      

4.4 There is capabilities of enterprise workers.      

4.5 There is information to exploit business opportunities/ benchmarking.      

2.5. Please indicate the degree to which you agree with the following statements concerning 

Local supply factors. 

 

No         Local supply Factors  1 2 3 4 5 

5.1 There is enough local input supply.      
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5.2 There is local input price fluctuation.      

5.3 There is quality local input supply.      

5.4 We are enough accessed and appropriate to local input.      

2.6. Please indicate the degree to which you agree with the following statements concerning 

infrastructural factors. 

No Infrastructure Factors  1 2 3 4 5 

6.1. There is good road access to our working area          

6.2. We do have enough access to water, electricity and telephone        

6.3. There is insufficient or unreliable power supply       

6.4. There is good internet service access.        

6.5 We do have enough working area.       

2.7. Please indicate the degree to which you agree with the following statements concerning 

legal and regulatory factors. 

No Legal And Regulatory Factor  1 2 3 4 5 

7.1. There is favorable tax system for MSEs       

7.2. There is no the problem of good governance and corruption      

7.3. There is fair competition from the informal sector      

7.4. There is encouraging regulation for micro and small enterprise       

7.5 There is no lengthening bureaucracy in government office      

 

SECTION-3: PERCEIVED BUSINESS PERFORMANCE 

3.1. Please indicate the degree to which the following statements concerning Enterprise growth. 

No Enterprise growth  1 2 3 4 5 

1.1 There is satisfactory business profit growth in our enterprise.      

1.2 Our investment capital is growing at expected rate.      

1.3 We are satisfied with the growth in sales of Products and/or services.      

1.4 We are satisfied in our operational efficiency.      



53  

1.5 The company employee loyalty and turnover is not as much 

disappointing 

     

 

SECTION-4: OPEN ENDED QUESTIONS RELATED TO GROWTH FACTORS OF 

MSEs 

4.1. How do you evaluate the performance of your enterprise? 

_____________________________________________________________________________ 

4.2. What are the main factor affect the growth of your enterprise? 

_____________________________________________________________________________ 

4.3. How do you evaluate the government official support to your overall activities? (List some 

of the support provided to your enterprise) 

____________________________________________________________________________  

4.4. Do you think the existing tax system, enterprise expansion policy and strategies are good 

enough to your business enterprise? If your answer is no, please state your reason. 

_____________________________________________________________________________    
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ደብረ-ብርሃን ዩኒቨርሲቲ 

ቢዝነስ እና ኢኮኖሚክስ ኮሌጅ 

የማኔጅመንትና አስተዳደር ትምህርትክፍል 

ድህረ ምረቃ ፕሮግራም 

ክፍል 1፡መግቢያ 

ውድ የጥናቱ ተሳታፊዎች፡- 

ውድ ምላሽ ሰጪዎች እኔ በደብረ-ብርሃን ዩኒቨርሲቲ በቢዝነስ አስተዳደር ትምህርት ክፍል 

የሁለተኛ(ማስተርስ)ዲግሪ ተማሪ ነኝ ፡፡ በዚህ ዓመት በደብረ-ብርሃን ከተማ ዉስጥ የጥቃቅንና አነስተኛ 

ኢንተርፕራይዞችን የንግድ ሥራ እንቅስቃሴያቸዉ ላይ እንቅፋቶች እና መልካም አጋጣሚ የሆኑትን 

ምክንያቶች ለመለየት ጥናት ጀምርያለሁ፡፡ 

የተከበራችሁ ምላሽ ሰጭዎች በዚህ ጥናት ላይ ለመሳተፍ ከተመረጡት መልስ ሰጪዎች ውስጥ አንዱ እርሶዎ 

ነዎት፡፡ በደብረ-ብርሃን ከተማ የጥቃቅንና አነስተኛ ኢንተርፕራይዞች ዉጤታማነት በተመለከተ ምክንያቶችን 

በሚገባ ለመለየት እርስዎ ወካይ ስለሆኑ የሚሰጡት ምላሽ ጥናቱን ወደ ትክክለኛ ድምዳሜ የሚያደርሰን 

ስለሆነ መልስዎ ትክክለኛ እና ተገቢ እንዲሆን በቅድሚያ በአክብሮት እጠይቃለሁ ፡፡መረጃዉን ለመሙላት 

ሙሉ ፈቃደኛ ስለሆኑ አመሰግናለሁ ፡፡መረጃዉን ሲሞሉ እና ወረቀቱን ለሰጠዎት አካል ሲመልሱ የእርሶዎን 

የግል መረጃዎ እና ስም መፃፍ አያስፈልግም ፡፡ በመጨረሻም እኔ ላረጋግጥ የምፈልገዉ ነገር ማንኛዉም ምላሽ 

ሰጭ የሚሰጠዉ መልስ ሚስጥራዊነቱ የተጠበቀ እና ቀደም ሲል ለተጠቀሰው የጥናት ዓላማ ብቻ 

የሚያገለግል እና ጥቅም ላይ የሚዉል ነዉ ።ለዚህ መጠይቅ ምላሽ የሚሰጥ ማንኛዉም ግለሰብ ማንነት 

እና የሚሰጠዉ ምላሽ ሚስጥራዊነቱ የተጠበቀነዉ፡፡ 

ስለመልካም ትብብርዎ እና ስለሰጡኝ ጊዜ በቅድሚያ አመሰግናለሁ፡፡ 

ከሠላምታጋር 

ዮሀንስ ላቀዉ 
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ማሳሰቢያ 

እባክዎን መልሶችዎን በተቀመጠዉ ክፍት ቦታ ላይ ይህንን ምልክት (√) ያስቀምጡ፡፡ 

ክፍል -1 ስለመልስ ሰጪዉ  መሰረታዊ መረጃ ፡፡ 

1. እባክዎ በምን የስራ ዘርፍ እንደተሰማሩ ይግለፁ፡፡_____________________ 

2. ዕድሜዎ ስንት ነዉ? 

 ሀ) ከ20 ዓመት በታች □ ለ) 21-30□ ሐ) 31-40 □ 

መ) 41-50 □ ሠ) 51-60□ ረ) ከ61 ዓመትበላይ□ 

3. ፆታ ሀ. ወንድ□ ለ. ሴት□ 

4. በድርጅቱ ውስጥ ያለዎት የስራ ድርሻ/ኃላፊነት ምንድ ነዉ፡፡  

ሀ. የድርጅቱ ባለቤትና ስራአስኪያጅ □ ለ. የድርጅቱስራአስኪያጅ □ሐ. የድርጅቱአባል □ 

5. ስንት ዓመት በተቋሙ ዉስጥ አገልግለዋል ፡፡  

ሀ) ከ2 ዓመትበታች□ ለ) 3-5 ዓመት□ ሐ) 6-8ዓመት□ 

መ) 9-11 ዓመት□ ሠ) 12-15 ዓመት □ ረ) 16-20 ዓመት□ ቀ) ከ21 ዓመትበላይ□ 

6. ያለዎት የትምህርት ደረጃ 

ሀ. ማንበብ እና መፃፍ□ ለ.10ኛ ክፍልያጠናቀቀ/ች □ ሐ.10+ 1□  መ.10+2 □  ሠ.10+3 □ ረ. ሰርተፊኬት□ ሰ 

ድፕሎማ□ ቀ.የመጀመሪያድግሪ□ በ. ሁለተኛድግሪ□ 
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ክፍል -2- በጥቃቅን እና አነስተኛ ኢንተርፕራይዞች የቢዝነስ እንቅስቃሴ ላይ ተፅኖ 

የሚያሳድሩ ጉዳዮችን በተመለከተ 

የጥቃቅንና አነስተኛ ኢንተርፕራይዞች የሥራ አፈፃፀም ላይ ተጽዕኖ የሚያሳድሩ ዋናዋና ጉዳዮች ከዚህ በታች 

ተዘርዝረዋል ፡፡        እባክዎን እነዚህ ምክንያቶች በንግድ ድርጅትዎ የሥራ አፈፃፀም ላይ ተጽዕኖ እያሳደሩ 

መሆናቸውን አለመሆናቸዉን በአግባቡ ያሳዩ ፡፡ የተቀመጡትን እያንዳንዳቸውን ምክንያቶች ካነበቡ በኋላ 

ከስራዎ ጋር የተዛመዱትን ጉዳዮች ከዚህ በታች ባሉት አማራጮች ላይ ይህንን ምልክት (√) ያድረጉ ፡፡ 

1 = ሙሉ በሙሉ አልስማማም 

2 =አልስማማም 

3 = መልስ የለኝም ፣ 

4 = እስማማለሁ ፣ 

5 = በጣም እስማማለሁ ፣ 

1. የአስተዳደር ሁኔታዎችን በሚመለከት ከዚህ በታች ባሉት መግለጫዎች ጋር የሚስማሙበትን እባክዎን 

ያመልክቱ ፡፡ 

ተ.ቁ ከማኔጅመንት/አስተዳደራዊ ተግባራት ጋር የተያያዙ ጉዳዮች 1 2 3 4 5 

1.1.  በተቋሙ ውስጥ ባሉ ሰራተኞች መካከል ግልፅ የሆነ የስራ እና ሀላፊነት 

ክፍፍል የለም 

     

1.2. በተቋሙ ውስጥ ከሰራተኞች ጋር ያለው ግንኙነት አግባብ ውጤታማ 

አይደለም 

     

1.3. የሰራተኛ አያያዝ ፤ አሰራሩ በቂ ያልሆነ እና አግባብ ያልሆነ ነው፡፡      

1.4. በደንብ የሰለጠኑ እና ልምድ ያላቸው ሰራተኞች እጥረት አለ፡፡      

1.5. በተቋሙ ውስጥ የስትራቴጂካዊ የሥራ ዕቅድ ችግር አለ፡፡      

1.6. ኢንተርፕራይዙ ምቹ የሆነ የስራ ቦታ አለዉ      
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1.7. በሰራተኞች መካከል የዳበረ የአብሮ የመስራትና የመተባበር ባህል አለ      

1.8. አመራሩ የሰራተኞችን ምርታማነት የሚያሰድጉ  ተግባራትን ከመስራት 

አኳያ ዉጤታማ ናቸዉ 

     

2. የገባያ ሁኔታዎችን በሚመለከት ከዚህ በታች ካሉት መግለጫዎች ጋር የሚስማሙበትን እባክዎን 

ያመልክቱ፡፡ 

ተ.ቁ ከገበያ ጋር ተያያዙ ጉዳዮች 1 2 3 4 5 

2.1. ላመረትነዉ ምርት/ ለምንሰጠዉ አገልግሎት የገበያ መዳረሻ ችግር አለብን      

2.2. የገበያ ስትራቴጂ የመንደፍ ችግር አለብን      

2.3. የገበያ መረጃ እጥረት እንዲሁም የደንበኞችን ፍላጎት በመረጃ ላይ ተመስርቶ 

መተንበይ ምርትና አገልግሎት የማቅረብ እጥረቶች አሉብን። 

     

2.4. ከፍተኛ የውጭ እና የሀገር ውስጥ ምርቶች የገበያ ተወዳዳሪዎች አሉብን      

2.5. አዳዲስ ደንበኞችን ለመሳብ የምናመርታቸዉ ምርቶች/ የምንሰጣቸዉን 

አገልግሎቶች ለደንበኞች የማስገንዘብ እና የማስተዋወቅ ችግር አለብን ፡፡ 

     

2.6. ደካማ የሆነ የደንበኞች ግንኙነት እና የአያያዝ ችግር ይታይብናል፡፡      

3.ከገንዘብ  ነክ ጉዳዮች ጋር በተያያዘ ችግሮች የሚስማሙበትን እባክዎን ያመልክቱ፡፡ 

ተ.ቁ ከገንዘብ/ፋይናንስ ጋር የተያያዙ ጉዳዮች 1 2 3 4 5 

3.1. የብድር ተቋማት ብድሮችን በቀላሉ ለማግኘት ምቹ አይደሉም፡፡      

3.2. በተቋማችን ደካማ የገንዘብ አስተዳደር ስርዓት አይታይብንም፡፡      

3.3. በተቋማችን የመስሪያ ካፒታል እጥረት አለብን፡፡      

3.4. ከባንኮች ወይም ከሌሎች አበዳሪ ተቋማት ብድር ለመበደር ለመያዣነት 

ዋስትና እንድናቀርብ የምንጠየቀዉ ከፍተኛ ሆኖብናል፡፡ 

     

3.5. በባንኮች ወይም በሌሎች አበዳሪ ተቋማት የሚጠየቀዉ የወለድ መጠን 

ከፍተኛ ሆኖብናል፡፡ 

     

3.6. የባንኮች ወይም የሌሎች የገንዘብ አበዳሪ ተቋማት የማበደሪያ መስፈርቶች 

ከተገቢዉ በላይ እና ጥብቅ ሆነዉ ብናል፡፡ 
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4.እባክዎን  የንግድብቃትና ክህሎት ሁኔታዎችን በተመለከተ የሚሰማሙበትን ያስቀምጡ 

ተ.ቁ የቴክኒክ ብቃትና ክህሎት ጋር የተያያዙ ጉዳዮች 1 2 3 4 5 

4.1. በዕርስዎ ኢንተርፕራይዝ አቅምን ለመገንባት የቅጥር ሰራተኞችና አመራሮች 

የትምህርት እና ስልጠና እንዲያገኙ አሰራር ተዘርግቶ እየተሰራ ይገኛል 

     

4.2. በዕርስዎ የንግድ ስራ ድርጅት በቂ የሆነ ተግባራትን ለመፈጸም የሚያስችል 

የቴክኒክ ብቃት የለም 

     

4.3. የገበያ መረጃን ለመሰብሰብና ለመተንተን የሚያስችል የአቅም ክፍተት 

አለብን 

     

4.4. ሰራተኞችና አመራሮች አሰራሮችን ተከትሎ የመፈጸም የአቅም ክፍተት 

አለብን 

     

5.የአካባቢያዊ ግብዓት አቅርቦት ሁኔታዎችን በሚመለከት ከዚህ በታች ባሉት መግለጫዎች ጋር 

የሚስማሙበትን እባክዎን ያመልክቱ፡፡ 

ተ.ቁ ከአካባቢያዊ ግብዓት አቅርቦት ጋር የተያያዙ ችግሮች 1 2 3 4 5 

5.1 የአካባቢያዊ ግብዓት አቅርቦት እጥረትና መዘግየት ችግር አለ      

5.2 የአካባቢያዊ ግብዓት ዋጋ መጋሸብና መለዋወጥ በተደጋጋሚ በመከሰቱ 

ስራችን ላይ እንቅፋት ፈጥሯል 

     

5.3 የአካባቢያዊ ግብዓት አቅርቦት የጥራት ችግር አለበት      

5.4 በአካባቢያችን ለስራችን ትክክለኛ የሆነ የግብዓት አቅርቦት ችግር አለ      

6.የሚከተሉትን የመሰረተ ልማት አውታሮችን በተመለከተ የሚስማሙበትን ያመልክቱ፡፡ 

ተ.ቁ ከመሰረት ልማት ጋር የተያያዙ ችግሮች 1 2 3 4 5 

6.1. የመንገድ ችግር የለብንም      

6.2. የዉሃ አቅርቦት ፤ የኤሌትሪክ አቅርቦትና መቆራረጥ ችግር እንዲሁም የስልክ 

አገልግሎት ችግር አለብን 

     

6.3. የኢንተርኔት መሰረተ ልማት ችግር አለብን      
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6.4. ከመንገድ ጋር ባሉ ችግሮች የትራንስፖርት አገልግሎቶች በቂ እና በጥራት 

አናገኝም፡፡ 

     

6.5. ተቋማችን ተገቢ የሆነ ደረቅ ቆሻሻ እና የፍሳሽ ማስወገጃ ስርዓት እጥረት 

አለበት፡፡ 

     

7. የህግና የደንቦችን ሁኔታዎችን በሚመለከት ከዚህ በታች ባሉት አማራጮች የሚስማሙበትን እባክዎን 

ያመልክቱ፡፡ 

ተ.ቁ የህግና ደንቦች ምቹ ከመሆን ጋር የተያያዙ ጉዳች 1 2 3 4 5 

7.1. ለስራችን ምቹ የሆነ የታክስ ስርዓት የለም      

7.2. የመልካም አስተዳደርና ብልሹ አሰራሮች መኖራቸዉ ለስራችን እንቅፋት 

ሆነዉብናል፡፡ 

     

7.3. ህጋዊ ካልሆኑ አምራቾች የሚደርስብን ህጋዊ ያልሆነ የንግድ ዉድድር 

የስራችን እንቅፋት ሆኖብናል 

     

7.4. የጥቃቅንና አነስተኛ ኢንተርፕራይዞችን የሚያበረታታ ህግ እና መመሪያ 

የለም 

     

ክፍል -3 የንግድ ስራ ዉጤታማነትን በተመለከት 

1. እባክዎን የሚከተሉትን የንግድዎን አፈፃፀም በሚመለከት ከሚከተሉትን መግለጫዎች 

የሚስማሙበትን ያመልክቱ፡፡ 

ተ.ቁ ከንግድስራዉጤታማነትጋርየተያያዙችግሮች 1 2 3 4 5 

1.1. የኢንተርፕራይዛችሁ የንግድ ስራ ትርፍ የሚያረካ አይደለም፡፡      

1.2. የመስሪያ ካፒታችን እንደጠበቅነው በደንብ እያደገ አይደለም፡፡      

1.3. በምርት እና በአግልጋሎት ሽያጭ እድገት አልረካንም።      

1.4. በአሠራር ብቃታችን እና በአገልግሎት አሰጣጣችን አልረካንም፡፡      

1.5. የተቋማችን ሰራተኛች ታማኝነት እና መቀያየር ተስፋ አስቆራጭ ነው      
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ክፍል -4: የማጠቃለያ ጥያቄ 

1. የዕርስዎን የንግድ ስራ ድርጅት ያለበትን ደረጃ እንዴት ይገመግሙታል? 

________________________________________________________________________

________________________________________________________________________ 

2. የዕርስዎን የንግድ ስራ ድርጅት አፈጻጸም ላይ ተጽዕኖ እየሰሩ ናቸዉ የሚላቸዉን ዋናዋና ጉዳይ 

ዘርዝሩ  

___________________________________________________________________________

___________________________________________________________________________ 

3. ከመንግስት አካላት እየተደረጉ ያሉ ድጋፎች አመርቂ ናቸዉ ብለዉ ያምናሉ (ከተደረጉላችሁ ድጋፎች 

መካከል ዋናዋናዎቹን ዘርዝሩ)  

___________________________________________________________________________

___________________________________________________________________________ 

ውድ ጊዜዎትን ስለሰጡኝ በጣም አመሰግናለ 

 


