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ABSTRACT 

The study examined the determinant factors that affect the success of Micro and Small Enterprises in 

Debre Berhan Town.  In order to achieve the study objective, the study employed exploratory design. The 

study applied both quantitative and qualitative research methodology to identify which factors contributed 

most to the success of Micro and Small Enterprises. The research employed both stratified random 

sampling and purposive/judgmental sampling techniques technique. A sample of 221 Micro and small 

Enterprise in the town were taken. Data was collected by using structured questionnaire and semi-

structured interviews. Quantitative data were analyzed by using statistical measures such as percentages, 

mean, independent sample t-test, Pearson correlation coefficient and multiple linear regression model. 

While qualitative data was analyzed through narration, description and discussion. The result of the study 

clearly found that, based on enterprises level of growth infrastructural, financial and entrepreneurial 

determinant factors existed with higher extent among Micro enterprises than Small enterprises in the 

study area. Conversely, the study further discloses that, the level of marketing determinant factors was 

found high among small enterprises. The result of correlation analysis indicated that, the independent 

variable (legal factors, technological factor, infrastructural factors, marketing factors, financial factors 

and entrepreneurial factors) have positive and significant relationship at 1% significance level with 

dependent variable (Success of MSEs). Furthermore, the finding of the study from result of regression 

analysis also revealed that, all of the six determinant factors (such as legal factor, technological factor, 

infrastructural factors, marketing factors, financial factors, and entrepreneurial factors) were positive 

and significant predictors of MSEs success, together accounted for 89.9 % of variance of MSEs success 

in the study area. It is recommended that, The Debre Birhan Town administration bodies should provide 

affordable alternative sources of finance for MSEs. 

Key words: - Micro and Small Enterprise, Success, Debre Berhan Town 
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CHAPTER ONE 

INTRODUCTION 

1.1 Background of the Study 

Micro and small enterprises sector was firstly recognized in the early1970s, as part of a general industrialization 

strategy supporting top-down approach (Benner, Liu &Schwaag, 2012). The encouragement of micro and small 

enterprises (MSEs) is considered as a prominent approach to sustainable development (Atem, 2018). Micro and 

small enterprises can mobilize limited resources and have remained one of the most indispensable sectors for any 

country which contribute significantly to the gross domestic product (GDP), create employment opportunity and 

earn foreign currency through export (Stefan, Mihai , Alexandra &Liliana, 2019 Today’s globalization of world 

trade, a substantial role is being assigned to the private sectors in many developing nations. In line with this, there 

has been the emergence of micro and small enterprise (MSE) sector as a significant element for economic 

development and employment (ILO, 1998 cited in Richardson, Hogarth & Finnegan, 2004). MSE Sector has seen 

as the engines of employment, alleviating poverty and upgrading the standard of living of citizens which is 

understood by both developed and developing nations. As a result, country/regional leaders had begun allocation 

of a larger proportion of their economic development budgets in funding micro and small enterprise research and 

support service initiatives (Chaston, & Mangles, 2002). 

Micro and small enterprise and development opportunity have very direct relationships .they require less capital 

and more labor.MSES have the capacity to generate a much higher degree of employment opportunity with less 

capital as compared to large –scale sectors (st.marry-university college ,2006:76-79)this indicates that MSES are 

one of the key elements that contribute to the development of anation. 

According To khrystyan ET AL (2010) formal MSMES employ more than one –third of the global population, 

contributing around 33 percent of employment in developing economics .this shows the lion’s share contribution 

of micro and small enterprise in alleviating the problem of Unemployment. Over all the above discussion 

highlights the importance of MSES to economic development and job creation. The role of Micro and 

Small Enterprises (MSEs) in socio-economic development as a means for generating sustainable 

employment and income is increasingly recognized. In developing countries, the MSE sector is the 

largest source of employment and income generation activity, particularly for the urban population 

(Wasihun& Paul, 2010). Now days, in almost all economies of the world, MSEs are becoming a crucial 

and key factor for sustained growth and development and becoming the lifeblood of most economies 

(Berhane, 2014). 
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In Ethiopia, like any other developing countries, MSE has become an increasingly widespread used 

strategy for its labor intensiveness, suitability to produce more jobs with less capital per job created, its 

utilization of locally available resources, fostering of linkage within and among various sectors and its 

resilience to internal and external economic shocks (Federal Micro and small enterprises development 

Agency [FMSEDA], 2012). Micro and small enterprises (MSE) are recognized as important vehicles of 

economic growth, employment creation, income generation, and poverty reduction. As a result, MSE 

occupy a prominent position in the development agenda of Ethiopia. However, the sector has been bound 

with various complicated and interlocked constraints and problems, which hinder its potential 

contribution to the socio-economic development of the country (FMSEDA, 2012). 

In recognition of the sector’s potential contributions and its constraints, the government has been 

attempting to create enabling environment for its growth and profitability. Among others, the issuance 

of proclamation No 33/1998 to establish the Federal MSE Development agency (Fe MSEDA) and 

amendment of the proclamation by No 104/2011 are the major government efforts made to alleviate the 

constraints of the sector. As a result, MSE are flourishing across the country and     the     MSE     sector     

becomes     the      second      largest employment generating sector for the poor households following 

the agriculture sector (Mohammed, Habtamu, &Dessalegn, 2014). 

Despite there is a mushrooming of entrepreneurs the MSE support institutions in response to the 

government’s efforts, the MSE sector is still facing some constraints such as access to finance, inadequate 

infrastructure, access to land/ business premises, high transactional cost, limited managerial and technical 

skill and market related issues (Berhane, 2014; Musara &Gwaindepi, 2014) have been holding back the 

MSE sector from contributing its maximum potential to the economic growth and development of the 

country. 

Thus, this research aims to investigate determinants of MSEs success in the study area; that are identified 

at national level and are still persisting in most places and holding back MSE sector growth and 

development which includes: lack of finance,  lack of infrastructure Technical and managerial skill, lack 

of marketing skill a legal related factors. 
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1.2. Statement of the Problem 

Growth is an important precondition for the achievement of other financial goal of business. However 

the transition of MSE sector to medium and large business sector is as crucial as to preserve the flow of 

new small businesses in to the economy since MSE is one of the tools to reduce the unemployment rate 

and increase the number of products or service offered to the society while reducing poverty. 

In Ethiopia, the Government has been promoting the development of MSEs through the formulation and 

implementation of Micro and Small Enterprises Development Strategy and the number of MSEs in the 

country is steadily growing. But, much more important than increase in their numbers, their current 

status, stage and pace of development is significant because most MSEs are hibernated from growing 

and faced with the threat of failure due to many factors. Little research exists that examines these factors 

influencing performance of MSEs in developing countries, especially in Ethiopia. Although there is little 

doubt that SMEs plays a vital role in development of an underdeveloped economy yet this sector is facing 

multifarious problems (Berhane, 2014). Due to this, it is getting more difficult for MSEs to contribute to 

a nation’s GDP as expected. 

Despite Micro and Small Enterprises are recognized as vehicles for economic growth and reduce poverty 

and un employment (Zemenu& Mohammed, 2014), most of them are facing critical constraints both at 

the operation and start up level. Some of these constraints include lack of access to finance, lack of access 

to working premise, lack of entrepreneurial training and management skills, lack of marketing 

information and the like (Berhane, 2014). Shortage and size of credit, shortage of working premise and 

size of sales spaces and stringent licensing requirements are some of the other key constraints to 

Ethiopian MSE (Assefa, Zerfu, &Tekle, 2014). Lack of working premise for MSE is unquestionably a 

serious problem. The issue of acquisition and transaction cost has become very prohibitive to the 

emergence of new enterprises and to the growth and development of existing ones (Ministry of 

technology and information, 2012). Furthermore, lack of skilled and experienced labor which leads to 

problems in production due to the unfamiliarity of workers with rapid changing demand, and lack of 

coordination of production process are also critical problem that MSEs are facing since they cannot afford 

to employ specialists in the fields of finance, administration, and technically knowledgeable experts 

(Richard, 2015; Drucker, 2016). Lack of entrepreneurial skills that nurture the growth and development 

of MSEs and marketing their products effectively through acquiring information on Marketing 

opportunities is the major bottlenecks that MSE entrepreneurs face all over in the study are As it is 

indicated in the review of literature above, most of the previous studies result shows differences. This 



 

 

4  

difference indicates that the determinant factors for MSEs success vary from country to country, place 

to place, and person to person. In addition the above studies were limited to address the gap to identify 

the determinant factors that have been observed between micro and small enterprises with the help of 

inferential statistics. Moreover, identifying the factors still needs to be adequately addressed. Therefore, 

this study has tried to examine the determinant factors that affect the success of MSEs in Debre Berhan 

town. 

1.3. Research questions 

This study on the factor affecting the success of MSEs of Debre berhan town will address the following 

questions: 

1. To what extent do technological, legal, working place, infrastructure entrepreneurial, financial and 

marketing factors affected the success of MSEs? 

2. To what extent does MSEs succeed in Debre Berhan town? 

3. Do the exhibited factors differ significantly across small and microenterprises? 

4. What are the major significant determinant factors that affect the success of MSEs in the study 

area? 

1.4.Objectives of the study 

1.4.1. General objective of the study 

The main objective of this study is to examine determinant factors that affect the success of 

Micro and Small Enterprises in Debre Berhan town. 

1.4.2. Specific objectives of the study 

This study has the following specific objectives: 

 To examine the effect of technological related factors, legal, working place, infrastructure 

entrepreneurial, financial and marketing factors on the success of MSEs 

 To explain the relationship between independent variables(technological, legal, working place, 

infrastructure entrepreneurial, financial and marketing factors) and  MSEs success in Debre 

BerhanTown 

 To examine to what extent independent variables (technological, legal, working place, 

infrastructure entrepreneurial, financial and marketing factors) affects the success of MSEs 
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1.5.Research hypothesis 

In order to achieve the purpose of this study the following hypotheses are considered to be tested 

H1: Legal factors has positive and significant influence on success of MSEs. 

H2: Technological factors has positive and significant influence on success of MSEs. 

H3: Infrastructural factors has positive and significant influence on success of MSEs. 

H4: Marketing factors has positive and significant influence on success of MSEs. 

H5: Financing factors has positive and significant influence on success of MSEs. 

H6: Entrepreneurial factors has positive and significant influence on success of MSEs. 

1.6. Significance of the Study 

This study is significant in that it examined and explored the difficulties of MSE growth in the 

city. The study indicated the directions for the concerned stakeholders to overcome the challenges 

of MSEs growth and their sustainability. 

Specifically, it identified sector-specific growth constraints and, in doing so, aims to assist the 

government and other stakeholders in their efforts to promote the growth and expansion of micro 

and small enterprises by employing different strategies in the various sectors. 

In addition, the study provided significant information and evidence to entrepreneurs themselves, 

as well as to policy makers, donors and other interested agencies. Based on the discussions, 

findings and results, the study provided recommendations on how to better facilitate the 

development process of Micro enterprise to small-scale and small enterprise to medium scale 

enterprises in the area where the study was conducted. The scholars will also use the findings of 

this study as a source of literature review when carrying out a related research on this subject. 

1.7. Scope of the study 

The scope of the study was limited to micro and small enterprises at DebreBerhan town which is located 

in Amhara region, North Shoa Zone. The study will be conducted by considering only assessment of the 

determinant factors of micro and small enterprises success at debreBerhan town. 

The scope of this research will be delimit to its scope only to those enterprises which are Categorized as 

Micro and Small Enterprises conferring to the Ethiopian Ministry of Trade and Industry (MoTI) definition. 

It takes the sample of the study only from those Micro and Small Enterprises operating in DebreBerhan 

Administrations involving in manufacturing, construction and service sectors and extent i.e.  This stated 

the determinant factors of micro and small enterprises success. The reason why the researcher selects those 
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business sectors is that; manufacturing, construction and service sectors are the major business sector that 

currently the government policy and strategy directions and also the major business sector that creates 

huge job opportunity. 

1.8. Limitation of the study 

During the course of this study the researcher faced some challenges during administration & analysis of 

data collection. These included: distributed questionnaires not being returned on time or not returned at 

all and in some cases failure on the part of respondents to provide genuine responses since some of the 

questionnaires items measures their attachment to their sectors & their job. However, the researcher tried 

to overcome this challenge by redistributing additional questionnaires which helped to increase response/ 

return rate and also the researcher took in to analysis those questionnaires which were considered to be 

valid & genuine only.  

1.9. Organization of the Study 

This thesis is divided into five chapters. Chapter one contains the background, statement of problems, 

objectives and significance of the study, including the research scope and organization of the study. The 

second chapter presents a review of relevant literature, both published and unpublished. Chapter three 

focused on methodological issues; the research design, techniques of sampling, tools of data collection 

and the method of data analysis. Chapter four contained results and discussions. Finally, Chapter five 

provided conclusions and recommendations based on the findings and interpretations of the data. 
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CHAPTER TWO 

                                                   REVIEW OF RELATEDLITERATURE 

2.1.Theoretical Review on Success Determinants of MSEs 

Micro and small scale business enterprise are seen as the most important alternative sectors fostering 

socio-economic development in both developed and developing countries. Particularly they make 

undoubtedly a huge contribution to employment in many developing countries where there is a challenge 

of high unemployment and poverty exists. Over the last two decades MSE growth has received 

considerable attention from researchers and policy makers around the world. Economic experts, scholars, 

practitioners, and policy makers have showed interest in MSE as they are considered to be the backbone 

of any economy and the engine for economic and employment growth (Li and Rama, 2015; Love and 

Roper, 2015; Zucchella and Siano, 2014). Micro and Small enterprises are the key engines of 

employment, alleviating poverty and improving equality (Gomez, 2008). Today, a number of studies find 

that MSEs are frequently faced with constraints and challenges (Bannock et al. 2002; Batra and Mahmod 

2001; Batra and Tan 2003; Beck et al. 2004; Brunetti et al. 1998). For most developing and transition 

economies, the common challenges for SMEs typically include financing, overcoming institutional, legal 

and administrative barriers and accessing network support. The inability to access credit is one of the 

major bottle necks of SMEs, as almost all of these economies have poorly developed banking sectors 

(EBRD 2004; Hossain 1998; PECC 2003). In many developing countries, including Ethiopia, MSE 

development programs are viewed as a key policy strategy to embrace the growth of MSE sector (Belay, 

2012). Three indicators of success are important to views MSE success in African entrepreneurs rather 

from a contribution that these businesses make towards the economy. The first one is profit and profit 

generating capacity of the business through generating income. The second one is employment creation 

by MSE business which is viewed from the number of employees in the enterprise. Finally the third is 

the business turnover especially when one is interested to understand the macroeconomic contribution of 

the MSE sectors (Van Dijk, 2005). The word profitability is composed of two words Profit and Ability. 

Ability refers to the earning capacity or power of an enterprise to earn the profit through increasing 

income. So, profitability may be defined as the ability of a given investment to earn a return from its use. 

Profitability of a concern indicates the financial stability and the greater the possibility of profit earning 

(Kavitha, 2012). Thus, this research looks at the growth of MSE in terms of profitability of the business. 

2.2.Micro and Small Enterprises ‘Definition 

Creating and implementing a worldwide, multi-lateral definition of MSE quickly becomes very technical 
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and challenging. Definitions vary between multi-lateral institutions like World Bank and United Nations 

development program. Definitions also vary between countries, largely depending on geographical 

location and the size scope of nation’s economy. Some common indicators employed in the various 

definitions include total assets, size of the labor force employed, annual turnover and capital investments 

.The number of employees engaged by the enterprises is the more commonly used unit of measurement 

of the size of a business than the turnover, the degree of formality, or legitimacy of the enterprise; capital 

investment; and degree of skills per worker (GoK, 2005). Micro and Small Enterprises (MSEs) can be 

defined as one, which are independently owned and operated, and not dominated in its field of operation. 

It also defined in terms of sales volume and by the number of employees in the firm. MSEs may be 

defined as business with a small number of employees. The legal definition of MSEs often varies from 

country to country and from industry to industry; in the United States generally under 100 employees 

while under 50 employees in the European Union (Endalkachew, 2008). In defining MSEs, in addition 

to considering number of employees engaged in the business, financial aspects such as turnover and total 

assets or balance sheet total are also taken into account. Especially, this has been used by international 

organizations like European Union, World Bank and others (Malhotra et al 2006). MSEs are defined in 

a variety of ways using various factors. These factors include number of employees, volume of sales, and 

the capital value of the business (Zemenu& Mohammed,2014). 

In Ethiopian, the MSE development strategy defines MSEs according to the number of employees and 

capital (FeMSEDA, 2010).Micro Enterprise under the industry sector (manufacturing, construction and 

mining) is an enterprise operates with 5 people including the owner and/or their total asset is not 

exceeding Birr 100,000($6000 or €4500). Under service sector (retailer, transport, hotel and Tourism, 

Information Communication Technology (ICT) and maintenance service) Micro enterprise are an 

enterprise operating with 5 persons including the owner of the enterprise and/or the values of total asset 

is not exceeding Birr 50,000($3000 or € 2200). Small Enterprises in the industrial sectors are an enterprise 

operating with 6-30 persons and/or with a paid up capital of total asset Birr 100,000 and not exceeding 

Birr 1.5 million($90,000 or € 70,000). Similarly, in the service sector, small enterprises are an enterprise 

operating with 6-30 persons and/or with a paid up capital of total asset Birr 50,000 and not exceeding 

Birr 500,000 ($30,000 or € 23,000). Source Ethiopian micro and small enterprise development strategy 

(2011). 

2.3. Role of the MSEs Sector 

The MSE sector is not only a provider of goods and services, but also a driver in promoting competition 

and innovation while enhancing the enterprise culture which is necessary for private sector development 
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and industrialization.. However, the MSEs are characterized by high failure rates (GoK, 2005). Micro 

and Small Enterprises (MSEs) provide one of the most prolific sources of employment and also the 

breeding ground for medium and large industries, which are critical for industrialization /Zewdu, 2017/. 

The sector being a key vehicle for economic growth, having the potential to provide employment 

opportunities to the locals and having the capacity to contribute to Gross Domestic Product (GPD) as 

well as poverty reduction, the sector is still dogged by non-growth of its micro and small enterprises 

.James, Susan, Magdaline,Joash and Jane (2013) observed that instead of these enterprises growing in 

size they have been growing numerically. There is a great danger of remaining small. According to Asma 

et al (2015), enterprises size and failure are inversely related, with smaller enterprises facing higher risks 

of failure than larger ones. MSEs have been recognized as engines of growth and development throughout 

the world (Munyori& Ngugi,2014). The MSE operations worldwide plays a pivotal role by adding value 

to the economy by creating jobs, enhancing income, lowering costs and adding business convenience 

(Fatoki, 2012; Katua, 2014). MSEs are now widely recognized as a major component in the growth and 

development of emerging economies. They are found to be one of the most reliable economic 

development and livelihood strategy, especially during economic turbulence (Kamoyo, Muranda, 

&Mavhim, 2014).  

The importance of MSEs in general and new businesses in particular makes a significant contributions 

in addressing socio economic problems such as unemployment, poverty, income inequalities, political 

stability and economic growth among others (Musara&Gwaindepi, 2014).In Ethiopia, the MSE has 

prioritized for economic growth, employment generation and building an industrial economy. The MSE 

sector serves as vehicle of development and broadens employment opportunities at urban center. The 

elements of the sector are taken as the major productive forces in the manufacturing sector and serve as 

incubation hubs for developmental investors. MSEs play great role in utilizing local resources and are 

labor intensive (FMSEDA, 2012). 

2.4. Access to Financial service 

The SME sector appears to be considerably capital constrained as well; not only do MSEs face higher 

financing obstacles compared to larger firms, the effect of such constraints appear stronger compared to 

larger firms (e.g. Beck et al. 2005, 2006). 

More recently, Beck eta al (2016) note that while domestic credit to the private sector has generally been 

increasing in most developing countries, anecdotal and statistical evidence suggest that smaller 

enterprises continue to be largely left out. Intuitively, it would be financing constraints that in the first 

place prevent micro and smaller enterprises (MSEs)2 from expanding and growing into SMEs. Indeed, 
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as Evans and Boyan (1989) point out, lack of access to credit services is likely to be an important 

impediment for starting up a micro enterprise and for sustained growth. 

MSE face considerable financing constraints which hampers their profit and turnover growth. Lack of 

finance is the most referred complaint among entrepreneurs in Africa (Bigsten, et al., 2003; Abdullah & 

Baker, 2000;Russel, 1997). Such lack of access to financial resources hinders firms from growing to their 

optimal size (Cabral & Mata, 2003; Elston, 2002; Holtz-Eakin, Joulfaian, & Rosen, 1994). Also study 

result conducted on six towns in Ethiopia by (Gebreeyesus, 2009) shows credit constraint affects 

negatively firm growth. Shortage of finance and small size of credit are key constraints to Ethiopian MSE 

growth (Assefa, Zerfu,&Tekle,2014). 

Moreover, the study conducted by Ageba&Amha (2003) shows lack of access to credit is the major 

challenge to MSE growth and expansion in Ethiopia. About 30% of MSE operators replied that high 

collateral requirements to access credit hampered their businesses growth. Since most MSEs do not have 

a track record with banks and as they do not have the experience in dealing with financial institutions 

banks are reluctant to give loans to MSEs leading MSE to borrow from informal financial markets at 

higher interest rates (Ageba&Amha, 2003). 

With a view to improving access to finance for small and medium sized enterprises, the government of 

Ethiopia introduced a lease financing mechanism through the Development Bank of Ethiopia in 2016. 

DBE restructured its operations in such a way that 70% of its resources are now allocated to providing 

lease financing to small and medium enterprises (with a total capital between ETB 550,000 and 7.5 

million (EUR 21,000 to 281,000)) engaged in manufacturing, agro-processing, tourism, construction and 

mining While access to finance is a challenge common to all micro and small size. Securing capital for 

business start up or business operation is one of the major obstacles of every entrepreneur particularly in 

the MSE sector (Muravyev et al, 2009). Moreover; in the developing world, access to credit is limited 

because lending offices usually require tangible collateral from borrowers. The most commonly accepted 

tangible form of collateral is land. However, many MSE do not own property that can be exploited as 

collateral (Dowuona-Hammond,2007). 

A number of studies have raised the issue of financial constraints faced MSEs (see, Muravyev et al, 2009) 

for details. This interest was largely motivated by the well-documented importance of access to finance 

for the creation and subsequent performance of firms and by evidence of noticeable differences between 

men and women in self-employment, business ownership rates, start-up sizes, and financing patterns of 

their businesses. Protection, regulatory constraint, investment incentives, credit control, and the 
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promotion of industry in the public sector have all discriminated against the micro and small. The 

common idea that the cost of capital is very high for small enterprises is overly simple (Little, 1987). 

From A research of World Bank suggests the existence of financial constraint because formal banks do 

not lend to the smallest firms in most countries. It has also severe impact on the smallest firms 

(Levy,1993). 

A vibrant private sector that builds on the combined linkages between MSEs and large enterprises 

supported by good governance and an enabling business environment have been considered as the 

backbone and engine of a healthy economy and society. Especially in developing economies, it is 

regarded as a precondition for generating employment, enhancing productivity, maintaining 

competitiveness, contributing to entrepreneurship development and reducing poverty (ADB 1999; Aus 

AID 2000; EBRD2004;). 

Today, a number of studies find that MSEs are frequently faced with constraints and challenges (Bannock 

et al. 2002; Batra and Mahmood 2001; Batra and Tan 2003; Beck et al. 2004; Brunetti et al. 1998). For 

most developing and transition economies, the common challenges for MSEs typically include financing, 

overcoming institutional, legal and administrative barriers and accessing network support. The inability 

to access credit is one of the major bottle necks of SMEs, as almost all of these economies have poorly 

developed banking sectors (EBRD 2004; Hossain 1998; PECC 2003). Limited access to debt financing 

is negatively affecting growth potential of MSEs (Siyoum, 2012).Eshetu and Zeleke (2008) found that 

absence of loan from formal financial institution for investment is the major factor affecting long-term 

survival of MSEs in Ethiopia. Although financial issues are essential to all firms, 75% of micro enterprise 

and 72% of small enterprises failed due to lack of finance. 

2.5.Entrepreneurial and Managerial Skill 

Entrepreneurship is a precondition for any business (Xavier, Kelley, Kew, Herrington &Vorderwuibecke, 

2012).Entrepreneurship is a process of bringing together creative and innovative ideas, combining them 

with management and organization skills in order to combine people, money and resources to meet an 

identified need and thereby create wealth (Agomuo, 2002). Gibb (2005) defines Entrepreneurship as a 

way of thinking, reasoning and acting that results in the creation, enhancement, realization, and renewal 

of value for an individual, group, organization or society. Entrepreneurship is strongly linked to micro 

and small sized enterprises (SMEs), which are the main developing force of the developed market 

economies(Schmiemann, 2008). 

Entrepreneurship is recognized as an important driver of economic growth, productivity, innovation and 

employment. Entrepreneurship is related to the functional role of entrepreneurs and includes 
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coordination, innovation, uncertainty bearing, capital supply, decision making, ownership and resource 

allocation in their organization (Munyori&Ngugi, 2014). Most of the prevalent areas in which MSE faces 

a problem are sales or marketing, human resource management, and general marketing research and 

training (Kefale&Chinnan, 2012). 

The growth of a firm is, to a certain extent, is a matter of decisions made by individual entrepreneur. This 

is very much pronounced for MSEs that are run by owner-managers. Personality traits, motivation, 

individual competencies and personal background are important factors for the success/failure of MSE 

(Baum, Locke, & Smith, 2001; Shane, Locke, & Collins, 2003). Entrepreneurship is a determining factor 

in economic growth of nations. There has been a growing awareness since the early seventies that small 

enterprises are important for economic growth. They are seen as the engines of employment, alleviating 

poverty and improving equality. The important role that small businesses and entrepreneurship play in 

stimulating economic activity, creating jobs, alleviating poverty and uplifting living standards, has been 

recognized internationally as well as in Africa (Van Vuuren&Groenewald, 2007; Okpukpara 2009). 

Infact, the link between small and medium enterprises (MSEs), entrepreneurship and economic wellbeing 

dates back to the time of Say (1803) and Schumpeter (1934). Schooling is important personal background 

that influences MSE performance and growth. Education helps entrepreneurs to make good judgments, 

best use of information, exploit opportunities well leading to firm growth and success (Bates,1990). 

Study conducted by Goedhuys and Sleuwagen (2000), argue that higher education not only raises 

enterprise performance, but also increases outside options such as wage employment. Lower education 

and vocational training significantly influenced the likelihood of being entrepreneurs rather than wage 

employees. Higher education was found to influence post entry firm growth (Goedhuys&Sleuwaegen, 

2000). 

Armstrong (2010) referred human resource capacities as competencies (knowledge, attitudes, values and 

skills) to perform tasks. He argued that without the required competencies in people, a firm is not likely 

to achieve its goals and they make a major contribution to the growth and success of a firm. He noted 

that Human resource development should always be growth and performance related in that it is designed 

to achieve specified improvements in corporate, functional, team and individual performance, and make 

a major contribution to bottom-line. 

According to Hisrich et al (2010), Human resource capacities enable the manager to understand the 

business environment, both internal and external. He or she does not only understand, but is prepared, 

equipped and ready to handle any turbulence that emanates from the environment. These include 

competitors, suppliers, customers, government agencies, labor organizations, and financial institutions. 
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Hisrich et al (2010) argued that the human resource capacity include managerial competencies which are 

sets of facts, skills, attitudes that contribute to individual usefulness. Managerial competencies are very 

significant to the continued existence and enlargement of an MSE. lack of education and training was 

noted to be one of reasons for the low level of entrepreneurial formation and the high collapse rate of 

new business enterprises in South Africa (Olawale, 2010) .A firm’s growth is dependent on the 

managerial knowledge (Macpherson and Holt 2007). It is characteristic of small business that power 

decision are centralized at the level of owner- manager, so his or her personality, skills, responsibilities, 

attitude and behavior will have decisive influence on business strategy (Hisrich et al 2010). Human 

resources capacities form one of the most significant factors for the development of small firms. 

According to Kessy and Temu (2010), firms with a skilled and well-educated workforce are probably to 

be more efficient. As noted Siobhan (2013), human resource capacities form one of the most significant 

areas for the success of MSE. Kessy and Temu (2010) noted that a well-educated and skilled workforce 

has more learning andinnovative abilities. 

Success and failure of MSE is not only related to business environment aspect but also depends on the 

firm internal factors which includes characteristics of Entrepreneurs such age, gender, motivation, 

experience, educational background, risk-taking propensity, and preference for innovation (Pasanan, 2007 

andSidika,2012), 

2.6.Access to Marketing 

According to Pearce and Robinson (2011), Micro and small enterprise operations are still predominantly 

local or a regional market rather than a national or international market, and they tend to have a very 

limited share of a given market. Marketing problem has been widely acknowledged as being the most 

important of all activities and critical for the survival and growth of MSEs. However, many studies found 

owner/managers of MSEs as having a very limited understanding of the marketing concept generally to 

be little more than advertising and public relations and lacking adequate marketing skills. Specifically, 

problems in promotion and marketing research were frequently encountered by MSEs. These problems 

include the selection of promotional media, low purchasing power of customers, advertising, content 

design and format of the promotional materials, market size, location and addresses of potential 

customers (Kefale&Chinnan, 2012). 

Opportunities are directly related with the availability of local, regional, and external markets to run 

profitable business activities and shape the ability of the MSE operators to expand their firms. 

Capabilities include skills, knowledge, resources or technology possessed by the operators which are 

necessary to improving productivity. If a business has the capabilities and opportunities in the local 
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community, the prospect for growth is high. 

However, in reality, MSE operators lack either capability or opportunity or both. To illustrate on how 

opportunities and capabilities influence MSE growth, Nichter and Goldmark (2005). 

  

Environmental elements such as competitors, suppliers, customers, availability of business premises, its 

sufficiency and suitability, bureaucracy in registration and licensing and others (Belay, 2012). Access to 

working and sales premises are also the other challenges to MSEs operating in the country. Enterprises 

located at commercial districts may experience better demand but they could also face stiff competition. 

A positive relationship between location and success can be expected if enterprises produce 

complementary products and are located near final demand (McPherson, 1996). 

Mead and Liedholm (1998), argue home-based MSEs tend to be overlooked and therefore face either 

demand problems or may not be visible to support agencies and many consumers. The location of MSE 

business could have a direct influence on profitability and growth of MSEs by affecting supply and 

demand conditions that have a direct implication on costs and benefits accruing for the business. Study 

of small firm dynamics in Africa found that businesses located in commercial districts and on roadsides 

were positive and statistically significant in influencing enterprise growth rates compared to enterprises 

located at home. MSEs operating roadside locations and market locations were found to show a 

significant survival advantage compared to home based enterprises (Liedholm, 2002). The study 

conducted by Ageba and Amha (2003) in Ethiopia indicated lack of premise and land are major 

bottleneck for MSE growth. According to their study, 25% of sampled entrepreneurs reported that lack 

of business premises has adversely affected the growth and survival of their businesses. The issue of land 

provision and land lease system has greatly constrained the chances of MSEs who aspire to start up 

businesses. Rent is extremely high in major cities. The supply of working spaces is small relative to 

demand (Assefa, Zerfu, &Tekle, 2014). 

The working place is one of the main components that are needed for a successful and sustainable growth 

of enterprises because it is essential in creating access to resources and the necessary markets. Most of 

the women do not have their own working premises; their working place is shared with other members 

in the cooperative (Rahel and Issac, 2010). 

2.7. Access to infrastructure 

Osotimehin et al. (2012) pointed out that infrastructure facilities have their own implication on the 

establishment and success of MSEs. Daniel (2012 as cited by Drbie and Kassahun, 2013) stated that poor 

infrastructure such as access to roads, power interruptions, lack of sufficient provision of water, and 
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telecommunication problems significantly affect the performance of their business productivity and 

sustainability. Growth of firms is also enhanced by the availability of infrastructure inputs such as water, 

electric light, road network, etc. MSEs that have access to sufficient infrastructural facilities grow by 

51.9% rate of employment than those that have not (Solomon, 2004). 

The most of small firms faced lack of appropriate location for their businesses. Some of the small firm’s 

are located in places with a inadequate supply or lack of public services and economic infrastructure 

(water and electricity, transport systems, telecommunication system, sanitation Services). In comparison 

to middle or high income communities, small firms with access to these services incur a relatively high 

cost per unit for the service. 

Besides, small size firm cannot afford to invest in private public goods (Reinikka and Svensson, 2002) 

or to buy services from private providers which would be more expensive than supplying from 

government suppliers (Ishengoma, 2004). A poor economic infrastructure and limited access to public 

services increases the operating costs of small firms, limits their ability to meet quality standards (hygiene 

standards in cafe), hinders their participation in linkage relationships (Collier, 2000). MSEs that have 

own premise is positively associated with its growth. Any business enterprises need enough working and 

marketing place for their product and services. Unless having enough working and selling place, the 

productivity of MSEs go down due to the fact that the product produced need warehouse to store and 

selling outlets to rich in the hands of final customers which is major determinant for existence and growth 

of the enterprises. Therefore, those enterprises having enough own working premises grow more than 

those enterprises. 

Which have not working premises and selling outlets (Siyoum, 2012). The empirical study of (Solomon, 

2004) showed that MSEs operators that secure own working place and buildings are in a better position 

to plan with greater certainty and stand a better chance of accessing the needed infrastructure and in 

doing so will enhance the growth of such enterprises. 

2.8. Regulatory factors 

The legal and regulatory system that calls for complex registration and licensing requirements demands 

tedious and costly reporting practices imposing heavy costs on MSEs and hence reduce their profitability 

of the business. Unpredictable government policies coupled with grand corruption, high taxation pose 

great threat to growth of MSEs. They are disincentive to increasing the size of business operations 

(Nganwa,2013). Many African countries do not have a legal and regulatory framework that supports 

growth of MSE sector. An extensive number of outdated and cumbersome laws and regulations had 
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increased the transaction costs of MSEs, thereby hampering their economic performance and growth. In 

Ethiopia, the complexity of the customs system and the many forms and declarations required had a 

negative impact on the general business climate, diverting entrepreneurs’ efforts from more productive 

tasks (Nganwa,2013). 

The success of the small business sector is continuously threatened by poor allocation of resources and 

over-regulation Chamberlain & Smith, 2006). 

Regulations governing establishment of businesses are extremely intricate and conflicting. Mollentz 

(2002) argued that some SMMEs do not comply, because of some regulations being time-consuming and 

expensive. However, most MSEs do not understand the laws that govern them, making it difficult to be 

compliant. 

2.9. Technological capabilities 

Technology is dynamic and the rapid changes in technology should be responded by the Micro and Small 

Enterprises to find alternative ways to sustain their competitive advantage by deploying new production 

processes and new growth methods. Micro and Small Enterprises tend to have low productivity and they 

are weak in terms of competition which is the result of using inefficient technology, not maximizing 

machinery utility and not improving in technology due to the limitation of funding and most MSE are 

mainly users of technology, not adaptors of technology (OSMEP, 2007). The World Bank (2010) argued 

that investments in technology are required in order to build up existing capacity and to improve the 

quality and productivity of production which will generate in higher value-added products that will 

improve the competitiveness for small firms. Pasanen (2007) in his studies confirm that smaller and 

younger firms grow faster than larger firm. He noted that small firms grow relatively fast since they have 

to achieve a minimum efficient size emanating fromtechnological advancement. 

Morse et al (2007) noted that new technologies improve efficiency, enable greater production, and are a 

source of profit for MSE. According to Morse et al (2007), technological capabilities benefit MSE in 

several ways: they enhance MSE efficiency, reduce costs, and broaden market share, both locally and 

globally. As noted Asma et al (2015), 

A small business that adopts greater levels of technological sophistication can be expected to grow more 

rapidly than a similar firm that does not. Jovanovic work (1982) learning theory highlights the importance 

of technological efficiencies emanating from use of appropriate technology and human resource 

capabilities in growth of small firms. On the link between MSEs success (or growth) and technological 

innovation, the literature also indicates that innovation activities are seen as driving forces for business 
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success and economic development. Owing to this, technological 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). Technological 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 technological innovation defined as the 

implementation of a new or significantly improved product and /or a new process. Innovation by firms 

is associated with 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. Technological 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). 

2.10. Empirical review on success determinates of MSEs  

Based on the reviewed of past studies conducted on micro and small enterprise the internal (Personal 

entrepreneurial characteristics) and external business environments challenge to the performance of MSEs. 

Accordingly, some of empirical studies discussed as follows; Adegbiteet al.(2006) evaluated the impact of 

entrepreneurial characteristics on the performance of small-scale manufacturing industries in Nigeria using 

descriptive and inferential statistics to examine 10 Personal Entrepreneurial Characteristics (PECs). The study 

concluded majority (7) of the 10 Personal Entrepreneurial Characteristics (PECs) such as: persistence, 

commitment to work Contact, opportunity seeking and initiative, risk taking, goal setting, networking and 

persuasion and independence and self-confidence of the respondents made negative contribution on the sales 

revenue. The other PECs demand for efficiency and product quality, information seeking; and systematic planning 

and monitoring had positive impact. 

Ajay (2008) have revealed many facts concerning the socioeconomic and motivational factors affecting street 

entrepreneurship. It found that among many socio-economic and motivational factors, size of initial investment, 

number of workers, family business and promising demand of product/ services were some of the major 

determinants of street entrepreneurial success. 

Hailay, Aregawi and Assmamaw (2014) analyzed the challenges for the growth of MSEs in Feresmay town using 

descriptive statistics and econometric model based on a sample of 274 MSEs. The study concluded that growth 

of MSEs measured in terms of employment change affects by owners/operators age, education level, prior 

experience, and family size, MSE’s age, MSE’s distance from raw materials, access to credit, infrastructure and 

market. The study recommended that government, non-government organizations and MSEs development 
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agencies should motivate, help and advise the owners of MSEs on their overall business activities; give training 

on business issues, arrange forum and exhibitions for experience sharing; and solve the credit, infrastructure, 

supply and market access problems in collaboration with MFI, banks, Ethiopian Electric Power Corporation, 

suppliers and other organizations. 

According to Minster of Urban Development and Construction, (2013), the study also identified a number of 

challenges and constraints hindering the growth of MSEs in Selected Major Cities of Ethiopia. These challenges 

were manifested in terms of capital, technology and employment growth trends. Enterprises from the regional 

cites indicated that shortage of finance(42 percent) to expand their business was their principal challenge, followed 

by lack of working premise (28.3percent); and lack of access to market or absence of linkage to market. The study 

also showed that lack of access to land has been one of the most crucial bottlenecks (26.4 percent) in Addis Ababa, 

problem of finance (25.6 percent) and access to market (25.1percent) were among the strong factors inhibiting the 

growth of these enterprises in the capital. The findings of Mulu (2007) also indicate that banks and MFIs do not 

seem to support MSEs expansion. Due to this 85percent of the respondents have never received credit from these 

formal sources. The availability of other in formal sources of finance, however, affects growth positively and 

significantly. This shows that in the absence of formal source of credit, informal networks appear more appealing 

for MSEs. Hence, firms with better network to borrow from informal sources such as, relatives, friends, and 

suppliers better loosen credit constraints, and grow faster. 

The other major constraints identified by various studies on MSEs in Ethiopia are associated with market and 

finance problems. The causes of market-related problems of MSEs engaged in metal and wood work are shortage 

or absence of marketing skills, poor quality of products, absence of marketing research, shortage of market 

information, shortage of selling places, and absence of sub-contracting (FMSEDA. 2006). 
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2.11. Conceptual Framework of the Study 

The conceptual frame work of the study is developed based on the existing literature. That is the 

availability of credit from reliable institution and its duration, the skill that entrepreneurs possess, 

sufficiency of work premises and suitability of the location of government shade, and the business task 

environment influences the growth of MSE in terms of profitability of the business. Independent 

variables such as legal related factors technological factors, infrastructure factors, entrepreneurial factors, 

marketing factors and financial factors. Dependent variable perceived success factors, the growth of net 

income of the business, time needed to reach break- even point (payback period) and if it not success full 

the reason to the problems of business 
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Figure 1: Conceptual framework model 

Source: Source: Adopted from Sake, 2006 
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CHAPTER THREE 

RESEARCH DESIGN AND METHODOLOGY 

3.1.Research design and research approach 

The method of the research study emerged out of the nature of the problem and the purpose of the study 

(Kothari, 2001). The main purpose of the study was to investigate the determinants of micro and small 

enterprises success in Debre Berhan administrative town. Considering this into account and so as to 

achieve the study objective, the study was employed both descriptive (concerned with determining the 

frequency with which an event occurs or relationship between variables) and explanatory (concerned 

with determining the cause and effect relationships) research design. The major purpose of descriptive 

research is description of the state of affairs as it exists at present. Then this study describes and critically 

assesses the factors affecting the Success of MSEs in Debre birhan Town. Second, the study employs 

explanatory in that the relationship between variables is correlated with an aim of estimating the 

integrated influence of the factors on Success. This is vital because the design enables to obtain 

information concerning the status of the phenomena to explore, “What exists” with respect to variables 

or conditions in a situation (Chandran, 2004).  

Regarding the study approach, both quantitative and qualitative approaches was employed to answer the basic 

research questions raised earlier. The quantitative data was collected and analyzed in order to elaborate the 

quantitative results obtained in the analysis. Structures and information that will allow the decision maker or 

researcher to model cause-and effect relationships between two or more decision variables (Hair et al, 1998).  

Qualitative method of research approach is study involving analysis of data and information that are descriptive 

in nature and qualified (Sekaran, 2001). The mixed-method of research allows exploring relationships between 

variables in depth (Fraenkel& Norman, 1932). A quantitative method was used to show the determinant factors 

that affect the success of MSEs.  

3.2. Study area and target population 

Debre Berhan Town was chosen as the study area of this research.  In Debre Birhan Town, there are nine kebeles 

and all these kebeles were purposely chosen for the present study. This is because it is claimed by the government 

of Ethiopia, that the MSE sector is a prime strategy to economic development in urban areas. Second, the nine 

keblese were selected based on their nearness and convenience to collect data in short time. Although there are 

different sectors in which the MSE operators have been engaged in those nine kebles, the sectors selected for this 

research were manufacture and construction sectors. First, the sectors are selected because of largest concentration 

in number compared to other sectors in the town. This made the sector more and easily accessible for the data 

collection. Second, it is difficult to reach the operators of some sectors like pity trade and others.  
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In this study, the population is all groups in micro and small enterprise in Debre Berhan town. There is a 

total of 497 manufacturing and construction enterprise members of Debre Brehan Town.  

3.3. Sampling technique and Sample size 

3.3.1 Sampling technique 

Stratified random sampling technique was employed to select sample enterprises. To do this firstly the 

researcher acquires all MSEs lists from the town technique and vocational enterprises development office. 

Stratified random sampling technique used in order to segregate enterprises by their categories. Thus to 

identify the factors and its difference between manufacturing and construction appropriate and 

representative samples shall be drowned from each of the Small and micro enterprises proportionally.  

3.3.2 Sample size 

According to Debre Berhan TVET (2020 and 2021) evidence, operators or staff members are highly 

involved on and can be regarded as the sample of the population. Taking this into account, the sample 

size of the study will calculate as follows :): The researcher used Yamane’ (1967) formula to calculate 

sample size. 

𝒏 =
𝐍

𝟏 + 𝐍 (𝒆))𝟐
 

Where n is the sample size, N is the population size, and e is the level of precision. By using  this formula at 95% 

confidence level and 5% level of precision the sample size were obtained  as follows:- 

                                                             n=497/1+497 (0.05)2 

n=221 

After the sample size is determined, the required sample size is selected from the population using simple random 

methods. 

Table 3.1. Sample Size Determination 

 

 

No 

 

 

MSEs in the Town 

No of enterprises/Tot al 

population/ 

No of sampled 

enterprises’ 

1 Micro 260 260x221/497=116 

2 small 237 237x221/497=105 

 Total 497 221 

 

Based on the data obtained from the office there were 260 enterprises were registered as micro while 237 
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were small enterprises. 

Besides, for the qualitative aspect of the study, key informants were selected from north Shoa zone and 

DebreBerhan administrative town TVED offices by using purposive/judgmental sampling techniques to 

conduct semi-structured interviews. These key informants were 8 in number, that is, four north Shoa zone 

TVED officers, two TVED officials of DebreBerhan administrative town, 2 Industry Extension Agents 

(IEA) was purposefully selected for interview. Generally, 229 participants were involved in the study. 

3.4.Sources of Data and data collection methods 

The data for this study was collected from both primary and secondary sources. primary sources, 

including those respondents selected from MSEs, TVED Office and the secondary sources collected from 

different report paper (monthly, quarter and yearly) of EKI and TVED offices were used as sources of 

data. 

3.5. Data collection instruments 

According to Ogula (1995), the instruments recommended for data collection in the research include use 

of questionnaires and interview schedules. Thus, the researcher used questionnaire, and interview to 

gather the intended primary data and observing annual reports for secondary data and standardized 

instruments. 

According to Polit&Hungler (1997), a questionnaire is a tool for getting self-report information from the 

respondents about their attitude, knowledge, beliefs and feelings. Procedurally, based on reviewing the 

literature, the researcher develops questionnaire items. 

After the questionnaire items were developed, it will translate to Amharic version for ease of 

administration. Then, both versions were commented by experts/ advisors in the field and pilot tested in 

target groups, which was included into the sample units. 

The interview guide was developed for two reasons: to augment the data collected by questionnaire and 

to answer a specific research question. Henceforth, besides triangulating the questionnaire data, the 

interview was used to seek answer on major factors that affect MSEs success. Finally, the interview data 

were collected in a face to face situation. 

3.6. Methods of Data Analysis and Model Specification 

3.6.1. Methods of Data Analysis 

A combination of qualitative and quantitative data analysis methods was employed to analyze the data. 

The qualitative data was analyzed through narration, description and discussion. Then, the results was 

presented with tables, graphs and charts. On the other hand, the quantitative data was entered in Statistical 

Package for Social Sciences (SPSS) version 20 and the data was analyzed by using statistical measures 

such as percentages, mean, independent sample t-test, and multiple linear regression model. 
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Independent sample t-test was also employed in order to evaluate the determinant factors and its group 

difference between groups of Micro enterprises and small enterprises. Additionally, inferential statistics 

allows inferring from the data through analysis, the relationship between two or more variables and how 

several independent variables might explain the variance in a dependent variable. So for the study 

purpose the researcher used Pearson correlation coefficient to determine the relationship between the 

variables 

Finally, multiple linear regression model was employed to see determinant factors for MSEs success. 

The data collected was based on Likert five-point rating scale questionnaire. Thus, the data was grouped 

and recoded to obtain the group mean of both the dependent and independent variables.  Thus, continuous 

data were attained for both the dependent and independent variable and because of this multiple linear 

regression model was used. 

3.6.2. Model Specification 

Based on the developed conceptual of the expressed study, figure number 1 mathematically the relationship 

between selected independent variable and dependent variable is expressed in the multiple regression equation as: 

Y=β0+ β1 (LF) + β2(TF) + β3(IF) + β4(MF) + β5(FF) + β6(EF) +i 

Where: Y= Success of MSEs, TF= Technological factors, LF= Legal factors, IF= Infrastructural factors, MF= 

Marketing factors, FF= Financing factors, EF= Entrepreneurial factors and  i = error term 

 β0= the constant parameter, β1= Legal factors. β2= Technological factors, β3= Infrastructural factors, β4= 

Marketing factors, β5= Financing factors and β6= Entrepreneurial factors 

 3.7. Validity Testing  

In order to ensure the quality of the research design, content and construct validity of the study was checked. The 

content validity was verified by the advisor of this research, who looked into the appropriateness of questions and 

the scales of measurement. The questionnaire involved the six dimensions to measure Success of MSEs based on 

the selected independent variable. The questionnaire consisted of 39 items in which five points rating scale was 

used. 

3.8. Reliability Testing 

Cronbach's alpha is one of the most commonly accepted measures of reliability. It indicates that the extent to 

which the items in a questionnaire are related to each other Fubara and Mguni, (2005). The normal range of 

Cronbach’s coefficient alpha value ranges between 0-1 and the higher values reflects a higher degree of internal 

consistency. Different authors accept different values of this test in order to achieve internal reliability, George 

and Mallery (2003) provide the following rules of thumb while interpreting reliability coefficients: ≥9 -Excellent, 

≥ .8 - Good, ≥ -.7 acceptable, ≥ .6 Questionable, ≥-.5 -Poor and .5 ≤ – Unacceptable. 
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Table 3.2 Cronbach’s Alpha for Each Field of the Questioner 
 

 No  Field   Number of Items  Cronbach’s Alpha        
1  technological factors 3 0.889  

2  legal factors 4 0.768  

3  infrastructural factors 6 0.842  

4  marketing factors 7 0.736  

5  financing factors 6 0.831  

6  entrepreneurial factors 6 0.789     
Source: own survey result, June, 2021 

In the study, the Cronbach’s alpha coefficient was calculated for the questionnaire. Table 3.2 above shows the 

value of Cronbach’s Alpha for the entire questionnaire equals 0.949 (95%) which Indicates very good reliability. 

Therefore, it can be said that the above questionnaire is adequately reliable. 
 

3.9. Assumption of Regression Model  

3.9.1. Normality testing  

Normality testing is a requirement to conduct single or joint hypothesis tests of the model parameters. The purpose 

of normality testing is to know that all data of independent and dependent variables have normal distribution. The 

Bera Jarque normality tests result can also be seen on p-value. If the residuals are normally distributed, the 

histogram should be bell-shaped and the Bera--Jarque statistic would not be significant. This means that the p-

value of the normality test should be bigger than 0.05 (Brooks, 2008). 

3.9.2. Multicollinearity Testing 

Multicollinearity tests the condition whether the independent variables are correlated with one another. The 

problem multicollinearity occurs when the independent variables are very highly correlated with each other, and 

this problem is known as multicollinearity (Brooks, 2008). If the correlation coefficient is higher than 0.8, it is 

considered as the model consists of serious Multicollinearity problem (Joseph and Rosemary, 2003). 

3.9.3. Heteroscedasticity Testing 

The errors do not have a constant variance is said to be Heteroscedasticity. The assumption of homoscedasticity, 

which reveals that the variance of the disturbance term is constant, is one of the important assumptions of the 

multiple regressions. If disturbance terms (errors) do not have constant variance, then it is said to be hetroscedastic 

(Gujarati, 2003). The researcher was used the Breusch-Pagan-Godfrey method of Heteroscedasticity testing.  

3.9.4. Autocorrelation testing 

One of the assumptions made on classical linear regression model is that the errors are uncorrelated with one 

another. The Durbin Watson (DW) is one method to test autocorrelation. I.e. tests the relationship between an 

error and its immediately previous value. In order to conclude that there is no autocorrelation, DW must be two 

or near to two. Ignoring autocorrelation when it is present is similar to those of ignoring heteroscedasticity.  
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CHAPTER FOUR 

RESUT AND DISCUSSION 

4.1. Introduction 

This chapter deals with presentations, discussions and analysis of the primary data collected through 

questionnaires and interview method. The main objective of the chapter is examining factors affecting the success 

of Micro and Small Enterprises in Debre Berhan town through the appropriate test of the models and descriptive 

statistics. The first part is focused on demographic Variables, whereas the second part presents presented 

descriptive statistics stand for the conversion of raw data into useful information, which can be interpreted to 

explain a group of dimensions. They represent one of the most important early stages of statistical data analysis. 

This form of statistical analysis can include a number of outputs, including frequencies, percentages, means and 

standard deviation (Pallant, 2007). Inferential statistics is a part of statistics that is concerned with the analysis, 

interpretation and drawing conclusion about the source of the data (Dejene, 2011). 

4.2. Response Rate on Questionnaire 

For this study a questionnaire with 39 close-ended items were used to collect information from Micro and Small 

Enterprises in Debre Berhan town. The data was collected regarding the independent variables (technological 

factors, legal factors, infrastructural factors, marketing factors, financing factors and entrepreneurial factors) and 

the dependent variable (Success of MSEs). A total of 221 questionnaires were distributed to all groups in micro 

and small enterprise who are formally registered in the town. Of the total dispatched questionnaires, all 

questionnaires were returned. The response rate was 100%.  

4.3. Demographic Characteristics of the Respondent 

From the sampled operators, 179(80.9 %) were male and 42(19.1%) were female. In relation to the result 

below, it can be seen that more than two third or 86.5% of the sampled households’ enterprise operators 

age was between 31 – 60 years of age. From this, majority or 42.5% of respondent were aged between 46 

– 60 years. In addition to this, 88 (39.8%), 30 (13.5%) and 9 (4.2%) of enterprise operators were aged 

between 31 – 45, 18 – 25 and above 60 years of age respectively.  

In addition, from the survey result portrayed that, about 98 (44.3 %) of the operators were completed 

secondary school, 73(33.1%) were completed either certificate or diploma, 30 (13.6%) were primary school 

and 20(9.0%) were illiterate. 
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4.4.Enterprise Type by Sector 

The survey result also examined the nature and structure of the enterprises. The category of 

enterprises was based on the standards of MSEs. On the basis of this classification the study 

categorized the type of enterprises in to Micro enterprises and small enterprises groups based on 

the standards set by federal Micro and small Enterprise development Agency. In addition to this the 

sampled enterprises were also categorized in to two based on the sector; thus enterprises were 

categorized as industry sector enterprise and service sector enterprise based on their engagement. 

Accordingly, the number of enterprises with respect to their category with its corresponding 

interpretations are presented below. 

For this study, data collected from a total of 221 micro and small enterprises. As shown on the table 

below, for the purpose of this study the type of enterprises were categorized by sector and their 

level of growth. Based on their growth level, enterprises were classified in to two; micro level and 

small level. 

 

 

 

 

 

Table 4.1: Frequency and percentage age of Respondents’ Demographic Characteristics 

                 

 

No 

   
Demographic 

Factor 
 

  

Classification 

   Frequency   Percent (%)  

        

     (n = 221) 

    

              

1 

   

Sex 

 Male 179   80.9  

    

Female 42 

  

19.1 

 

           

        between 18– 30 years 30   13.5  

        between 31-45 years 88   39.8  

2    Age  between 46-60 years 94   42.5  

      above 60 years 9   4.2  

4 

   

Education 
Level 

 illiterate 20   9.0  

    Primary school  30   13.6  

    Secondary school 98   44.3  

    TVT graduate and 
diploma 73 

  

33.1 

 

         

Source: own survey result, June 2021 
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Table 4.2. Type of MSEs by enterprise and sector 

 

  
Enterprise type by sector 

 
Total 

Industry 
sector 

Service 
Sector 

 

Type of 

enterprise 

Micro Count 18 94 112 

% within type of enterprise 16.1% 83.9% 100.0% 

% within enterprise type by sector 20.4% 70.7% 50.6% 

% of Total 8.1% 42.5% 50.6% 

Small Count 70 39 109 

% within type of enterprise 64.2% 35.7% 100.0% 

% within enterprise type by sector 79.6% 29.3% 49.3% 

% of Total 31.6% 17.6% 49.3% 

Total Count 88 133 221 

% within type of enterprise 39.8% 60.1% 100.0% 

% within enterprise type by sector 100.0% 100.0% 100.0% 

% of Total 39.8% 60.1% 100.0% 

 

Source: own survey result, June 2021 

The total number of micro enterprises were 112(50.6%), among which 18(16.1%) were engaged in 

the industry sector and the rest 94(83.9%) were in the service sector. The number of Small level 

enterprises in this study were 109(49.3%) of which 70(64.2%) were found in the industry sector 

and 39((35.7%) were in the service sector. As far as the frequency of enterprises based on sector in 

this study enterprises were grouped in to two; industry sector and service sector. The industry sector 

constitutes 88(39.8%), of which 18(8.1%) were micro and 70(31.6%) were small enterprises. 

Within the industry sector the percentage of micro enterprises were 20.4 % (18) and 79.6% (70) 

were small enterprises. On the other hand, the service sectors accounts 133(60.1%), 94(70.7%) at 

micro level and 39(29.3%) were small enterprises. One can reach to the conclusion that, majority 

of respondent were engaged in serves sector in Debere berehan town. 

This division of MSEs by sector type was believed to be helpful to study each sector determinant 

factors that affect the success of MSEs. This is because firms in different sectors of the economy 

face different types of problems. That means the degree of those determinant factors in industry 

sector may differ from the factors that are determinant to service sectors. 
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4.5. Descriptive Statistics Analysis 

4.5.1. Level of success of MSEs 

In this section of the analysis, the respondent’s response was used to assess their perception level on success of 

MSEs in the Debre Berhan town. According to Al-Sayaad, Rabea, and Samrah (2006) the calculated mean score 

of an item were classified in ranges to fit the five-scaled likert’s measure of responses (strongly disagree, disagree, 

neutral, agree, and strongly agree) as shown in the table 4.3 below. Hence, in this study the perceptions of 

respondents on each item for all variables were labeled according to its calculated mean score result and the 

classification presented in following table. Thus, the mean indicates to what extent the sample group averagely 

agrees or disagrees with the different statements. The lower the mean, the more the respondents disagree with the 

statements. The higher the mean, the more the respondents agree with the statement. On the other hand, standard 

deviation shows the variability of an observed response from a single sample Marczyk, Dematteo and Festinger 

(2005). 

Table 4.3: Mean Score Range for Five-Scale Likert’s Response 

4.6.1. Determinant factors of MSE 

The major determinant factors that determines the success of MSEs in Debre Berhan town was examined. 

The extents of each factors were evaluated by using the mean values of each factors and each factors were 

leveled as ‘High’, Medium’, neutral and ‘Low’ and ‘based on the computed mean scores. Thus the result is 

presented with the table below. 

Even though, all the legal and political factors, technological factor, infrastructural factors, marketing factors, 

financial factors and entrepreneurial factors affect the success of MSEs, this does not necessarily mean that all 

factors have equal extents of availability. The table below clearly tell us the overall extents of availability of all 

determinant factors. 

 

Mean 

Response 

 

From 1.00 to less than 1.80 Strongly Disagree 

From 1.81 to less than 2.60 Disagree 

From 2.61 to less than 3.40 Neutral 

From 3.41 to less than 4.20 Agree 

From 4.21 to less than 5.00 Strongly Agree 

Source: Source: Al-Sayaad et al. (2006) 
 

4.6. Discussion of the Findings  



 

 

29  

 

Table 4.4. Determinant factors for MSEs Success 

 

 
S.N 

 
Independent variables 

 
N 

 
Mean 

Std. 
Deviation 

1 Legal factors 221 2.950 1.150 

2 Technological factor 221 3.530 0.890 

3 Infrastructural factors 221 3.601 0.796 

4 Marketing factors 221 3.771 0.784 

5 Financial factors 221 4.070 0.931 

6 Entrepreneurial factors 221 3.400 1.097 

  

Source: own survey result, June, 2021 

As shown table 4.4 above, the financial factors has highest potential to contribute to the success of MSEs, followed 

by marketing, infrastructural, technological and entrepreneurial factors.  

The financial factors with mean value (M=4.070) is the top factors affecting the success of MSEs in the selected 

area.  This result is supported by Haftu Berihun et al. (2009:84-86) who found that lack of finance on top being 

reported as the major constraints by a large proportion of the enterprises. It can, therefore, be concluded that 

financial factors do largely affect the success of MSEs. 

Operators were interviewed to give their opinion on the nature of problem related to financial factors. It was found 

that, with regard to credit access and availability, there are both formal and informal sources serving the operators 

in the studied area. The informal sources are consisted of loan from other fellow operators, family, relatives and 

friends. According to responses from the operators, the credit generated from such sources, along with a loan 

secured from micro finance institution (MFI) and own savings constitutes a portion of the start-up capital of the 

MSEs. MFI is the formal source of credit used by operators, though there are other financial service providers 

like state-owned and private commercial banks. 
 
Majority of respondents indicated that, MFI charges them totally 12% of the extended credit, of which 9% is paid 

as interest on the loan, 3% as service charge. This high loan cost puts the affordability of the loan of the MFI 

demanding by the users. Obviously, such high loan cost further damages the already low meager revenue of the 

enterprises. On the other hand, the interviewees’ pointed that the short repayment period scheduled by the MFI 

put them in worrisome state as they face shortage of market resulting in their inability to repay the loan with in 

the period stipulated by the MFI. Given the market problem of the MSEs, it is fair to suggest the MFI to effectuate 

a ‘grace period policy’. Majority of interviewees widely outlined that, they are frequently uses informal sources 

as a main sources. According to them, this is because of the view that the requirement of collateral and loan 

application procedures are relatively rare (completely none) in case of informal sources. Since such sources 

usually take place among parties with intimate knowledge and trust of each other, making the need for security 
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(in the form of asset collateral/guarantee) low. 

 In conformity with this finding, Currie (2009:87-122) stated that: Majority of MSEs in countries such as Ethiopia 

operate at under capacity due to lack of credit or over-regulation. This problem has been exacerbated by the 

demand for collateral by commercial banks as a prerequisite for the approval of loan applications. 

This is also consistent with previous findings by Woldehanna et al., (2008:177-201) stated that formal money 

lending institutions have so far failed to produce innovative, affordable and user friendly financial services with 

a particular view to assist the struggling MSE sector in Ethiopia. 

Marketing factors with mean value (M=3.771) is the second top factor that affect success of MSEs. 

Marketing problems may come from the selection of promotional media, low purchasing power of 

customers, advertising, content design and format of the promotional materials, market size, location and 

addresses of potential customers. 

In an interview conducted with an operator of the sectors, it was confirmed that absence of selling place has 

aggravated the already existing ‘inadequacy and crowdedness’ of the internal working space of the shades. The 

operators intelligently argued that lack of selling place is a direct contributor for their inadequate market hence 

low income of the studied MSEs. Absence of selling place obviously narrows the chance to access new customers.   

The other factor which affect the success of MSEs is infrastructural factors with mean value (M=3.601). In an 

interview conducted with an operator of industry and service sector and it was confirmed that, there no availability 

of infrastructure inputs such as water, electric light, road network, telecommunication, etc. Accessibility of a 

location is the ease with which it can be accessed by different modes of transport (Brown and Lloyd, 2012). 

Divergent from these aspects, however, most of the studied area is situated far from the main asphalt road and the 

condition of the road leading to the cluster from the main road is extremely poor. This poor state of the road 

condition of locality has culminated in high transportation service costs to the MSEs, in addition to making the 

sector difficult for accessibility by the existing and potential customers. Concerning transport facilities, access to 

affordable and appropriate public transport is of paramount vitality in expanding the employment opportunities 

of the urban poor who need inexpensive access to areas of economic and commercial activity. Equally, the 

importance of physical capital especially infrastructure in enabling people to access, and directly support, income-

generating activities is well recognized by writers on urban livelihoods such as Rakodi (2012). Housing which is 

close to employment opportunities or markets will improve residents’ access to income-generating work and will 

reduce transport costs, which can be a significant expenditure and time-drain for the urban poor (Farrington et al., 

2012). As indicated table above, technological factors with mean value (M=3.530) is the fourth factors that affect 

the success of MSEs. Technological skill is crucial to manipulate and maintain the productivity and expansion of 

MSEs. That is why, the TVET colleges, which are responsible for the provision of MSEs training in the area of 
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technological issues and also the owners of MSEs are forced to certified in this area from the concerned 

educational institution. The World Bank (2010) argued that investments in technology are required in order to 

build up existing capacity and to improve the quality and productivity of production which will generate in higher 

value-added products that will improve the competitiveness for small firms. Pasanen (2007) in his studies confirm 

that smaller and younger firms grow faster than larger firm. He noted that small firms grow relatively fast since 

they have to achieve a minimum efficient size emanating from technological advancement. 

According to the interview with the operators, they lack money to acquire new technology (equipment, machinery, 

tools, etc.) which makes their service easy. Moreover, respondents replied that, if new and appropriate 

technologies obtained, the presence of them will result in performance improvement. 

Entrepreneurship is an important driver of economic growth, productivity, innovation and employment, the 

impact of entrepreneurial factors were significant for the success of MSEs which was exhibited by the mean 

value(M=3.400). Sales or marketing, human resource management, and decision making. Entrepreneurship 

is a precondition for any business, which is strongly linked to micro and small sized enterprises (SMEs) 

success, which are the main developing force of the developed market economies. 

 
Lack of entrepreneurial training was mentioned by operators in the entire study area. According to interviewees, 

it featured as a key problem in all sectors. A number of interviewee respondent felt that enough training in 

entrepreneurship would better prepare to perform in their business endeavors. Furthermore, with regard to lack of 

information to exploit business opportunities interview was conducted with operators of MSEs. It was confirmed 

that, the operators do not heightened the ability and awareness for recognizing and audaciously exploiting business 

opportunities. According to them, this is due to lack of persistently and continually seeking of information 

opportunities. Consequently, it hampers the performance of MSEs and the fulfillment of competitive urges in 

general.  The study by Hisrich et al (2010) argued that Managerial competencies are very significant to the 

continued existence and enlargement of an MSE. 

In another words, the result shows that legal factors has mean value of (M=2.95) and it shows that 

respondents of all sectors are neither ‘agreed’ nor ‘disagreed’ with legal factors that affect success of MSEs. 

Meaning that, on one hand enterprises in the study area were not legally restricted to perform their activities 

and have optimal bureaucratic and administrational condition. On the other hand, since MSEs sector is new 

the necessary legal frameworks for the flourishment of the sector were not decreed by the concerned 

government body and at the same time no suitable legal ground or protection for their success.  
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4.7.  Success of MSEs 

Table 4.5: Mean and Standard Deviation Results of success of MSEs 

Source: Own Survey (June, 2021)   

According to the indicators of organizational success the interviewees perceived that they were not satisfied 

(agreed) with the growth of net income of their business, the result on the above table reveals that nearly high 

(M=3.53) number of the respondents perceived that they responded as agree for the question “I am not satisfied 

with the growth of net income of the business”. Regarding payback period, the mean scores depicts that the 

respondents’ of the two sectors agreement scale is more of undecided. The results show that the means ranged 

between 2.61 and 3.40. This shows that the respondents of the two sectors are in dilemma to say that “I am not 

satisfied with the time needed to reach break-even point (payback period)”. 

As shown in table 4.5 above, the respondent of the two sectors are disagree’ with the issue of “I consider my 

business is not successful”. The mean scores and standard deviations clearly show that they are disagreed. That 

is means of 3.21 with standard deviations of 1.141. A study by Hailay, Aregawi, and Assmamaw (2014), 

recommended that government, non-government organizations and MSEs development agencies should motivate, 

help and advise the owners of MSEs on their overall business activities; give training on business issues, arrange 

forum and exhibitions for experience sharing; and solve the credit, infrastructure, supply and market access 

problems in collaboration with MFI, banks, Ethiopian Electric Power Corporation, suppliers and other 

organizations. 

Operators were interviewed to give their opinion on the nature of problem related to contextual factors and 

internal factors, It was found that they have faced many constraints like lack of working place, electric light 

interruption, lack of financial accessibility, lack of entrepreneurial and technical training and marketing 

problems. Majority of interviewees widely outlined that, they had many management problems which stem 

                 

Indicators of organizational success 

N Mean Std. 

deviati

on 

Over all 

Response 

I am not satisfied with the growth of net 

income of the business 221 

 

3.53 

 

1.150 

 

Agree 

I am not satisfied with the time needed to reach break-even point 

(payback period) 221 

 

3.40 

 

1.097 
Neutral 

I consider my business is not successful 221 

 

3.21 

 

1.141 
Disagree 

Grad mean   3.38 1.129 Disagree 
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from factors such as poor record keeping, insufficient training and lack of relevant qualifications which 

affect organizational success. Furthermore, most of these enterprises operate without systems in line with 

good management practice in which the owner manager is the sole decision maker and his/her absence 

leads to a halt (temporarily stop) in decision making. Similarly, interviewees unanimously indicated That, 

inability (low technical skills) to troubleshoot failures on machinery and/or equipment’s is a critical 

problem. Since the operators of MSEs cannot afford to employ specialists in the fields of maintenance with 

technical knowledge. 

4.8. Group difference between micro and small enterprises 

The study examined the existence of significant group difference between factors that determine the success 

of micro and small enterprises in the study area. To compute the existence of group difference independent 

sample t-test was employed and the result is presented with the table below. 

Levene’s Test for Equality of Variances tests the hypothesis that the two group (micro enterprises and small 

enterprises) variances are equal. 

      Table 4.6. Independent Samples Test 

 

Source; own survey result, 2021 

 

In the above table, the Levene statistic F = 0.164 and the corresponding levels of significance is large i.e. p 

> .01. Thus, the assumption of homogeneity of variances has not been violated in above variable, and the 

  Levene's Test for 

Equality of 
Variances 

 

 
t-test for Equality of Means 

 
F 

 
Sig. 

 
N 

 
Mean 

Std. 
Deviation 

 
T 

 
Sig. 

1 Legal factors Micro 0.164 0.643 112 3.230 1.00112 0.834 .543 

Small 
 

109 
 

3.240 

 

1.01200 
 

2 Technological 
factors 

Micro 0.843 0.834 112 3.8871 1.3023 0.768 .654 

Small 109 3.8921 0.8321 

3 Infrastructural 

factors 

Micro 0.877 0.245 112 3.6143 1.1318 6.786 .000 

Small 109 3.4921 0.8721 

4 Marketing 

factors 

Micro .645 0.846 112 3.7431 1.0342 9.453 .000 

Small 109 3.9213 0.6721 

5 Financial 

factors 
Micro .146 0.856 112 4.0921 0.7056 7.320 .000 

Small 109 3.8991 0.6821 

6 Entrepreneurial 

factors 

Micro 1.732 0.182 112 3.8761 0.9967 9.764 .000 

Small 109 2.8923 0.6593 

 Success Micro 3.324 0.073 112 4.3125 0.8082 14.435 .000 

Small 109 2.4765 0.8745 
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equal variances assumed t-test statistics was used for evaluating the null assumptions of equality of means. 

4.8.1. Legal factors 

As far as the group difference in legal factors is concerned, according to the data obtained from the survey 

result, there was insignificant group mean difference observed between Micro enterprises and small 

enterprises at 0.05 error level. The independent sample t test result revealed that insignificant (t= 0.834, p 

> 0.01) group difference was observed. This can be easily seen by taking the mean results of micro 

enterprises and small enterprises operator respondents. The mean values for micro and small enterprise 

operators were 3.230 and 3.240 respectively. 

The result indicated, operators whose enterprises were categorized as micro and small enterprises posited 

that factors related to legal there were no significant difference in the study area. This implies that the level 

of legal factors was the same between micro and small enterprises in the study area. 

4.8.2. Technological factors 

The survey result showed that, statistically insignificant mean difference was observed in the factors in 

relation to technological determinants of MSEs between Micro enterprises and small enterprises in the study 

area. The mean value of operators on technological determinant factors for the both micro and small 

enterprises were 3.8871 and 3.8921 respectively. This implies that, technological determinant factors were 

insignificant mean difference (t= 0.768, p > 0.01) was observed among small enterprises and micro 

enterprises in the study area. 

The result indicated, operators whose enterprises were categorized as micro and small enterprises posited 

that factors related to technological there were no significant difference in the study area. This implies that 

the level of technological factors was the same between micro and small enterprises in the study area. 

4.8.3. Infrastructural factors 

The independent sample t-test result portrayed that, MSEs determinants of infrastructural factors were 

higher in micro enterprises than small enterprises (M = 3.6143 and 3.4921) with a standard deviation of 

1.1318 and 0.8721 respectively. The result showed that, there was statistically significant mean difference 

observed in the factors in relation to infrastructural determinants of MSEs between micro enterprises and 

small enterprises in the study area. This implies that the level of infrastructural factors was high among 

micro enterprises than small enterprises in the study area. 
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4.8.4. Marketing factors 

The independent sample t-test result portrayed that, MSEs determinants of marketing factors were higher 

across both micro and small enterprises (M = 3.7431and 3.9213) with a standard deviation of 1.0342 and 

0.6721 respectively. The independent sample t test result revealed that significant (t= 9.453, p < 0.01) group 

difference was observed. The difference is significant because higher level of determinant factors in relation 

to marketing factors was reported by Micro enterprises operators. This implies that the level of marketing 

factors was high among small enterprises than micro enterprises in the study area. 

4.8.5. Financial factors 

As far as the levels of financial determinant factors cross micro and small enterprises were concerned, there 

was statistically significant mean difference observed between micro enterprise operators and small 

enterprise operators in in the study area. The result showed that, statistically a significant mean difference 

was observed in the existence of the financial determinant factors between micro and small enterprises. The 

result indicated (t= 7.320, p < 0.01). That is, the existence of higher financial determinants was exhibited 

across micro enterprises. 

 

In this case, the result revealed that the financial determinants were significantly higher among micro 

enterprises than small enterprises. The mean value (M= 4.0921 and 3.8991) for micro enterprises than small 

enterprises respectively. This implies that, the existence of financial determinant factors is high among 

micro enterprises. 

 

4.8.6. Entrepreneurial factors 

Similarly, the survey result also showed that, there was statistically significant mean difference observed 

in the existence of the entrepreneurship determinant factors among operators between micro and small 

enterprises. The result indicated (t= 9.764, p < 0.01). That is, the existence of higher level of determinant 

factors in relation to entrepreneurship motivation was exhibited across micro enterprises than small 

enterprises. 

The independent sample t-test result portrayed that, level of determinant factors in relation to 

entrepreneurship motivation was significantly higher among micro enterprises than small enterprises. The 

mean value (M= 3.8761 and 2.8923) for micro enterprises and small enterprises respectively. The result 

shown that, micro enterprise operators had high level determinant factors in relation to entrepreneurship 

motivation than small enterprises. 
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4.9. The Relationship between Dependent and Independent Variables 

To examine the relationship between independent variable (legal and political factors, technological factor, 

infrastructural factors, marketing factors, financial factors and entrepreneurial factors) and dependent variables 

(success of MSEs) correlation analysis was conducted. 

Pearson’s correlation coefficient(r) was used to indicate the strength and direction of relationship using the 

guide that Evans (1996) suggests for the absolute value of (r) as mentioned in ( Beldjazia and Alatou, 2016): 

0.00-0.19: “very weak” ,0.20-0.39: “weak”, 0.40-0.59: “moderate”, 0.60-0.79: “strong” &0.80-1.0: “very 

strong”. In addition, the p-value was used to indicate the significance of the relationship. 

Table 4.7: Correlations between independent variables and dependent variable 

   Correlations    

  LF TF IF MF FF EF 

LF Pearson Correlation 1 
     

 Sig. (2-tailed)       

 N 221      

TF Pearson Correlation .421
** 

1 
    

 Sig. (2-tailed) .000      

 N 221 221     

IF Pearson Correlation .325
** 

.321
** 

1 
   

 Sig. (2-tailed) .000 .000     

 N 221 221 221    

MF Pearson Correlation .452
** 

.365
** 

.534
 

1 
  

 Sig. (2-tailed) .000 .000 .000    

 N 221 221 221 221   

FF Pearson Correlation .426
** 

.335
** 

.421
** 

.412
** 

1 
 

 Sig. (2-tailed) .000 .000 .000 .000   

 N 221 221 221 221 221  

EF Pearson Correlation .422
** 

.512
** 

.342
** 

.423
** 

.442
** 

1 

 Sig. (2-tailed) .000 .000 .000 .000 .000  

 N 221 221 221 221 221 221 

Success 

of   

MSEs 

Pearson Correlation .326
** 

.642
** 

.688
** 

.715
** 

.793
** 

.617
** 

Sig. (2-tailed) .000 .000 .000 .000 .000 .000 

N 221 221 221 221 221 221 
 
**. Correlation is significant at the 0.01 level (2-tailed) 
Source: Own Survey result, 2021  



 

 

37  

As it is clearly indicated in the above table 4.7, a strong positive relationship was found between financial factors 

and Success of MSEs (r =.793, p < .01), marketing factors and Success of MSEs (r = .715, p<.01), infrastructural 

factors and Success of MSEs (r = .688, p < 0.01) and entrepreneurial factors and Success of MSEs (r = .617, p < 

0.01) which are statistically significant at 99% confidence level. 

The correlation coefficient between legal factors and Success of MSEs is placed the least from all correlation 

results of all independent variable with (r=0.326; p<0.001) and categorized under weak correlated. 

 This implies that at a 1% level of significance it was discovered that the technological factor, infrastructural 

factors, marketing factors, financial factors and entrepreneurial factors plays a significant role in determining the 

Success of MSEs in Debre Birhan Town. 
  
Moreover, the table presents the association between the selected variables and Success of MSEs for a sample of 

221 operators in Debre Birhan Town. There is substantial, however statistically significant relationship between 

finance and Success of MSEs (r = .793, p <.01). This would imply that, the more finance the better Success of 

MSEs would be. The result on table above further indicates that, there is a substantial positive correlation between 

marketing factors and Success of MSEs (r = .715), this implies that marketing factors had 71.5 % significant 

positive relationship with Success of MSEs at 1% significance level.  

Generally, as the above result indicates that  the correlation coefficient between each independent variable (legal 

factors, technological factor, infrastructural factors, marketing factors, financial factors and entrepreneurial 

factors) have positive and significant relationship at 1% significance level with dependent variable (Success of 

MSEs).  

4.10.  Test of regression assumptions 

 Before conducting the linear regression model the major assumptions such as Linearity, normality, multi 

co linearity and homoscedasticity tests were conducted. 

Linearity of the data 

Linearity refers to the degree to which the change in the dependent variable is related to the change in the 

independent variables. 

The normal P-P plot of regression standardized residual shows that, the assumption of linearity was not violated. 

Thus, the dependent variable perceived organization success had a linear relation with the selected independent 

dependent variables (legal factors, technological factor, infrastructural factors, marketing factors, financial factors 

and entrepreneurial factors). 
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Figure 2: Linearity test  

 

Normality of the data 

The frequency distribution of the standardized residuals shows figure 3 below indicated that compared to a 

normal distribution. As you can see, although there are some residuals (e.g., those occurring around 0) that are 

relatively far away from the curve, many of the residuals are fairly close to 0. Moreover, the histogram is bell 

shaped which lead to infer that the residual (disturbance or errors) are normally distributed. Thus, no violations 

of the assumption normally distributed error term 

Figure 3: Normality test 
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Multi co linearity Problem of the data 

To have good results, the independent variables should not be highly correlated with each other. In 

multiple regression analysis, collinearity refers to the correlation among the independent variables 

(Pallant, 2007). Therefore, to make sure that there is low collinearity, the values of Tolerance and VIF 

(Variance Inflation Factor) should be checked. According to Pallant (2007), tolerance indicates to what 

extent the independent variables do not explain much of the variability of a specified independent 

variable and the value should not be small (more than 0.10) to indicate the absence of collinearity. In 

addition to that, VIF, the inverse of tolerance value, should have a value of less than 10 to avoid any 

concerns of collinearity (Pallant, 2007). Hence, the values in the Table 4.8 below indicate low 

collinearity because all Tolerance values are above 0.1 and all VIF values are less than 10. Therefore, 

these tests reflect that the variables used in the study are free from multicollinearity. 

Table 4.8.Tests of Multicollinearity 

Coefficientsa 

Model Collinearity Statistics 

Tolerance VIF 

1 

Legal factor .823 1.215 

Technological factor  .805 1.242 

Infrastructural factors .520 1.923 

Marketing factors .541 1.847 

Financial factors .800 1.250 

Entrepreneurial factors .879 1.138 

Own research Result, 2021 

4.11. Regression Analysis and Hypothesis Testing Results 

The regression analysis was conducted to know by how much the independent variable explains the dependent 

variable. In this study, regression was employed to examine the effect of the independent variable such as legal 

factor, technological factor, infrastructural factors, marketing factors, financial factors and entrepreneurial factors 

on dependent variable. 

Table 4.9: Model summary 
 

R R Square Adjusted R Std. Error of Durbin- 

  Square the Estimate Watson 

0.948 0.899 0.897 0.192 1.931 

     

a. Predictors: (Constant), Legal factor, Technological factor, Infrastructural factors, Marketing 

factors, financial factors , Entrepreneurial factors  



 

 

40  

The results of regression analysis presented in Table 4.9, indicate positive and significant relationship 

between the dependent and independent Variable. This means the predictive variables (independent 

variables) such as legal factor, technological factor, infrastructural factors, marketing factors, financial 

factors and entrepreneurial factors jointly determine the dependent variable i.e. Success of  MSEs. The R-

Square (R2 = .899) shows the explanatory power of all variables involved in the study. Hence legal factor, 

technological factor, infrastructural factors, marketing factors, financial factors and entrepreneurial factors 

jointly determine (explain) 89.9% of the variance in Success of MSEs. Whereas 10.1% of the Success of 

MSEs was explained by the variables which were not included in the study. 

Table 4.10: Regression Coefficients  

Model Unstandardized Coefficients Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

(Constant) 132 .065  2.020 .045 

Legal Factor .064 .028 .068 2.257 .003 

Technological Factor .108 .036 .120 2.969 .001 

Infrastructural Factors .114 .038 .101 3.029 .000 

Marketing Factors .332 .045 .279 7.586 .000 

Financial Factors .338 .032 .414 10.291 .000 

Entrepreneurial Factors .088 .029 .099 3.069 .002 

Own research Result, 2021 

The values of the unstandardized Beta Coefficients (β) indicate the effects of each independent variable on 

dependent variable. Furthermore, the values of the unstandardized Beta Coefficients in the Beta column of 

the above table 4.10 indicate which independent variable makes the strongest contribution to explain the 

dependent variable (Success of MSEs), when the variance explained by all other independent variables in the 

model is controlled. The t value and the sig (p) value indicate whether the independent variable is significantly 

contributing to the prediction of the dependent variable. 

4.11.1. Estimated Regression Model 

A multiple linear regression analysis carried to predict the values of a dependent variable. In multiple linear 

regressions, there are explanatory variables and the relationship between dependent variable and explanatory 

variables represented by the following equation. 
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Based on the above table finding we can develop the following estimated regression model: 

Y= β0 + β1X1+ β2X2 +β3X3+ β4X4+β5X5 

Success of MSEs = 132+ 0.064 (Legal Factor) +0 .108(Technological Factor) + 0.114 (Infrastructural Factors) 

+0.332 (Marketing Factors) +0.338 (Financial Factors) +0.088 (Entrepreneurial Factors) 
 

4.12.  Discussion of Results 

This section presents discussion of the findings from the Independent Samples Test (Table 4.6), correlation 

analysis (Table 4.7) and regression coefficient result (Table 4.10) and the results were compared with local and 

international literature. The sub-sequent sections highlight a brief discussion on each relationship.     

Hypothesis 1: Legal Factor has positive and significant influence on Success of MSEs 
 
The results as presented in table 4.6, 4.7 and 4.10 above, revealed that legal factors has insignificant (t=0.834, 

p=0.543) group difference between Micro enterprises and small enterprises in the study area. However from the 

results of correlation and regression analysis, legal factor had a positive and significant effect on Success of MSEs 

with (r = .326, β= 0.064, t = 2.257 & p <0.01). The result is significant at 1 % level of significance. Thus, the 

proposed hypothesis was accepted. This statistic infers that if the micro and small enterprise increased its focus 

to legal factor by (one) 1%, then its success of MSEs would increase by 6.4%. Similar finding by Nganwa (2013) 

reported that an extensive number of outdated and cumbersome laws and regulations had increased the transaction 

costs of MSEs, thereby hampering their economic performance and growth. The result of this study also is in line 

with other studies by Chamberlain & Smith, (2006) indicated that the success of the small business sector is 

continuously threatened by poor allocation of resources and over-regulation. 

 
Hypothesis 2: technological factor has positive and significant influence on Success of MSEs 
 

The results as presented in table 4.6 above, revealed that technological factor technological determinants 

exhibited insignificant (t=0.768, p=0.654) group difference between Micro enterprises and small enterprises 

in the study area. But from the results of correlation and regression analysis in table 4.7 and 4.10 presented 

above, technological factor had a positive and significant effect on success of MSEs with values (r = .642, 

β=0. .108, t = 2.969, p < 0 .01). The result is significant at 1 % level of significance. Thus, the proposed 

hypothesis was accepted. Here also the beta coefficient implies that if the micro and small enterprise 

changes its technological factor by (one) 1 %, by keeping the other variables constant its Success of MSEs 

would increase by 10.8%. Therefore, technological factor had a positive and significant effect on Success 

of MSEs. The result of this study is in line with studies by Pasanen (2007) in his studies confirm that smaller 

and younger firms grow faster than larger firm. He noted that small firms grow relatively fast since they 

have to achieve a minimum efficient size emanating from technological advancement. The result also 

supported by Asma et al (2015). 
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Hypothesis 3: Infrastructural Factors has positive and significant influence on Success of MSEs 

The results as presented in table 4.6, 4.7 and 4.10 above, revealed that infrastructural factors has a significant 

(t=6.786, p=0.000) group difference between Micro enterprises and small enterprises in the study area and it had 

a positive and significant effect on success of MSEs with values (r = .688, β = .114, t = 3.029, p < 0 .01) 

respectively. Hence the result is significant at 1 % level of significance. The results clearly indicated that the 

proposed hypothesis was accepted. This implies that assuming other variables constant, a (one) 1 % change in the 

infrastructural factors of the micro and small enterprise results in 11.4% increase in the Success of MSEs of the 

micro and small enterprise. Therefore, infrastructural factors had a positive and significant effect on Success of 

MSEs. 

Similar studies by Osotimehin et al. (2012) pointed out that infrastructure facilities have their own implication on 

the establishment and success of MSEs. In addition, the result of this study is in line with other studies by Daniel 

(2012) and Kassahun, (2013) stated that poor infrastructure such as access to roads, power interruptions, lack of 

sufficient provision of water, and telecommunication problems significantly affect the performance of their 

business productivity and sustainability. 

Hypothesis 4:  Marketing Factors has positive and significant influence on Success of MSEs 

The results as presented in table 4.6, 4.7 and 4.10 above, revealed that marketing factors had a significant 

(t=9.453, p=0.000) group difference between micro enterprises and small enterprises in the study area 

and it had a positive and significant effect on success of MSEs with values (r = .715, β=0. 332, t = 7.586, 

p < 0 .01). The result is significant at 1 % level of significance. Thus, proposed hypothesis was accepted. 

In this case the beta coefficient describes that keeping the other variables constant, in this model a one 

(1) % change in the overall marketing factors, the consequence would be an increase in success of MSEs 

by 33.2 %. The result supported by Pearce and Robinson (2011). In addition, the result of this study is in 

line with other studies by (Kefale&Chinnan, 2012). 
 
Hypothesis 5: Financial Factors has positive and significant influence on Success of MSEs 

The results as presented in table 4.6, 4.7 and 4.10 above, revealed that financial factors had a significant (t=7.320, 

p=0.000) group difference between Micro enterprises and small enterprises in the study area and it had a positive 

and significant effect on success of MSEs with values (r = .793, β = 0. 338, t = 10.291, p < 0 .01). The result is 

significant at 1 % level of significance. Thus, proposed hypothesis was accepted. In this case the beta coefficient 

describes that keeping the other variables constant, in this model a one % change in the overall financial factors, 

the consequence would be an increase in Success of MSEs by 33.8 %. 

The result is consistent with the prior period researches by Beck eta al (2016), note that statistical evidence suggest 

that smaller enterprises continue to be largely left out. Intuitively, it would be financing constraints that in the first 

place prevent micro and smaller enterprises (MSEs) from expanding and growing into SMEs. 



 

 

43  

Hypothesis 6: Entrepreneurial Factors has positive and significant influence on Success of MSEs 

The results as presented in table 4.6, 4.7 and 4.10 above, revealed that entrepreneurial factors had a 

significant(t=9.764, p=0.000)  group difference between Micro enterprises and small enterprises in the study area 

and it had a positive and significant effect on Success of MSEs with values (r = .617, β = .088, t = 3.069, p < 0 

.01). Hence the result is significant at 1 % level of significance. The results clearly indicated that the proposed 

hypothesis was accepted. This implies that assuming other variables constant, a one % change in the 

entrepreneurial factors of the bank results in 8.8% increase in the Success of MSEs. Therefore, entrepreneurial 

factors had a positive and significant effect on Success of MSEs. The result of this study is in line with other 

studies by Sidika, (2012) showed that Success depends on the firm internal factors which includes characteristics 

of Entrepreneurs such age, gender, motivation, experience, educational background, risk-taking propensity, and 

preference for innovation 

Generally, the results of correlation and multiple regression analysis supported the six hypotheses constructed to 

test a positive and significant influence that each independent variable have on dependent variable 

The study’s hypothesis testing was made based on β, t, and P values. Hence using those coefficient results, the 

proposed hypotheses for this study were summarized as follows. 

Table 4.11. Summary of Hypothesis Testing 

 

Own research Result, 2021 

 

Hypothesis Hypothesized Relationship  Coefficients( β)  P-value  Decision 

H1 
Legal factors has positive and significant influence 

on success of MSEs. 
.064 

.003 
Accepted  

H2 
Technological factors has positive and significant 

influence on success of MSEs. 
.108 

.001 
Accepted  

H3 
Infrastructural factors has positive and significant 

influence on success of MSEs. 
.114 

.000 
Accepted  

H4 
Marketing factors has positive and significant 

influence on success of MSEs. 
.332 

.000 
Accepted  

H5 
Financial factors has positive and significant 

influence on success of MSEs. 
.338 

.000 
Accepted  

H6 
Entrepreneurial factors has positive and significant 

influence on success of MSEs. 
.088 

 

.002 Accepted  
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CHAPTER FIVE 

CONCLUSIONS AND RECOMMENDATIONS 

This chapter deals with the summary of major findings of the study and conclusions drawn from the analysis 

made. Furthermore, based on the findings of the study possible recommendations are made. 

5.1. Conclusion 

The study gathered information from sample enterprises who by using simple random sampling technique. The 

research had targeted 221 questionnaires were completed successfully which leads to a response rate of 100%. 

Based on the survey result major conclusions and recommendations have been drowned from these respondents. 

The group difference between enterprises result indicated that, marketing, infrastructure, financial and 

entrepreneurial factors have shown a significant group difference between Micro enterprises and small enterprises 

in the study area. Whereas, factors in relation to legal and technological determinants exhibited insignificant group 

difference between Micro enterprises and small enterprises in the study area. 

The success of micro and small enterprises are vastly interconnected with the determinant factors such as 

availability of legal support, technological support, infrastructures, marketing availability, financial accessibility 

and entrepreneurial training. The study reveals that the most important contextual factors identified are financial 

factors which include high collateral requirement from banks and other lending institutions, shortage of working 

capital, high interest rate charged by banks and other lending institutions, and too complicated loan application 

procedures of banks and other lending institutions. Marketing factors are frequently indicated as the explanatory 

factor for most problems faced by the studied MSEs. 

The correlation result indicates that the correlation coefficient between each independent variable (legal factors, 

technological factor, infrastructural factors, marketing factors, financial factors and entrepreneurial factors) have 

positive and significant relationship at 1% significance level with dependent variable (Success of MSEs).  

Moreover, from the regression result, the study concluded that independent variables such as legal factors, 

technological factors, infrastructural factors, marketing factors, financial factors and entrepreneurial factors 

significantly influence the success of MSEs, together accounted for 89.9 % of variance in the study area. 

Furthermore, the finding of the study also indicated that the six determinant factors (such as legal factors, 

technological factors, infrastructural factors, marketing factors, financial factors and entrepreneurial factors) were 

positive and significant predictors of MSEs success at 1% significance level.   
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5.2. Recommendations 

Based on the findings, the study recommends the following major points 

 The Debre Birhan Town administration bodies should provide affordable alternative sources of finance 

for MSEs. This can be done by communicating with the banks and other credit institutions to lessen 

their requirements. This should be done so that MSEs can get enough access to finance for their business 

activities. 

 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 not far too working area. 

- Linking the MSEs with other private contractors working within or around Debre brhan so 

that the operators are able to secure market opportunity. 

- Allowing those MSEs located and operating at Debrebrehan Town to participate in 

biddings opened in other Amhara town. 

 To make MSEs competitive and successful, improved provision of necessary infrastructure and 

enabling the environment for business operations is generally an imperative.  

 Uninterrupted power supply and quick transportations are basic to effective performance of these 

enterprises. 

 Finally, investigating different factors based on the right information are vital for the good success 

of any business venture. This can be achieved by conducting more researches in related areas 

5.3. Further Research Directions 

This study dealt with factors that affect the success of Micro and Small Enterprises in Debre berhan town. Further 

research could target the medium and larger firms that have dominated the markets having graduated from the 

MSEs. The field of MSEs is large and very diverse. It is an interesting area with many unresolved issues. It would 

be encouraging to get more solutions to many issues arising. 

5.4. Limitation of the Study 

The study was limited to only Debre Birhan Town. It is possible that results might be different if study had been 

conducted at Amhara Region, which might provide actual picture. Secondly, the sample size was not large and it 

was limited to only manufacture and construction sectors.
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               7. APPENDICES 

Annex (1) 

Questionnaires 

DEBRE BERHAN UNIVERSITY 

College of Business & Economics Department of 

Management Questionnaire for 

Respondents 

Dear Sir/Madam 

This questionnaire is prepared to collect information from selected respondents for the 

accomplishment of thesis as a partial fulfillment of the requirement for the master of “Business 

Administration with the topic of “Assessment on Determinants of Micro and small 

enterprises success in Debre Berhan town”. The findings of the study will only be used for 

academic purposes, to make recommendation based on findings in order to identify and suggest 

the determinants of MSEs success. And hence, you are kindly requested to forward your views 

and experiences as carefully as possible. Each of your answer has a great contribution for the 

completeness of the research paper. I would like to thank you in advance for your kind 

cooperation in responding to this question .the information generated in the study will be kept 

confidential. 

Instructions 

1. Please do not write your name 

2. Circle your preferred answer on the questionnaire 

3. Attempt all questions as much as possible. 

Section I: Demographic Profile of Respondents and business: 

1. Gender 1.Male 2. Female 

 

2. Age 18-30 31-45 46-60 >60 
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3. Educational status:-Illiterate 

TVET graduate certificateand 

Diploma 

Primary school Secondary school complete 

4) Enterprise Type 

 Enterprise Type Sector  

 

4.1 
Micro-enterprise 

Industry  

Service  

 

4.2 
Small-enterprise 

Industry  

Service  

 

5) To assess the determinant factors affecting the success of MSES 

Here are some statements as regards the challenge confronting MSE success are listed below 

please indicate the degree to which these factors are affecting the performance of your business 

enterprise .after you read each of the factors, evaluate  them in relation to your business and then 

put a tick mark 

() under the choice below where, 

Please rate 1 = strongly agree, 2 = Agree, 3 = Neutral, 4= Disagree and 5= strongly disagree 

 

 
Determinants Of MSEs 1 2 3 4 5 

5 legal related factors 
     

5.1 
The tax levied on my business is not 

reasonable 

     

5.2 
high Bureaucracy in company registration 

and licensing 

     

5.3 Lack of government technical support      

 

5.4 

Lack of accessible information on 

government 

regulations that are relevant to my business 

     

6 Technological Factors      
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6.1 
Lack of appropriate machinery and 

equipment 

     

6.2 Lack of skills to handle new technology      

6.3 Unable to select proper technology      

7 Infrastructural factors      

7.1 Power interruptions      

7.2 Insufficient and interrupted water supply      

7.3 
Lack of sufficient and quick transportation 

service 

     

7.4 
Absence of own premises      

7.5 
Current working place area access is not 

convenient 

     

7.6 The rent of house is to expensive      

8 Marketing Factors      

.8.1 Inadequate market for my product      
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Determinants Of MSEs 1 2 3 4 5 

8.2 Searching new market is so difficult      

83 Lack of demand forecasting      

8.4 Lack of market information      

8.5 Absence of relationship with an 

organization that conduct marketing 

research 

     

8.6 Lack of promotion to attract potential users      

8.7 Poor customer relationship and handling      

9 Financial Factors      

9.1 Inadequacy of credit institutions      

9.2 Lack of cash management skills      

9.3 Shortage of working capital      

9.4 
High collateral requirement from banks 

and other lending institutions 

     

9.5 
High interest rate charged by banks and 

other lending institutions 

     

9.6 Loan application procedures of banks and 

other lending institutions are too 

complicated 

     

10 Entrepreneurial Factors      

10.1 Lack of motivation and drive      

10.2 Lack of tolerance to work hard      

10.3 
Lack of persistence and courage to take 

responsibility for one’s failure 

     

10.4 
Absence of initiative to assess ones 

strengths and weakness 

     

10.5 Lack of entrepreneurship training      

10.6 
Lack of information to exploit business 

opportunities 
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 Dependent variable      

11. perceived Success factors      

11.1 
I am not satisfied with the growth of net 

income of the business 

     

11.2 
I am not satisfied with the time needed to 

reach break-even point (payback period) 

     

11.3 I consider my business is not successful      
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INTERVIEW QUESTIONS 

Interview questions with TVED Office workers 

1. What problems did you solve while running MSEs in relation to: 

A. Contextual factors 

Politico-legal factors [government policy, bureaucracies (in relation to company 

registration and licensing), taxation and like] 

Premises factors 

Technology 

factors 

Infrastructure (power, transportation, water supply and 

like) Marketing factors (relationship with suppliers, 

customers and others) Financial factors (interest rates, 

collateral requirements, etc) 

B. Internal factors 

Management and 

related factors 

Entrepreneurial 

factors 

2. What are other problem(s) did operators face regarding the overall functioning of your activity
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Annex (2) 

Software output 

Mean and Standard Deviation Results of success of MSEs 

 

 

Independent Samples Test 

 

Source; own survey result, 2021 

 

                 

Indicators of organizational success 

N Mean Std. 

deviati

on 

I am not satisfied with the growth of net 

income of the business 221 

 

3.53 

 

1.150 

I am not satisfied with the time needed to reach break-even point 

(payback period) 221 

 

3.40 

 

1.097 

I consider my business is not successful 221 

 

3.21 

 

1.141 

Grad mean   3.38 1.129 

  Levene's Test for 

Equality of 
Variances 

 

 
t-test for Equality of Means 

 
F 

 
Sig. 

 
N 

 
Mean 

Std. 
Deviation 

 
T 

 
Sig. 

1 Legal factors Micro 0.164 0.643 112 3.230 1.00112 0.834 .543 

Small 
 

109 
 

3.240 

 

1.01200 
 

2 Technological 
factors 

Micro 0.843 0.834 112 3.8871 1.3023 0.768 .654 

Small 109 3.8921 0.8321 

3 Infrastructural 

factors 

Micro 0.877 0.245 112 3.6143 1.1318 6.786 .000 

Small 109 3.4921 0.8721 

4 Marketing 

factors 

Micro .645 0.846 112 3.7431 1.0342 9.453 .000 

Small 109 3.9213 0.6721 

5 Financial 

factors 
Micro .146 0.856 112 4.0921 0.7056 7.320 .000 

Small 109 3.8991 0.6821 

6 Entrepreneurial 

factors 

Micro 1.732 0.182 112 3.8761 0.9967 9.764 .000 

Small 109 2.8923 0.6593 

 Success Micro 3.324 0.073 112 4.3125 0.8082 14.435 .000 

Small 109 2.4765 0.8745 
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Figure 4.1: Linearity test 

 

 

 

Figure 4.2: Normality test 
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Table 4.10: Model summary 
 

R R Square Adjusted R Std. Error of Durbin- 

  Square the Estimate Watson 

0.948 0.899 0.897 0.192 1.931 

     

a. Predictors: (Constant), Legal factor, Technological factor, Infrastructural factors, Marketing 

factors, financial factors, Entrepreneurial factors 

 

Regression Coefficients  

 

Model Unstandardized Coefficients Standardized 

Coefficients 

T Sig. 

B Std. Error Beta 

(Constant) 132 .065  2.020 .045 

Legal Factor .338 .032 .414 10.291 .000 

Technological Factor .064 .028 .068 2.257 .000 

Infrastructural Factors .088 .029 .099 3.069 .002 

Marketing Factors .332 .045 .279 7.586 .000 

Financial Factors .108 .036 .120 2.969 .003 

Entrepreneurial Factors .114 .038 .101 3.029 .003 

a. Predictors: (Constant), Legal factor, Technological factor, Infrastructural factors, Marketing 

factors, financial factors, Entrepreneurial factors 

 

 

 

 

 

 


