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ABSTRACT

This research paper was aimed the factors affecting rural youth’s entrepreneurial business
performance of MSEs that currently working in central zone wonsho worade. This study was
employed a descriptive and explanatory research design qualitative and quantitative research
approach. Both primary and secondary data was employed. Questionnaire was that main data
collection instrument. Among 824 MSE operators, 269 sample size were selected using
stratified and simple random technique. After the data has been collected, it was analyzed using
simple statistical techniques. The descriptive and inferential statistical tools were used, Pearson
correlation and multiple linear regression were used to analyze the relationship and difference
between independent and dependent variables. Statistical Package for Social Science (SPSS)
version 23 was used to analysis of quantitative data from questionnaire questions. Furthermore,
the research finding shows that among the independent variables financial factors,
infrastructural factors, marketing skill and strategy factor, legal and regulatory factor and
business information factor were the major factors that significantly affect the performance of
MSEs. Based on the findings the study was recommended that financial institutions such as
banks and micro finance institutions should improve access to finance problems of MSEs
operators, all other governmental institutions/woreda Administration should give attention and
should improve access to infrastructural, marketing factor, legal and regulatory factors and
business information in order to improve the performance of MSEs in wonsho woreda.

Keywords: MSEs, financial, infrastructure, marketing skill, legal and regulatory, business
information factors
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CHAPTER ONE
1 INTRODUCTION

This chapter provides a brief overview of the study presented in this research paper by introducing
the reader to the key concepts used throughout the paper on background section followed by
problem statement, research objective, research hypothesis, significance of the research, as well as

the organization of study.

1.1 BACKGROUND OF THE STUDY
Entrepreneurial Business has become a frequently discussed topic in the field of international

business over the past 35 years. The notion of acting entrepreneurial in order to create value for
consumers in unique ways is highly beneficial to the way SMEs are structured and resourced.
There has been a calling for applying Entrepreneurial Business to new industries and unique
Environment in order to understand this phenomenon more clearly (Jones and Rowley, 2011).The
need for Entrepreneurial Business in modern day marketing comes from the differences in how
different size firms achieve marketing success. The average entrepreneur may have the capacity
to use traditional marketing in their business, but lack the resources that larger firms may possess
(Jones and Rowley, 2011).Originally seen as purely the interaction between entrepreneurship and
marketing and where they intersect the research since then has taken many interesting

developments as to the nature of EM and of the entrepreneur.

In most developing countries, MSEs constitute the vast majority of firms, generating a substantial
share of both overall employment and output. Evidence suggests that the MSE sector not only
contributes substantially to overall employment, but also generates an appreciable magnitude of
economic output (USAID, 2005). The MSE sector plays an important role in providing people
with livelihood and income generating opportunities, providing income and services to people who
cannot get employment in the formal sector (Schorling, 2006). Poverty in Ethiopia is both deep
and widespread. With a GDP per capita of US$ 318.7, it ranks at the very bottom of the world in
terms of income (UN, 2008). Eighty nine percent of the Ethiopian population lives below the US$
2 per day poverty line and 46% below US$ 1 per day.



According to ministry of Trade and Industry of Ethiopia, official definition Micro enterprises are
business enterprises found in all sectors of the Ethiopian economy with a paid-up capital (fixed asset)
of not more than birr 20,000, but excluding high-tech consultancy firms and other high-tech
establishments and Small enterprises arel business enterprises with a paid-up capital of more than birr
20,000 but not more than birr 500,000 but excluding high-tech consultancy firms and other high-tech
establishments. The Ethiopian Central Statistics Agency (2007) has also tried to define micro and small
enterprises by only considering the type of sector involved and the manpower requirement. According
to CSA (2004), alImost 50% of all new jobs created in Ethiopia are attributable to small businesses and
enterprises, and roughly, women owned 49% of new businesses that were operational between 2001
and 2008.

As mentioned by Aregash,(2005, cited in Eshetu and Zeleke, 2008), 98% of business firms in Ethiopia
are micro and small enterprises, out of which small enterprises represent 65% of all businesses. EM
was initially developed out of interest of the interaction between entrepreneurship and marketing
(Morris et al., 2002). This was the original construct to be put forth officially as a new proposition.
Since then, the research in EM has seen success in the application of EM to SMEs (Mort, Liesch &
Weerawardena, 2010), as these were the firms that have the right orientation for the use of EM.
Creating employment for Ethiopians is a major challenge; there are insufficient opportunities in the
formal sector to absorb rural people and new entrants into the labor force. Consequently, many people
have been forced into marginal activities in the informal sector as subsistence youths, petty traders, and
tiny handicraft producers with limited market scope. This conglomeration of informal and micro-
enterprises is in need of significant upgrading if the Government of Ethiopia is to be successful in its
efforts to eradicate poverty and to strengthen the private sector as a creator of employment and
economic growth. Part of this challenge will be changing attitudes about work in the MSE sector, and

a revitalization of the “entrepreneurial spirit” in the country (Lois et al., 2005).

Chibwe Chisala (2008) also put some supplementary ideas that Micro and Small Enterprises is the
major feature of the economic landscape in all developing countries today. Besides, the contribution of
SMESs’ to the creation of jobs and to the alleviation of poverty has been recognized by many 3™ world
governments. These have been given prominence in many development plans as well as in the strategies
of many donors. Most MSEs face critical constraints both at the operation and start up level. Some of

these constraints include lack of access to finance, lack of access to infrastructure, lack of training in



entrepreneurial and management skills, lack of information on business opportunities, social and
cultural hindrances, deficient entrepreneurial culture and excessive corruption (HLCLEP, 2006).
Nonetheless, MSEs play a crucial role in poverty reduction, employment and income generation mostly
for the younger generation it faces many challenges. There is a need to develop these enterprises by
government and interested bodies in order to increase their role in poverty reduction and reducing

unemployment in any part of the country.

There is no agreement upon definition on the term youth across countries of the world. The UN (United
Nations) defines youth as individual aged between 15 to 24 years old. The African Union defines youth
as individual aged between 15 to 35 years old. For the sake of international agreement, in this proposal
document employs the UN definition of youth. Experience of many African countries indicated that
different ranges have been used in defining youth. Taking in to consideration the age ranges given from
different countries and the objective conditions prevailing in our country, and in order to mobilize and
utilize the potential capacities and competence of youth for building of a democratic system and
development purpose, the youth policy define youth as who are between 15-29 years (Ministry of Youth,
Sports & Culture of Ethiopia, 2005).Almost 90 percent of the world’s youth are residents in countries
where they can hardly access adequate education, capital, paid employments and health services. As
the sizes of younger populations in Africa steadily swell to account the single largest category of age
group, the likelihood of majority of these youth being absorbed within the formal economy is nearly
nonexistent (DSW, 2011).

Encouraging the integration of young people at work and improving their situation in the labor market
are two of the main priorities of the Ethiopian government (Talent Youth Association (TaYa, 2014).
Performance of youth owned and operated economic enterprises in general are of great importance in
achieving high gross domestic product (G.D.P) in many countries. Young people form the foundation
of a society's future. They represent inevitable transition between the children and the old (Chigunta,
2002). Thus, many nations are recognizing the importance of the youth in their development hence

formulation of policies and programmers to guide them.

The European Union (EU), in recognition of the importance of the youth in growth and development
of a region met, thus the Council Resolution of 27 November 2009 on a Renewed Framework for

European Cooperation in the Youth Field (2010-2018). In rural and small town areas are landless,



compared to 14 percent of youth-headed households. Similarly, the share of landlessness among the
youngest households (15-24 years old) reaches 21 percent, while 13 percent of experienced youth-
headed households between 25 and 34 years of age are landless. This follows recent research by Bezu
and Holden (2014) who found that youth in the rural south of Ethiopia have limited access to
agricultural land due to land scarcity and land market restrictions. Headey et al. (2014) also report
declining farm sizes over time, with younger rural households facing larger constraints in obtaining

agricultural land.

FDRE, Ministry of Sport, Youth and Culture (2004) has ratified national youth policy as a tool to realize
a vision of creating an empowered young generations who are equipped with all pertinent knowledge
and skill build up on ethical integrity. According to the policy (2004), any youth program directed
towards youth development is expected to enable youths to be acquainted with new discoveries,
inventions and innovations. Moreover, it asserts that any capacity building programs are intended to
inculcate in the mind of youth of self-confidence, creativity and hard work (MSYC, 2004). Now days
the current government of the land too has endorsed a five years long - term development plan which
is currently on its stage Il. One of the strategic pillar of the plan here too youth empowerment
(MoFED,2010). It asserts that youth program shall have strategic direction of producing innovative
citizens who can contribute to the realization of the long term vision of making Ethiopia into a middle
income economy (MoFED,2010).

1.2. Statement of the problem

The importance of MSEs as an instrument of poverty reduction through employment creation and supply
of affordable products has been implicitly and explicated by many countries and international
development organizations. In most developing countries, MSEs face constraints at both starts up phases
and after their establishment. In Africa, for example, the failure rate of MSEs is 85% out of 100
enterprises due to lack of skills and access to capital (Fedahunsi, 2015). It is typical of MSEs in Africa
lacking in business skills and collateral to meet the existing leading criteria of financial institutions
(World Bank, 2004). This, according to World Bank, has created finance gap in most markets .The
MSEs are able to source and obtain finance mostly from informal sectors like friends and relatives while

medium or large enterprises obtain funds from banks. This unequal to access to finance by MSEs and



medium and large enterprises has undermined the role of MSEs in the economic development in Africa
countries (World Bank, 2016).

In Ethiopia support to MSEs has been considered as a tool to employment creation and foundation to
long term development objectives. Even though some countries believed to be successful fully utilization
the potentials in MSEs to achieve better economic development, the voyage of MSEs in Ethiopia has
not been an easy ride and still it is behind in exploiting these potentials to meet its development

objectives.

As mentioned by Longenecker, et al., (2006, cited in Bowen et al., 2009), starting and operating a small
business include a possibility of success as well as failure. Because of their small size, a simple
management mistake is likely to lead to death of a small enterprise and hence there is no opportunity
to learn from its past mistakes. Lack of planning, improper financing and poor management have been
hypothesized as the main causes of failure of small enterprises. Lack of credit has also been identified

as one of the most serious constraints facing SMEs and hindering their development.

As empirical research shown that is orderly that achieves the contribution made by MSEs and ensures
them to grow; it is required to overcome serious challenge such us: financial constraints, marketing
constraints, managerial constraints, infrastructural constraints and other because they are the common
and major factors in marketing business to fail (okpara, 2011). According to Ashengoma and
Kappel,(2008) reveal, the factors hindering the potential growth or performance of MSEs in sub Saharan
countries are limited access to credit and market, business service like marketing information,
networking, short term training and these challenges account for the reasons why many MSEs fail/cannot

profitable.

The study conducted by Ethiopian CSA discloses that, the contribution of small enterprises in creating
job opportunities and in the development of our economy is vital (FMSEDA), 2015:26).

However, their contribution is very low in compared with that of other countries due to financial
problem, lack of qualified employees, lack of proper financial records, marketing problems, lack of
working promises and raw materials. Lack of information about market opportunity and environmental
analysis including standards and regulations is one of the underlying factors that hinder or affect their

performance (Mulugebreyesus, 2009:10-13).



Different prior researchers have been tried to address the main reason that leads the poor performance
for SMEs in national as well as international level. For example, Longenecker, et al., (2006) starting
and operating a small business include a possibility of success as well as failure. Because of their small
size, a simple management mistake is likely to lead to death of a small enterprise and hence there is no
opportunity to learn from its past mistakes. According to above mentioned author Lack of planning,
improper financing and poor management, lack of credit access were identified as major challenges
facing SMEs growth.

However, in view of researcher there is limited study has been conducted in current the study area that
difficult to determine the current performance of the targeted business .Hence, so this research work
tries to fill the gap which is not addressed by other researchers on the factors which affecting rural
youths business Performance will to focus identify the factors that affecting performance of rural youth
entrepreneurial business in case of wonsho woreda administrative. In this study variable was to included
are, financial factors, Infrastructure factors, Access of Marketing Skill, legal and regulatory factor, and

business information factor.

1.3. Objectives of the study
1.3.1. General Objective

The general objective is to assess the factors affecting the entrepreneurial business performance of
rural youths: a case of on Micro and Small Enterprise in Wonsho woreda.

1.3.2 Specific Objectives of the study
In line with the above general objective, this study would focuses on the following specific research
objectives:
e To examine the effect of financial factors on rural youth’s Entrepreneurial Business
performance MSEs in the study area.
e To identify the effect of Infrastructure factors on rural youth’s entrepreneurial business
performance on MSEs in the study area.
e To analyze the effect of access Marketing skill factor of MSEs on rural youths of entrepreneurial
business performance MSEs in the study area.
e To examine the effect of legal and regulatory factors on rural youths entrepreneurial business

performance on MSEs in the study area.



e To examine the effect of access to business information performance of rural youth’s

entrepreneurial business performance on MSEs in the study area.

1.4 Research Hypothesis

The main aim of this study would be to examine the factors that affecting rural youth Entrepreneurial
Business performance in case of Micro and Small Enterprises operating in wonsho woreda, Sidama
regional state. Thus after review related literature particularly literature proxy with the study topic such
as effect of financial factor ,infrastructure factor ,access to marketing skill and strategy ,legal and
regulatory factor and business information factor the following hypothesis are developed to test.

Hal: Financial has significant effect on rural youth’s Entrepreneurial business performance in the
wonsho woreda.

Ha2: Infrastructure factor has significant effect on rural youth’s entrepreneurial business performance
in wonsho woreda.

Ha3: Access of Marketing Skill has significant effect on rural youth’s entreprencurial business

performance in wonsho woreda.

Ha4: Legal and regulatory has significant effect on entrepreneurial business performance on MSEs in

Wonsho woreda.

Hab5: Access to business information has significant effect on performance of rural youth’s

entrepreneurial business performance in wonsho woreda.

1.5 Significance of the study

This study is designed to fill the gap of on the factors that affect rural youth’s entrepreneurial business
performance of micro and small enterprise in Sidama Regional state Wonsho woreda such as financial
factor, infrastructure factor, marketing skill, legal and regulatory and business information factors of
business performance of MSEs. the results of this study could be benefit the wonsho woreda people,
MSEs, traders, government employees, government and police markers, donors or NGO and
stakeholders for their respective decision. also help future researchers in provision of information as

secondary data or serve as literature for academic arena.



1.6 Scope of the study

The scope of the study comprises of four different dimensions. The dimensions include conceptual
scope the scope of the study is to assess factors affecting rural youth’s Entrepreneurial Business
performance on micro and small enterprises. The scope of the study area is limited due to time and
resource constraints. Even if there were many factors affecting the performance of any business
enterprises this study was include only five factor such as financial factor, infrastructure factor, access
to marketing skill, legal and regulatory factor and final the business information factor. Geographical
scope the study is in delimited in Sidama regional state central zone wonsho woreda specifically in
halekena, bokaso, andegna fero and hunkute kebeles. Finally, the time scope of the study from July
2023 to Mar 2024.

1.6.1 Limitation of the study

During this research there was great challenge faced by the researcher in getting the total number of
MSEs, i.e. some managers of the MSEs and officers were not willing to give number of their customers.

On the other hand there were the problem of non-returned questionnaires.

In addition to this, limited empirical information on the entrepreneurial business performance on MSEs,
the possible unwillingness of some MSEs to respond the questionnaires can hides outcome of this study
The population of the target group is 824 and sampling size for this study is 269.For this study the
researcher used both descriptive and explanatory research design.

The study was depend only on registered MSEs in Wonsho woreda from 2005 -2015 in Ethiopian

calendar in manufacture, agriculture, service providing and trade employment sectors.

1.7 The organization of the study paper

This study was organized in to the chapters. The Chapter one introduction, background of the study,
statement of the Problem, objective of the study, general and specific objectives, the research
hypothesis, and significance of the study, scope of the Study and organization of the paper.

Chapter two: discusses both theoretical and empirical literature review.

Chapter three: discuss the research methodology.

Chapter four is data presentation, analysis, and interpretation. And Chapter five discusses summary

finding of the study, conclusion, recommendation, and future research direction.



CHAPTR TWO

LITERETURE REVIEW

2. INTRODUCTION

This chapter was deals with the related literature reviewed on factors affecting the business performance
of MSEs in wonsho woreda and also this chapter were discuss a review of different theoretical and
empirical studies in the concept of MSEs business This review has three parts. The first part describes
the theoretical review; the second part describes about review of empirical studies and the third one

dedicated to the conceptual framework of the study.

2.1. Definition of Micro and Small Enterprises

There is no universally accepted definition of micro and small enterprises as the way of defining them
depends upon the scale and structure of business in the economy and varies from country to country
Organization for Economic Co-operation and Development (OECD, 2004). And as a result different
countries have defined MSEs by using various types of measures that depend on the level of
development. According to OECD (2023), the most commonly used measure is employment, due to its
simplicity and the ease of collection of data. Turnover and assets employed can also be measured but
both are problematical. Relatively small firms (in employment terms) can have a large turnover as a

result of buying in large quantities of components.

In search of a working definition for MSEs, nations have tried to set different standards, and defined
accordingly. International Lobar Organization (ILO, 2022); cited in (Richardson, 2004) recommended
that countries, in consultation with the most representative organizations of employers and workers and
by taking national socio-economic conditions, define their MSEs. Following this, there are many
empirical evidences which show those varied definitions. By making general distinction between self-
employment, micro, small and medium sized businesses; the Eu-ropean Union followed this
convention, as indicated in Malhotra et.al. (2006) and defined as follows using number of employees

as a basic criterion.



Table 2.1: MSEs Definition in the European Union

Number of Employees Business type (nomenclature)
0 Self-employed
2-9 Micro business
10-49 Small business
50-249 Medium-sized business

Source: IFC (2010)

Table2.2: MSEs Definition in the World Bank Group

Type of Number of | Extent of total assets | Annual turnover
enterprise employees

Micro enterprise | 1-10 < US$ 100,000 < US$ 100,000

Small enterprise | 11-50 US$ 100,000-3million | US$ 100,000-3million

Source: Malhotra, M. et al. (2006).

In the case of African countries there are also varied working definitions of the micro and small
businesses. To put some, | have review in the following paragraphs.

The micro enterprise employ up to 5 employees with fixed assets (excluding land and building) not
exceeding the value of $10,000; small enterprises are those employing between 6 and 29 employees or
having fixed assets (excluding land and building) not exceeding $100,000 in Ghana (Agyapong, 2010).
And in Tanzania, micro enterprises are those engaging up to 4 people, in most cases family members
or employing capital amounting up to TZS 5.0 million while Small enterprises are mostly formalized
businesses engaging between 5 and 49 employees or with capital investment from TZS 5 million to
TZS 200 million. Commerce Trade Industry (CT1,2009).

In the case of Zambia, (Richardson et.al, 2004) reported that total capital investment and number of
workers, like Tanzania and Ghana, are employed in distinguishing micro from small businesses.
Accordingly, Micro business is any business whose total investment excluding land, machinery and
buildings does not exceed US$10,000; where the total turnover does not exceed US$ 20,000, employs
less than 10 people and registered with the ministry of commerce, trade and industry. Whereas small
business is whose total investment excluding land and buildings does not exceed US$50,000 for

manufacturing and US$10,000 for trading and services; where the annual turnover does not exceed
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US$80, employ 30 people and registered with the Ministry of Commerce, Trade and Industry. Of
course, as it is stated above, the working definition of MSEs differ among Nations; by this logic
Ethiopia’s terminology differs from other African countries. The Ethiopian ministry of Trade and
Industry (EMoT], 2020) adopted official definition of Micro and Small enterprises. Micro enterprises
are business enterprises found in all sectors of the Ethiopian economy with a paid-up capital (fixed
asset) of not more than birr 20,000, but excluding high-tech consultancy firms and other high-tech
establishments (MoT], 2020). It also states that Small enterprises are business enterprises with a paid-
up capital of more than birr 20,000 but not more than birr 500,000 but excluding high-tech consultancy

firms and other high-tech establishments.

2.2. Distinctive Characteristics of MSEs

Agyapong (2010) quoting Mensah (2004) indicated that MSEs from the different problems faced point
of view are characterized by: being dominated by one person, with the owner/manager taking all the
major decisions. The entrepreneur may possess limited formal education, access to use of technology,
market information, and access to credit from the banking sector is severely limited. Owners have weak
management skills, thus inhibiting the development of a strategic plan for sustainable growth; they
experience extreme working capital volatility; lack of technical know-how, inability to acquire skills

and modern technology impede growth opportunities.

The attraction of the MSEs as an alternative employment generator derives from the very nature and
characteristics which have made the enterprise relatively more accessible to the poor, the less skilled
and the less sophisticated (Agyapong, 2010). And he deduced that labor absorptive capacity of MSEs
is higher than the larger formal sector enterprises. In addition, their average capital cost per job created
is considerably smaller. According to him, MSEs are characterized by high labor intensity, ease of entry
and exit, small start-up and operating capital, low labor skill requirements, and they give impetus for
entrepreneurial and indigenous technological development. He further added that one characteristic that
MSEs possess in contrast to large businesses is the existence of women owners largely in these MSEs.
For example, according to him, in Tanzania, at least one-third of MSE operators are thought to be
women. In Europe, crafts and micro enterprises are characterized by strong involvement of the owner
or head of the enterprise in all steps of the work flow (financial independence, strong personal
responsibility), crafts, technical and management competencies (apprenticeship as one means of

passing on these competences), active contribution to production of products and services ( in particular
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tailor-made and single-size-products or in small quantities) and proximity to the client and local
activities (FBH, 2011).

In Ethiopia, even if there is lack of clarity, inconsistency, lack of organized information and consistent
historical data regarding the distinctive business characteristics . There is some features that distinguish
MSEs from larger scale enterprises which include; greater owner influence, dominance of one person,
more subjective decision due to centralization of decision making, close contact of the top management
with employees at lower levels and greater concern with financial matters due to difficulty of

attributable funds etc. high Commission on the Legal Empowerment of the Poor (HLCLEP, 2006).

2.3. Roles of MSEs

Micro, small and medium enterprises play key role in the economic well-being of developing countries.
They have been identified to play key roles in a society including contributing to jobs through
innovations and creativity as well as aiding human resources development; and the immediate and the
long run effect is that they affect levels of income and ultimately contributing to poverty alleviation
(Agyapong, 2010). Similarly, Liedholm and Mead (1999) found that MSEs do largely contribute to
house hold income and welfare (providing income and employment), self-confidence and
empowerment of the individual, social change, political stability, and democracy, contribution to
distributional or developmental objectives (providing new opportunities for the poor, income and rural
isolated locations) and contributions in the area of demographic change reduction in rural-urban

migration.

To review other evidence, the OECD (2004) indicated that MSMESs contribute over 55% of GDP and
over 65% of total employment in high income countries and account for over 60% of GDP and over
70% of total employment in low income countries, while contribute over 95% of the total employment
and about 70% of GDP in middle income countries.

To see the situation in Ethiopia, According to the survey conducted by Ethiopia Central Statistical
Agency (CSA,2012 )cited in HLCLEP (2006) indicated that within the MSE sector, micro enterprises
account for 99.8% of total establishments, 99.6% of employment and 94.7% of gross value of

production and 95.1% of the value added in the industry economic sector.
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2.4. The Business Environment

Basic components of business environment for growth of enterprises include sound macroeconomic
policies, aggregate demand, the structure of and access to markets, access to inputs and credit,
availability of infrastructure such as transport and communications, responsive enterprise promotion
policies as well as a supportive regulatory environment (ILO, 2006). This report illustrated the rapidly
growing economies of Asia and Latin America as testimonies of how such an enabling environment
has proved to be pretty good in expanding business opportunities and scope of generating productive

jobs.

Conceptual factors like growth opportunities within existing markets, as well as the prevalence of
untapped and profitable market niches prevailed as business cycle evolves play a major role in shaping
the opportunities of MSEs in developing countries (Liedholm, 2002). Most obviously, the overall state
of the economy directly influences the availability of profitable business opportunities. It is hardly a
surprise, then, that MSEs tend to grow more quickly during periods of overall economic growth.
Macroeconomic and relative price volatility is also an important issue, as experience has shown in Latin
America and Sub-Saharan Africa (Nichter and Gold mark, 2005). They also added that regulatory and
institutional environment in developing countries-notoriously burdensome when compared with

developed countries-frequently hampers small enterprise growth.

Specific to agribusinesses Mhlanga (2010) stated that factors such as risk management and supply chain
coordination, specialized infrastructure and support services related to compliance to international food
safety standards are the basic. Mhlanga added Business climate assessments showed most Sub Sahara
Africa (SSA) countries to be at the tail end of the environment assessment, suggesting the need for
more public sector reforms to foster competitiveness of their economies. It is evident that an

environment is the source of both business challenges and opportunities.

2.5. Challenges of MSEs

Efforts to promote the development of MSEs often involve helping entrepreneurs solve problems that
constrain their growth. To do this effectively, it is helpful to know the most serious problems (the

“binding constraint”) that small enterprises face.

Liedholm and Mead (2019) conducted a research in five African countries and found out that three

categories of problems were predominant and these include: access to capital, problems of markets,
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and access to raw materials and intermediate inputs. In their survey, they also added that the problems

seen were generally similar both in male-owned and female-owned businesses.

Ishengoma and kappel (2008) proved that investment obstacles, limited access to market and

productive resources and high tax hinder the growth potential and performance of MSEs in Uganda.

Most Ethiopian MSEs face critical constraints both at the operation and start up level. Some of these
constraints include lack of access to finance, lack of access to premise, lack of infrastructure, lack of
training in entrepreneurial and management skills, lack of information on business opportunities, social
and cultural facts, in particular deficient entrepreneurial culture and excessive corruption (HLCLEP,
2006).

According to (Hailay.G, 2003), the main problems of small businesses in Ethiopia are lack of adequate
finance, lack of credit, marketing problems and problems related to production which includes
techniques of production mostly outdated and lack of qualified raw materials at reasonable price. The
above evidences are more consistent with Stevenson and St-Onge ,(2005) which identified factors
related with market performance of MSEs in developing countries are, Lack of financial resource ,Lack
of Infrastructure ,Lack of Access Marketing Skill, Legal and regulatory environment and Access to

business information.

2.6. Policy and Support Systems of MSEs in Ethiopia

Nation’s Overall development objectives may include employment creation, productivity,
competitiveness, GDP growth, price stability; and external payments equilibrium; as well as social,
sector and regional equality including poverty reduction. Positioning MSE development policy against
national targets makes it easier to co-ordinate the relevant activities of different ministries and to
prioritize goals. It also establishes the basis for a tighter process of decision -making. Very often
official statements concerning MSE policy consist of a list of generalizations about the role of small
business in society without any details as to the priorities and potential in this respect. Until 1997, in
Ethiopia, there were no organized policy and support systems catering to the development of the MSE
sector, so structural, institutional, and policy barriers were not being addressed. Premises, markets,
finance, supply arrangements, regulatory barriers and legitimization of entrepreneurial activity are

among the most urgent (MoT], 2003).
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2.6.1. Criteria for Prioritizing MSEs for Support

As the MSE sector is highly diversified and characterized by an enormous number of problems of
varied degree and complexity. It is not possible to address the whole range of MSEs operating in
different sectors at the same time (MoT], 2021). Thus, it is necessary to target a certain group of MSEs
for the support programs. Even though the identification and selection of priority target beneficiary of
MSEs is depend on the specific condition and potential of the regions, it is believed that the following
points should be the main yardsticks for prioritizing the target of MSEs. based on local raw materials
and / or labor-intensive (local resource based), which have greater intra- and inter-sector linkages,
(particularly those having higher linkages with MSEs), which are engaged in import substitution and
with a potential for export, engaged in activities that facilitate and promote tourism etc. to sum up, the
Ethiopian National Micro and Small Enterprises Development Agency has hierarchical Agencies at

Regional and Zonal levels that are set for close and effective support system of the MSEs.

2.7. Theoretical Framework of the Study

In order to develop a theoretical framework for this study, the researcher has focused on important
empirical evidences in different study areas. In all countries of the world, central and local
governments, as well as other actors, take a number of measures to support development of MSEs
(Olayemi, J. K, 2008). He added that the measures taken by governments vary from the ‘minimalist’
approaches, where the government deals with improving the business environment, to “hand-on direct

support’ to individual firms.

Studies conducted by Clover and Darroch (2005), Martha et.al (2010), Richardson et.al (n.d.) and Rahel
and Issac (n.d.) put factors affecting rural youth Entrepreneurial Business performance of MSEs into
internal and external factors. The factors identified include lack of business premises (at affordable
rent), access to financial services, market, infrastructure, government regulations and policies, business
support services, business knowledge and managerial problems. In addition to the above empirical
evidences, Weather spoon et.al (2013) generalized that forces constraining entrepreneurial market
performance in Sub-Saharan Africa are demographic, social and cultural characteristics, economic
factors, technology base, legal and regulatory framework, and competing local MSEs. And this was
repeated by Njanja et.al (2010) in Kenya which revealed that both the external (political/legal,

economic/demographic, socio-cultural, technological and globalization) and internal business
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(management expertise, resources, individual characteristics etc.) environments are influencing

Entrepreneurial Business performance of micro and small businesses.
2.7.1 Factor Affecting business Performance

2.7.2 Financial factors

"The role of finance has been viewed as a critical element for the performance of small and medium
sized enterprises,” according to Berger et al. (2000). Previous research has brought focus to the
restricted availability of financial resources for smaller businesses in comparison to bigger
establishments, as well as the resulting impact on their growth and efficiency. According to Asma
Bouazza et al. (2015)'s investigation, SMEs' high failure rates can be attributed to their inability to
obtain external financing, which is regarded as a major obstacle to their growth. Finance and
performance in SMEs have a strong relationship in another study by Akinruwa, T. et al. (2013), with
0.000 at the 5% significant level. This highlights how money affects a business's performance in a
decisive way. Banabo and colleagues (2011) and Olabisi, et al. (2011) also found that finance has a
significant effect of the business performance.

Lack of access to external financing is considered a major challenge to the growth of SMEs, and it has
accounted for high rates of failure among those SMEs as revealed by several studies. According to
Shah et al. (2013), financial institutions behave more cautiously when providing loans to SMEs, and
SMEs are usually charged comparatively high interest, high collateral and loan guarantees. Krasniqi
(2007) finds that loan policies and collateral requirements discourage firms from obtaining loans from
banks.

Both developing and developed countries, small firms have less access to external financing, which
leads small firms to be more restrained in their operations and growth compared to large firms. A study
done by Berger, et al. (1998) in developing countries provides further evidence that SMEs face greater
financing obstacles than large firms do. Ayyagari et al. (2006) showed that financing, crime, and
political instability directly affect the rate of growth of small firms, with financing being the most
significant constraint affecting small firms’ growth. Rocha et al. (2011) analyze the most binding
constraint on firm growth in developing countries: they find that each country faces a different set of

constraints and that these constraints also vary by firm characteristics, especially firm size. However,
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across all countries, access to financing is among the most binding obstacle while other obstacles appear

to matter much less.

2.7.3 Infrastructure factors

The inadequacy of the physical infrastructure is a principle cause of low levels of investment and
unsatisfactory performance of small and micro enterprises. World Bank group international finance
corporation enterprise survey 2011 has identified poor infrastructure as a critical factor that constrain
business performance in Ethiopia. The infrastructure problem includes poor state of roads,
inaccessibility to land, work space, electricity and utility. Lack of allocation of suitable land to SMEs
in most urban and rural areas is a major impediment to growth and development. Inaccessibility to land
and lack of property rights hamper access to infrastructure and utilities by line SMEs (Mbugua et al.
2014). On his study Akinruwa, T. et al. (2013) found a critical factor affecting performance is
infrastructure with significant level of 0.001, it shows that with absence of amenities like; power, good
road network, effective communication system and readily available market that can absorb the
finishing products business may not survive. Good infrastructure facilitates have a positive effect in
reducing the cost of operation. MSEs Owners in Ethiopia indicated that lack of efficient, reliable, safe

and affordable infrastructure is affecting the performance of their business.

The physical infrastructure facilities are not adequately developed and expanded in Ethiopia to meet
the growing demand of MSEs activities. As a result, most MSEs have problems related to business
premises such as an increase in house rent, lack of basic services such as telephone lines, electricity
supply, sewerage and water services (Eshetu & Mammon, 2009). According to Commission on Legal
Empowerment of the Poor (2006), though not directly linked, inadequacy of infrastructure (road,
banking service, electricity, telecommunication and other services in facilitating smooth operation of
private investment are serious impediments. Rahel & Paul (2010) also identify that even if access to
infrastructure is not reported as a significant problem, lack of access to water and lack of awareness
about the advantages of telephones and media leads to a negative or insignificant effect on the growth
of enterprises. According to the findings of the same research most MSEs have an easy access to
transportation. But, the number of enterprises that has access to the rest of the infrastructures such as

telephone, television, radio and water are limited.
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2.7.4 Access Marketing Skill factor

In order for micro and small businesses to succeed in the long run and survive, they need to have
marketing skills such as prospect identification, excellent corporate positioning, customer service, cost-
effective advertising, and idea generation. According to Temtime and Pansiri's (2004) research,
marketing activities like product marketing, market research, demand forecasting, as well as similar
activities have a higher influence on the performance of smaller enterprises in Botswana. This is
demonstrated in their study of Small Business Critical Success/Failure Factors in Developing
Economies. in Botswana shows that; marketing activities such as product marketing, market research,

and demand forecast and so forth have a greater impact on the success of small businesses performance.

In this study customer relationship also reported as one of the important success factors of the small
business owners. From this study report one can understand the importance of marketing skills of the
business owners to be successful in their competitive environment. Pulendran, Speed and Widing
(2002), suggest that the quality of marketing planning is associated with a higher level of market
orientation. Perhaps one can argue that, better quality planning assists managers seeking to implement
a market orientation to achieve their goal, or conversely, market orientation assists planning by
providing a clear and unambiguous goal that serves to focus the planning effort. This study also
indicates that managerial functions in small enterprises are limited to routine short term focused
activities, and very little emphasis is given long term competitiveness which intern has an impact on

the long-term success and profitability of the enterprises.

2.7.5 Legal and regulatory environment factors

The regulation of businesses by laws, policies, and incentives influences economic activity in manifold
ways. It is widely acknowledged that there is no ‘optimal approach’ to regulation, meaning that the
intensity or the scope of regulating business-to-business and state-to-business relations is largely
dependent upon local conditions, private-sector needs and the interests of national policymakers (Reeg,
2015). With regard to the regulation of MSEs, governments find themselves in a position where they
have to reconcile three conflicting goals: they have to foster enterprise growth and employment growth;

they have to increase or ensure job quality; and they have to encourage formalization.

Business regulations affect whether a firm registers itself, may enhance a firm’s investments in human

or physical capital, and can deter or stimulate the adoption of new technologies. Regulations and
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policies are set in place to protect (intellectual) property rights, enforce contracts, settle disputes and
ensure that private companies uphold certain standards and contribute to common goods such as public
education, health and the environment (Klein &Hadjimichael, 2003). Research by Asma Bouazza, et al.
(2015) observes that governments that are not concerned with the promotion of small enterprises should
examine the impact of its policies and programs on the small businesses. Robert Galan, et al. (2014)
makes a similar observation that government regulation about wages, taxation; licensing and others are
among the important reasons why the informal sector business develops. Without careful attention,

government policies could crush the small business sector in any economy.

According to Lumpkin and Dess (2001) the growth of SMEs are affected by its business climate.
Chuthamas C., et al. (2011) noted that an unfavorable business climate has negative affect on small
firm growth. Brown (2007) identified competition as one of the major hindrances to the growth of small
firm. Davidsson (2016) noted that an unfavorable tax system, complicated rules and regulations can
heavily hamper small firms’ growth. Krasnigi (2007) showed that corruption is a major source of the

rise in unfair competition.

2.7.6 Access to business information factor

Information is the ‘life blood’ for business enterprises. Organizations cannot survive without
information. They need information on market, raw materials, government directions and others Access
to business information services has been identified as one area that needs attention from governments
and business services providers if the SMEs sector in developing countries is to achieve sustainable
levels of growth and development.

Many firms in Africa Operate in an information- poor environment due to lack of adequate business
support services and the poor information technological infrastructures (Oshikoya & Hussain, 2007).
Access to information has however been not given the same attention as other constraints to growth of
SMEs like access to finance, markets, technology or training. Beside, accessing business information
services has over the years been greatly enhanced with the emergence of various information and
communication technologies. In developed countries, because of well-developed information and
communication technologies (ICTs) infrastructure and easy access to computer hardware and software,
SMEs enjoy easy access to business information services.

In developing economies there are many challenges regarding ICTs infrastructure and the cost of IT

hardware and software. This in itself has created many problems in the area of business information
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services for the MSEs sector. As governments and business service providers try to address the many
challenges facing the SME sector, it is also important that the present use of ICTs in accessing business
information services be identified in order to provide more development support in this area (Levy,
2000). For the MSEs sector in developing countries, including Ethiopia to observe sustainable levels
of growth and development, availability of business information services has been identified as one

area that needs attention from governments and business services providers.

Many MSEs in Africa and Ethiopia specifically, operate in an information insufficient environment
due to lack of adequate business support services and the poor information technological infrastructures
(Oshikoya and Hussain, 2007). Access to information has however been not given the same attention
as other constraints to improve the performance of SMEs like access to finance, markets, technology
or training (Kauffmann, 2005).Availability of business information services for SMEs over the years
has been enhanced with the emergence of various information and communication technologies. In
developed countries, SMEs enjoy easy access to business information services due to well-developed
information and communication technologies (ICT) infrastructure and easy access to computer
hardware and software while in developing economies there are many challenges regarding ICT
infrastructure and the cost of IT hardware and software. This has brought many challenges in the area
of business information services for the SMEs sector. Despite the effort of governments and business
service providers try to address the many challenges facing the SME sector, it is also necessary to note
that SMEs identify and adopt the present use of ICT in accessing business information services in order

to provide more development support in this area (Levy, 2000).

A research study conducted by Cacciolatti, Fearne and McNeil (2011) indicated that SMEs that make
good use of structured marketing information services experienced higher probability of performance
growth. Mahmoud (2011) concluded that the higher the level of market information resulted in greater
the level of performance in Ghanaian SMEs. The study of Keh et al (2007) showed that there was a
positive relationship between availability and utilization of business information and the performance

of the firm.

2.8. Empirical literature review
Empirical evidence on the study in Gabon on factors contributing to the performance of Small Business

Enterprises in Botswana showed that almost 87 per cent of businesses encountered problems in the
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course of running the businesses. Problems encountered by businesses included “lack of finance” (60.9
%), “inadequate premises” (27.5 %), “lack of start-up training” (22.7 %), “lack of entrepreneurial
skills” (22.7 %), “lack of security” (22.7 %) and “managerial incompetence” (15.5 %) ( Acquach and
Mosimanegape, 2007). of micro and small enterprises (MSEs) in developing countries, according
to (Mead & Liedholm, 1998) and (Islam, 2016), are The key factors affecting the success not their
small size but their isolation, which prevents access to markets, knowledge, finance, and institutional
support. The argument that small businesses in Africa are crucial in the role they play in
employment creation and general contribution to economic growth is not new. Even while this
is true, the great majority of new businesses are one-person operations (Abera, 2012). This has
tended to ensure that the path of the micro and small business entrepreneur is always short-lived, with
the failure rate of micro and small businesses in Africa estimated at 99 percent (Katwalo, 2010).A study
conducted by (Kinyua, 2013), on factors affecting the performance of micro and small enterprises
(MSEs); the study stated that MSESs" access to finance could positively influence the achievements of

MSEs in Jua Kali sector.

Berger et al. (2007) researched the financial and infrastructural factors that influence MSE
performance. According to the findings of the study, finance plays an important role in the
performance of micro and small enterprises (MSES) businesses. Their research has revealed the lack
of financial and infrastructure resources accessible to smaller businesses compared to big businesses,

as well as the impact on their performance and development.

Lack of physical infrastructure is a major cause of low levels of investment and the
dissatisfactory performance of micro and small enterprises (MSEs). Identified poor infrastructure
as a critical factor that constrains business performance in Ethiopia. Poor road conditions,
inaccessibility to land, workspace, energy, and utility services are all part of the infrastructural
challenge. Lack of the availability of land resources to MSEs in most urban and rural areas is a major
challenge to growth and development.

Low accesses to land and lack of property rights affect access to infrastructure and utilities by line
MSEs (Ginbite, 2017). A study conducted by (Ebabu Engidaw, 2021) a study on factors affecting the
performance of small and medium-sized enterprises founded that a critical factor affecting

performance is infrastructure with a significant level of 0.000, it shows that with the absence of
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suitable infrastructures like power, good road network, effective communication system and
functional available of the market that can absorb the finishing products business may not survive. A
study was done by (Konso & Mitiku Mekonnen, 2018) on factors affecting the performance of MSEs
shortage of access to external financing is considered MSE expansion has been hampered by this
issue, which has resulted in a high percentage of failure among those businesses.

In Ethiopia’s situation MSEs are confronted by various problems, which are of structural, institutional
and economic in nature. Although the economic policy of Ethiopia paid due emphasis for
entrepreneurship values and appreciation of the sector's contribution to the economy, there are still
constraints related to infrastructure, credit, working premises, extension service, consultancy,
information provision, prototype development, imbalance preferential treatment and many others,

which, therefore, need proper attention and improvement (Schorling, 2006).

2.9 Conceptual framework of the study

The pressing problems observed in the research area so far on the poor performances of MSEs are lack
of finance, lack of reaching poorest of the poor, insufficient lack of entrepreneurial skill, and managerial
incompetence. From above mentioned variables the researcher were focus on financial factors,
Infrastructure factors, Access Marketing Skill factor, Legal and regulatory factor, and final Access to
business information factor due to its more proxy with selected topic for this study.

Figure 2.1. Conceptual Framework of the study

Independent Variable Dependent Variable

Financial factor

Infrastructure factor \

Marketing skill factor

Legal and Regulatory factor

Business Information

Source: Researchers own models



CHAPTER THREE
RESEARCH METHODOLOGY

3. INTRODUCTION

This chapter presents the description of the study area, the research design. Types and resource of data,
sample size and methods of data analysis. The researcher will use different research methods which is
suitable and appropriate with the selected research title. To achieve the research goal effectively, the
researcher was used both qualitative and quantitative data collecting methods to collect data and
inferential statistics and descriptive statistics to data analysis. Finally, summarizes the research based

on the findings.

3.1 Description of the Study Area

The study was conducted in Wonsho woreda Sidama Regional State. Bokasso is the capital town of
Wonsho woreda. Wonsho is one of the woreda among 36 woreda and six city administrations in Sidama
region. Wonsho woreda is found at a distance of 330 km from Ethiopian Capital city of Addis Ababa
and at a distance 55km from city of Hawassa. The woreda is located approximately 06°39'30" to
06°46'30" North latitude and 38°20'30" to 38°34'30" East longitude with an approximate altitudinal

range from 1978 m (West end, lower) to 2149 m (East or upper end) above sea level.

It is demarcated by north of Bursa, south of Dale, east of Aleta Wondo and West of Shebedino woreda
(WWADO, 2018). Wonsho woreda is one of the populated districts in the Sidama Region. It has a total
land area of 14313.44 and is subdivided into 19 administrative kebeles. The human population is
estimated at 109,140 of which women are 53,696 and male 55,444. The mean annual temperature is
20°C.

The area is classified in to two agro ecological zones consisting 25% highland (dega), 75% mid altitude
(woina-dega), soil type clay loam (CSA,2015). The economic activity of the Woreda is agriculture
followed by mixed farming with raring of animals. The dominant crops in the study area are coffee,
maize, barely, bean, wheat and false banana. There are two cropping seasons in the area, Belg (short
rainy season) from March to April and Meher (main rainy season) from June to September. Belg rains

are mainly used for land preparation like, seedbed preparation for Meher crops. The Meher rains are
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used for planting of cereal crops like barley, teff and wheat. Crop production activity in the area is
mainly undertaken during Meher season. Meher rains are also responsible for the growth and
development of perennial crops such as enset and coffee. Livestock also play a major role in crop
production in areas cereal production (draught power) in addition to meat and milk; it also represents
prestige and asset to the households ((Wonsho, BoA, 2022).

Figure 3.1 Map of the study area

Source: Own sketch from Google map (2023)

3.2 Research Design

Research design were the blue print for fulfilling research objectives and answering research

questions. In other words, it is a master plan specifying the methods and procedures for collecting and
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analyzing the needed information. In addition, it must ensure that the information collected is
appropriate for solving a problem (John Adams, Hafiz, Robert, and David, 2007). Descriptive research
designs are those studies which are concerned with describing the characteristics of a
particular individual, or of a group (Kothari, 2004).co relational designs provide an opportunity

for you to predict scores and explain the relationship among variables (Creswell, 2012).

The research design for this study both use a mixed research design in qualitative and quantitative
data collection and analysis methods are employed explanatory co relational research design and
descriptive research design. Descriptive research design helps to describe the factor and explanatory
research design to examine the factors which influence on Entrepreneurial Business performance in
wonsho woreda. An explanatory research design is a correlation design in which the research was
interested in the extent to which two variables (or more) co-vary, that is, where changes in one
variable are reflected in changes in the other. Explanatory designs consist of a simple association
between two variables or more than two (Creswell, 2012). And also the researcher utilized
predominantly quantitative research approach because the researcher were collect numeric data
from a large number of people using instruments with preset questions and also it helps to describe
a research problem through a description of trends or a need for an explanation of the relationship
among variables (Creswell, 2012).

3.3 Types and source of data

For this research the main sources of data to include both primary and secondary data sources. In
addition, both qualitative and quantitative data was collect from its source. Thus the researcher intended
to utilize mixed use data types. Primary data was to collect using semi-structured questionnaires from
micro and small enterprises owners. Secondary data was to collect through conducting interview with
micro and small enterprise extension coordinators (development agents), from annual reports and
research documents conducted by different authors also the micro and small enterprise Agency.
Personal interview is preferred. In order to gain feedback and for probing purposes; because individuals
may be reluctant to issues which they thought are sensitive. In addition, employees of those MSEs was
simply randomly sampling to be selected from the district area, within the time by using inferential and

descriptive statistics.
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3.4 Study population

The study was conducted in all MSEs operating in wonsho woreda  Administrative specifically
enterprise found in, Halakana kebele, Bokasso town, Hunkute kebele and Adegna ferro kebele.
Currently there are 824 owners under and sampling size for this study consisted of 269 based on
Yemane formula 1967.the study was depend only on current users of wonsho woreda enterprises report,
(2023)

3.5 Sample size

The sampling frame for this study consists 824. These individuals was participant in various kebele of
wonsho woreda. The list from which the sample was draw were obtain. Sampling frame refers to the
list of elements from which the sample is actually drawn, and is closely related to the population
(Cooper and Schindler, 2001). According to Cooper and Schindler (2011) it is a complete and correct
list of population members only. However, it is important to note that the sampling frame often differs
from the theoretical population because of errors and omissions. It is therefore a matter of judgment
when it comes to exactly how much inaccuracy one can accept while choosing a sampling frame.
Sampling refers to the process by which part of the populations in selected and conclusions are drawn
about the entire population (Cooper and Schindler, 2001).

The researcher used Yamane’ (1967) formula to calculate sample size as shown below:

Therefore, the number of the sample sizes is the summation of samples of each stratum.n = n1 + n2 +
n3

whereas, n is drawn from the total population , the sample size is determined at 5 % margin of error

and 95% confidence level using sample determination method.

n=—>x ; (Yamane, 1967). Where, n = the sample size
1+N(e)?

N = the total population
e = margin of error = 0.05.

N= 824(Source: wonsho woreda enterprise report 2023)

824

n = ——————— =269 of each stratum were determined as follows.
1+824(0.05)2
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Table 3.1. Distribution of target population

No Name of | Type of | Number of | Total Proportion of sample
kebele business individuals individuals | size
1 Halakana | Agriculture 47TMSEs=237 237
individuals 824 gog X269 =78
2 Bokaso Service 38MSEs=192 192
individuals goa ¥ 269=063
3 Hunkute | Manufacturing | 37MSEs=185 185
individuals g X 269 =160
4 Ferro Trade 42MSEs=210 210 269 —
employment | individuals 824 ¥ 47 =
68
Total 164MSEs or 824 269
owners
Sampling Proportion stratified
random  sampling
method

Source: Wonsho woreda enterprises reports (2023)

3.6 Data collection methods

In this research both qualitative and quantitative data study was collected from both primary and
secondary data sources. The mix use of these data types is from the standpoint that insufficiency and
incompleteness was minimized. Primary data was collected from micro and small enterprises with in
semi-structured questionnaires with interview. The secondary data is collected from micro and small
enterprise, rural Agriculture extension coordinators, the Micro and Small Enterprise Agency, and
Bureau of Agriculture and Extension Development Representative with interview and informal
discussion was held with extension workers about the study objectives. The second section of
questionnaire describes various factors that affect entrepreneurial Business performance of MSEs. The
researcher used a five-point Likert scale anchored to measure the argument level which is denoted by
1=Strongly Disagree, 2=Disagree, 3=Neutral, 4=Agree, and 5=Strongly Agree. The study also used
participatory methods like focus group discussion and key informants’ interviews to collect qualitative
data and other relevant information from the members. Data was selected from the district area, within

the time and analyzed by using descriptive statistics.
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3.6.1Sampling Technique

Proportional stratified random sampling technique is used in the selection of sample elements of the
sample. There are total 164 enterprises or 824 individuals in wonsho woreda or in 19 kebele. From
those enterprises 269 individual MSEs were selected by stratified random sampling selection method.
The main source of data for the study was to employees in selected areas, books, journals, documents
and web sites related to the problems were reviewed to have back ground information about the

problem.

3.6.2 Focus group discussion

To generate more information on the problem under study, the, second phase of the data collection
involved with Focus group discussion. The focus group discussion was carried out between Jan and
Feb 2024 after a preliminary analysis of the general survey results. The purpose of these was to clarify
issues from the questionnaires and quotations from these interviews were used to support the
quantitative data.

Focus group discussion were carried out among six groups and selected through simple random
sampling. Each group discussion were conducted in the respondent’s work place and lasted between
30 and 40 minutes. Discussion’ were assured of anonymity and confidentiality during the interviews
and in the reporting of the interviews. The focus group discussion was translated in to local language
from the participants. The questionnaire were prepared in both English and Amharic languages.

3.7 Data Analysis Methods

After collecting the data through questionnaire and interview, the process of analysis begins. Analysis
of data in this research was done by using statistical tools like regression and correlation model.
Regression analysis is used to know by how much the independent variable i.e. factors explain or
influence the dependent variable which is Entrepreneurial business performance. Correlation analysis
also conducted to measure the strength of the association between factors dimensions and

entrepreneurial business performance.

Quantitative research approach has been used in the study. To analyze the data, different kinds of
statistical methods including descriptive statistical tools like mean, and standard deviation has been
employed to illustrate the level of agreements of the respondents and its implication, regarding the

demographic characteristics and the variables. In addition to descriptive statistical tools, inferential
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statistical tools like correlation analysis are used to statistically identify the significant relationship
between the independent variable and the dependent variable. The multiple linear regression analysis
is used to predict the value of the dependent variable using the values of the independent variables and
to test all hypotheses in the regression model. Furthermore Analysis of Variance (ANOVA) is used to
test the significance of the regression model. All the analysis methods were assisted by the SPSS

(Statistical Package for Social Science) software Version 23.

3.7.1 Multiple linear regression and model specification

Where, Y =Dependent variable (Entrepreneurial business performance)

Y= BO+PIx+P2x+p3x+ Pdx +p5x +€0

B0 is constant term

x1, x2, x3, x4....x5 = Independent variable

B1x is regression coefficient of financial factor

B2x is regression coefficient of infrastructure factor

B3x is regression coefficient of marketing skill factor

B4x is regression coefficient of legal and regulatory environment factor
B5x is regression coefficient of business information factor

€0 = error term

3.8 Validity of the questionnaire

The study instrument will content-validated. According to Donald and Pamela (2001), content validity
is determined by an expert judgment. The university supervisors examined the instruments to find out
whether they addressed all the specific objectives of the study that they intend to measure and ensure
its appropriateness, completeness and accuracy. They were relied upon to determine whether items in

the instrument were adequate representation of all the areas that are under investigation.

3.9 Reliability Test

Pre-testing were done to enhance consistency and dependency, accuracy and adequacy of the
instruments. Consistencies of the test items were measured by the degree to which the test items

attracted similar and related responses from the samples in the pilot testing exercise.
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3.9.1 Reliability of questionnaire

Reliability is a measure of the degree to which a research instrument yields consistent results or data
after repeated trials. Kothari (2009), reliability refers to consistency of measurement; the more reliable
an instrument is, the more consistent the measure. The researcher was used split-half procedure to test
the reliability of the questionnaire through piloting. The split-half reliability technique involves
splitting items in a scale into two halves and correlating the results of each half with each other. If the
correlations are high, then both parts of the scale are deemed to be measuring the same construct. A
test will be administered to a group of 5 respondents at random. The test was split into halves (each
half is an alternative form); finally the results from one half were correlated with the results from the
other one half to determine the reliability.

3.10 Reliability Test

Pre-testing were done to enhance consistency and dependency, accuracy and adequacy of the
instruments. Consistencies of the test items were measured by the degree to which the test items
attracted similar and related responses from the samples in the pilot testing exercise. In order to
determine the reliability of the questionnaire in the study, Cronbach alpha was computed for each of
the five independent variables and for the one dependent variable. The reliabilities (Cronbach alphas)
were presented in table. The reliability test is an important instrument to measure the degree of
consistency of an attribute which is supposed to measure. As stated by Mahon and Yarcheski (2000).the
less variation of the instrument producing in repeated measurement of an attribute the higher its
reliability. Reliability can been quoted with the stability, consistency, or dependability of a measuring

tools internal reliability (Hairetal.2003).
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Table 3.2.Cronbach alpha for factors of Entrepreneurial Business Performance of MSEs

[No Factor of MSEs performance Number of Item Cronbach's Alpha
1 |Financial 5 .860
2 |Infrastructure 5 786
3 | Marketing skill 5 783
4 | Legal and Regulatory 5 .798
5 |Business information 5 823
6 |Business Performance 5 821

Source: Survey Result (2024).

According to Mcmillian and Schumacher (2010), a good rule of thumb is that the reliability needs to
be 0.7 or higher. This means that in this research all the variables have reliability values greater than

0.7 as shown in the above table. This indicates that the reliability is accepted.

3.11 Ethical considerations

Researcher provided adequate and clear explanation on the purpose of the study to the respondents and
their voluntary participation and consent required. Respondents were also assure of confidentiality of
the information that they provided since they was not require to indicate their names on (anonymity)
questionnaires thus hiding their identities.as explained earlier before beginning field work the
researcher requested permission from the Wonsho woreda MSEs to conduct the research. The
researcher was proceed to seek permission from the selected micro and small scale enterprise to be
studied.. It also maintained consistency for all respondents. The letter, which is in the appendix,
acknowledged the respondents’ rights to voluntarily participate in the study and to withdraw at any

time so that the respondents was not force or coerced to participate in the study.

The purpose and procedures of the study was communicated in the letter or explanation. Respondents
were also notified of their right to ask questions, get feedback from the findings and have their privacy
respected and to be informed of any benefit arising from the study (Creswell, 2003:64 - 65). The
researcher made sure that accurate information was provided to respondents and officials. As Creswell
(2003:67) notes, research was committed to the avoidance of words, phrases or language that are biased

a person because of gender, ethnic group, age, religion or disability.
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CHAPTER FOUR

4. RESULTS AND DISCUSSION

This chapter presents the end result of the study in which quantitative techniques were used in

Analyzing the data. Out of 269 questionnaires distributed for the selected members of MSEs 261 were

returned giving a response rate of 97.02 percent.

This part of the questionnaire requested a limited amount of information related to personal and
professional characteristics of respondents. Accordingly, the following variables about the respondents
were summarized in table 4.1. These variables include: Sex, age, educational level and type of business,
work experience. The results from the collected data and their respective interpretations. The following
sub-chapters covered the general information of respondents, which involves analysis of the
demographic information o f respondents, Pearson Correlation, the descriptive and inferential statistics
employed to test the hypothesis and to investigate the influence of independent variables on dependent
variable. To analyze the collected data in line with the overall objective of the research undertaking,
statistical procedures were carried out using SPSSversion23. The theories in Chapter two not only
describe the models which help to find out the results for this research, but also support in explaining

the received results throughout this chapter.

4.1Descriptive analysis

4.1.1. Response rate

A total of 269 questionnaires were distributed to MSEs Operators in four kebele in Sidama regional
state central zone wonsho woreda. Four type of business were selected to assess the influence of
independent factors on the business performance of MSEs. 261questionnaires were filled up and returned
making the responserate97.02percent.This indicates that, the respondents were committed to give
information relevant to the research understudy. Further investigate is made to check if the respond to
each item in the survey is perfectly addressed and it is found that 8(2.98) questionnaires are incomplete
which implies a 97.02%response rate. Unreturned the eight questionnaires that are found to be
incomplete or non-usable this relied on 261 questionnaire to generate the necessary data useful to

conduct analysis.
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Table4. 1. Response rate on questionnaire distributed to MSEs operators

Response rate Frequency Percent
Response 261 97.02
Non response 8 2.98
Total 269 100

Source: Survey result (2024)

4.1.2. Analysis of Demographic Variables

In this part of the study the researcher aimed to present the result of respondents back ground and
personal information like gender, age, educational level, experiences of operators in the business and
the type of business sectors they engaged. The aim of demographic variables analysis is to get personal
information that can influence business activities and success of micro and small enterprises in Wonsho

woreda.

Table4. 2. Demographic characteristics of respondents

Demographics | Categories Frequency Percent
Male 197 75.5
Gender Female 64 24.5
Total 261 100.0
18- 25 years 21 8.0
26 -35 years 184 70.5
Age 36 - 45 years 39 14.5
above 45 years 17 6.5
Total 261 100.0
1-4 years 98 37.5
5-8 years 150 57.5
Work Experience | 9-12 years 10 3.8
above 12 years 03 1.1
Total 261 100.0
Educational Below high school 21 8.0
Level High School 50 19.2
Certificate and Diploma 164 62.8
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Bachelor Degree above 26 10.0
Total 261 100.0
Manufacturing 35 13.4
Service providing 34 13.0
Types of i
_ Agriculture 134 51.4
Business Sector
Trade employment 58 22.2
Total 261 100.0

Source: Survey result (2024)

As it is stated in table 4.2 from out of 261 respondents’ 75.5percent were male while there main
24.5percent of there pendants were female. This indicates that majority of the respondents were male.

This implies that female participation was lowering relative to male.

As described in table 4.2 about 8.0 percent of the respondents are in the age interval of 18 to 25
whereas 70.5 percent of the respondents are in the age interval of 26 — 35 in the age interval
14.5percent of the respondents are in the age interval of 36 to 45 years and 6.5 percent of the
respondent are in the age above 45 years. From this we can infer that majority of the respondents

are young and productive.

As it is also depicted in the tables 4.2 above, 37.4 percent of the respondents have worked 1
between 4 years where as 57.5 percent of the respondents have work experience between 5 to 8 years
while there maining.3.8percent the respondents have work experience between 9 to 12years and
1.1percent of the respondent have work experience above 12 years. This implies that majority of the
respondents are good on establishing, maintaining and enhancing long —lasting relationships with

customers in order to improve business performance.

As far as the educational qualification of respondents is concerned table4.2 depicts that about
19.2percent of the respondents were High school where as 62.8percent were certificate and Diploma
10.0 percent of the respondent were BA degree holders and above and 8.0percent of the respondents
were below high school. From this data we can infer that the educational status of the given individuals
has a great value to do with efficiency and effectiveness.
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4.2. Nature of MSE in the Study Area

There are different varieties of MSEs in different places. In the study area seven, types of MSEs are
documented by micro and small enterprise office in Wonsho woreda. These are Agriculture, metal and
wood work, food processing, Sheep breeding, textile and cloth, construction, service sector,
Manufacturing and trade employment. But the later three are insignificant in number. Agriculture,

Manufacturing, trade employment and Service providing, are investigated in the study area.

4.2.1 Type of business in the study area

Type of business

125—

100

Frequency
g

S0

25—

T T T T
Manufacture Service providing Agricutture Trade employment

Type of business

Source :( Own survey data, 2024

Figure 4.1. Types of MSE in the study area

The result of this study showed that, the Agriculture sector takes highest share 51.3% followed by Trade
employment 22.2%, Manufacturing takes the least share 13.4%. And service providing Agriculture
accounts 13% on aggregate of the respondents from Wonsho woreda Agriculture enterprise activities
includes making sheep breed, different food spices like Maize, potato, Teff, and other cereal crops. The
reasons for highest share of agriculture sector in the study area different agriculture scoter aggregated.
Service providing Sector this study includes tea and coffee, cafe, hotel, barber shop, and beauty salons
etc. Manufacturing enterprise Metal and wood work enterprise includes door and window making,

different household, and office equipment’s made from wood.

4.2.2 Descriptive Statistics Analysis
Interpreted to explain a group of dimensions (Brayman &Bell, 2007). The researcher used all

respondents’ (n=261) responses from the questionnaire by using SPSS version 23; and MS Excel 2007
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for overall mean computation of each scale items for the variables financial factors, infrastructure
factor, marketing skill factors, legal and regulatory factors and business information the business

performance of MSEs.

Standard deviation is a widely used measurement of variability or diversity used in statistics and
probability theory. It shows how much variation or "dispersion” there is from the average (mean, or
expected value). A low standard deviation indicates that the data points tend to be very close to the
mean, whereas high standard deviation indicates that the data are spread out over a large range of
values. The minimum and maximum values are also considered to show exact answers of the
respondents of the questionnaire; because they are not all incorporated in that mean (average) value
only. The sample mean is to show the majority of respondents as best predictors of the population and

hence to infer for others.

This part explains factors that affect the performance of MSEs. Descriptive statistics is presented in the
form of mean and std. deviation to demonstrate the level of agreement/disagreement of operators
/owner managers with their implications to MSEs. The response of the operators /owner managers for
the variables indicated below were measured on five point Likert scale with a code of 1= strongly
Disagree, 2= Disagree, 3= Neutral, 4= Agree and 5= strongly Agree. While making interpretation of
mean and standard deviation the scales are designed as follows to make the interpretation easy and
clear. Higher standard deviation indicates that dispersion/variation in owners/operators response

whereas the lower standard deviation indicates that lower variation in the owners /operators response.

Table4. 3. Measuring parameters of Mean and Standard deviation

No | Parameter Result

1 |1 Strongly Disagree
2 |2 Disagree

3 |3 Neutral

4 |4 Agree

5 |5 Strongly Agree

Source: (al-Sayaadet.al,2006)
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4.2.3Analysis of Financial Factors

Table4. 4. Responses towards Financial factor

N=261

No | Financial factor. SD |DA |[Neu |A S.A | Min | Max | Mea | Std.

1 Credit institutions are | 111 |23 | 22 87 18 1 5 253 | 1.479
sufficient to access loans | 42.5 | 8.8 | 8.4 33.3 | 6.9

easily.

2 | There are governmental | 35 164 | 35 26 1 1 5 221 | .812
funds to support MSEs | 13.4 | 62. | 13.4 | 10.0 | 0.4
businesses. 8

3 | The interest rate charged | 50 147 | 44 19 1 1 5 213 | .819
by banks and other

19.2 |57. |163 |73 |04
lending institutions is

unreasonably high. *
4 There are non- | 43 173 | 28 17 1 4 207 |.728
governmental
organizations (NGOs) [ 165 |66. | 105 | 6.5
funds to support my 3
business
5 | Access to finance is a | 41 165 | 43 14 1 1 5 211 | .740

major challenge that
157 |63. |153 |54 |04

affects the growth of our

business

Grand Mean 1 5 2.21 | 0.9156

Note that: SD = Strongly Disagree, DA= Disagree, N=Neutral, A= Agree and SA= Strongly

Agree, Std = Standard deviation, Min. = Minimum and Max. = Maximum.

Source: Field survey (2024)
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Table 4.4 has a minimum value of 1 and a maximum value of 5.As indicated in table 4.4 above most
of the respondents 87(33.3%) agreed that for the statement “Credit institutions are sufficient to access
loans easily”. In addition to this 18(6.9%) of the respondents strongly agreed on the item. The rest
22(8.4%), 111(42.5%) and 23(8.8%), responded neutral, strongly disagree and, disagree to the
questions respectively. The results imply that the performance of MSEs mostly affected by financial
factors in the study area. The mean result (2.53%) also shows that respondents disagreed that they
Credit institutions are insufficient to access loans easily. as it is presented in the table 4.4 above, only
(10.0%) of the respondents’ agreed and 0.4% of the respondents also strongly agreed to item 2 and
13.4% of the respondents’ neutral on the issue. In contrast 62.8 and 13.4 percent of the respondents
disagree and strongly disagree respectively with the statement “There are governmental funds to support
MSEs businesses”. The mean result (2.21 also indicated that respondents disagreed for this item. From
this governmental funds not support MSEs businesses.

As shown in table 4.4 above, 7.3 % of respondents agreed in that their “the interest rate charged by banks
and other lending institutions is unreasonably high”. Plus to this 0.4 percent of the respondents strongly
agreed on this item. In contrast, 19.2 and 57.4 percent of the respondents strongly disagreed and
disagreed respectively. The mean result (2.13) also shows that respondents disagreed for this item (The
interest rate charged by banks and other lending institutions is unreasonably high) this implies that the interest
rate charged by unreasonably high has negative impact on business performance.

As it is presented on the table 4.4, most of the respondents (6.5 %) agreed and Most of the respondent
(16.5) and (66.3 %) of the respondents strongly disagreed and disagreed respectively. The mean value
(2.07) also shows that respondents disagreed for this item. (There are non-governmental organizations
(NGOs) funds to support my business) (This implies that not enough funds to support our business.

As it is presented in the table 4.4 above, (5.4%) of the respondents’ agreed and 0.4% of the respondents
also strongly agreed to item 5 and 15.3% of the respondents’ neutral on the issue. In contrast 63.2 and
15.7 percent of the respondents disagree and strongly disagree respectively with the statement “Access
to finance is a major challenge that affects the growth of our business”. The mean result (2.11 also indicated
that respondents disagreed for this item. From this finance Access is a major challenge of growth of our
business.In table 4.4 above, based on the criterion stated under table 4.4 above, grand mean value of
the items fall at “Disagree level”. This indicates that all cases are critical factor which hinder business

performance of MSEs in the study area. The mean value and standard deviation clearly shows

38



respondents disagreement on the variables. The grand mean value of (2.21) shows that financial factors

of mostly affect the business performance of MSEs.
4.2.4 Analysis of Infrastructure Factors

TABLE4. 5. Responses towards Infrastructure Factors

N=261

No | Infrastructure factor S.D |DA |Neu | A S.A | Min | Max | Mean | Std.

1 | There are frequent electric | 113 | 24 32 80 12 1 5 244 | 1.417

power interruptions

433192 |123 |30.7 | 4.6

2 | Thewater supply systemis | 49 | 157 |34 21 1 5 2.10 |.795

insufficient and  with

. ) 18.8 | 60.2 | 13.0 | 8.0
frequent interruption

3 | There is adequate road | 102 | 23 49 76 11 1 5 251 | 1.369

access in my business area

39.1 188 [188 |29.1 |4.2

4 | The transportation service | 25 | 140 | 80 15 1 1 5 2.34 | 0.745

is insufficient and not

quick. 9.6 |53.6 [30.7 |57 |04

5 |we have got technology |21 |142 |74 23 1 1 5 2.39 | .775

support from a micro and

o 80 |544 |284 |88 |04
small institute

115 2.356 |1.02

Grand Mean

Note that: SD = Strongly Disagree, DA= Disagree, N= Neutral, A= Agree and SA= Strongly Agree,

.Std= Standard deviation, Min. = Minimum and Max. = Maximum.

Source: Field survey (2024).

Table 4.5 has a minimum value of (1) and a maximum value of (5). From the table shown 4.5above,
we can see that 30.7 percent of the respondents agree with the statement “There are frequent electric
power interruptions” and 4.6 percent of the respondents strongly agree on the issue. On the other hand

12.3 percent of the respondents neutral on the item. On the contrary, 9.2and 43.3 percent of the
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respondents disagree and strongly disagree respectively on the issue. The mean value 2.44result implies
that the performance of the business also affected of frequently electric power interruptions of business
performance of MSEs

The other drawback identified in Micro and Small enterprises is the water supply system is insufficient
and with frequent interruption. Since they don’t have their sufficient or with poor infrastructure and are
detached from the large enterprises which affect the Micro and Small Enterprises (Liedholm, 2002).
From the above table it is possible to see that most of the respondents (8.0%) of the respondents agreed
on questions forwarded about the water supply system is insufficient and with frequent interruption.
In addition issue 13.0 percent of the respondent’s neutral on the statement. In contrast, and 60.2 and

18.8 percent of the respondents’ disagreed and strongly disagreed. The mean result (2.10) also indicated

that respondent disagreement to the statement. This indicates that lack of sufficient water supply system

affects their MSEs performance.

Even though the government pays more attention on the construction and expansion of infrastructure,
the infrastructure are constructed to the manufacturing of micro and small enterprises are located far

from rural area.

As it is presented on the table, the majority of the respondents 29.1 percent of the response showed
agreed to the item. In addition to this 4.1 percent of them strongly agree and 18.8 percent of the
respondents’ neutral to the statement.

On the contrary, 8.8 and 39.1 percent of the respondents’ gives disagreed and strongly disagreed
responses respectively. The mean result (2.51 also indicated that respondents disagreement on the item.
From the result we can conclude that the business performance of MSEs highly affected by in Wonsho
Woreda central zone.

From the table 4.5 we can see that the response of respondents on possessing of “The transportation
service is insufficient and not quick”. As it is presented on the table, the majority of the respondents
53.6 percent of the responses disagreed to the question. In addition to this 30.7 percent of them gives
neutral and 9.6 percent of the respondents’ strong disagreed to the item. 5.7 And 0.4percent of the
respondents agreed and strong agreed responses respectively.

The mean result (2.34) also indicated that respondent disagreement on the item. From the result we
can conclude that the business performance of MSEs affected by transportation service is insufficient
and not quick.
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From the table 4.5 we can see that the response of respondents on possessing of suitable from the table
4.5 we can see that the response of respondents on possessing of suitable “There is adequate road access
in my business area”. As it is presented on the table, respondents 54.4 percent of the response showed
disagreed to the item. In addition to this 8.0 percent of them strongly disagreed and 28.4 percent of the
respondents’ neutral to the statement.

On the contrary, 8.8 and 0.4 percent of the respondents’ gives agreed and strongly agreed responses
respectively. The mean result (2.39) also indicated that respondent’s disagreement on the item. From
the result we can conclude that the business performance of MSEs highly affected by lack of technology
support from a micro and small institute in Wonsho Woreda Sidama Regional state central zone.
Table 4.5 above presents the infrastructure factors affecting business performance of MSEs. The overall
mean score of this variable is 2.35. According to the criterion set under table 4.3, the mean value falls
at “Disagree level” of the response rate. It has also the overall minimum mean value of 2.10 that falls
around “disagrees level” and maximum mean value of 2.51 equivalents to disagree level for five
infrastructure factor items. The overall mean value of this item implies that respondents were not

decided on infrastructure.
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4.3 Analysis of Marketing Skill factors
Table4. 6. Responses towards Marketing Skill Factors

N=261
No | Marketing Skill Factors | S.D | DA | Neu |A S.A | Min | Max. | Mean | Std.
1 | Access to business |19 |138 |86 18 1 4 2.39 124
information affects the =3 1529 1300 169
performance of my
business
2 | We have inadequate |28 |142 |68 23 1 4 2.33 784
market access for my
product/service 544 1261 |88
10.7
3 | We have problems of |21 |137 |76 27 4 2.42 .783
formulating  marketing
80 |525 |29.1 |10.3
strategy
4 Business information is | 25 | 128 |81 27 1 4 2.42 .803
readily available in this
9.6 |49.0 |31.0 |10.3
market
5 | Lack of establishing a|34 |136 |65 26 1 4 2.32 824
market network 13.0 (521 (249 |10.0
Grand Mean 1 5 2.237 |0.783
Note that: SD = Strongly Disagree, DA= Disagree, N= Neutral, A= Agree and SA= Strongly Agree,
.Std.Dev= Standard deviation, Min. = Minimum and Max. = Maximum,

Source: Field survey (2024).
In table 4.6 above 6.9 percent of the respondents agreed respectively concerning Access to business

information affects the performance of my business and 30.0 percent of the respondents’ neutral on the

item.
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Based on the criterion stated under table 4.6 above, mean value of all items was fall at “disagree level”.
This indicates that all stated items are critical challenges which hinder business performance of MSEs
in the study area. The mean value and standard deviation clearly showed respondents disagreement on
the variables.

On the contrary, 52.9 and 7.3percent of the respondents’ disagreed and strongly disagreed to the
question. The result implies that the business performance of MSEs greatly affected by access

information affects business performance of MSEs

In the same table 4.6 above, 8.8 percent of the respondents’ agreed respectively. 26.1 percent of the
respondents’ neutral on the issue. In contrast, 54.4 and 10.7 percent of the respondents disagree and
strongly disagree on the item “We have inadequate market access for my product/service”. The mean
value of (2.33) also shows that respondents disagreed for this no inadequate market access for my
product/service has a mean value of (2.33) and standard deviation (0.783). From this we can also
conclude that, have no adequate market access for our product/service so affects the business e

performance of their MSEs.

Table 4.6 showed respondents’ responses on We have inadequate market access for my
product/services. In table 4.6, most of the respondents 54.4 and 10.7 percent of the responses disagree
and strongly disagreed on the item. We have of inadequate market access for my product/service. 26.1
percent of the respondents are neutral on the issue. In contrast, 8.8 percent of the respondent’s response
agreed respectively on we have of inadequate market access for my product/service. This implies that

the performance of MSEs is also affected by Lack of inadequate market access for my product/service.

Table 4.6 has a minimum value of (1) and a maximum value of (5). Access to business information
affects the performance of my business has a mean (2.39) and standard deviation (0.724) We have
inadequate market access for my product/service Duties has a mean value of (2.33) and standard
deviation (0.784), We have problems of formulating marketing strategy has a mean value of (2.42) and
standard deviation (0.783), Business information is readily available in this market as a mean value of
(2.42) and standard deviation (0.803). Lack of establishing a market network has a mean value of
(2.32) and standard deviation (0.824)

In table 4.6, the grand mean value of (2.237) so that marketing skill factor greatly affect the business

performance of MSEs in the study area.
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Based on the criterion stated under table 4.6 above, mean value of all items was fall at “Disagreed”
level. This indicates that all raised items (issues) are critical challenge which hinder business

performance of MSEs in the study area.

Table 4.6 above discussed factors related to marketing factors that affect MSEs business performance.
The overall mean score of this variable is 2.237. According to the criterion in table 4.3, the mean value
falls at “disagree level”. It has also the overall minimum mean value of 1 equivalents to strongly
disagree level and maximum of 5 strongly agree level for five scale marketing skill the business items
of the variable. The mean score of this variable implies that marketing skill factors hinder the MSEs

business performance in study area.

4.3.1Analysis of Legal and Regulatory Factors
TABLE4. 7. Responses towards Legal and Regulatory Factors

N=261

No | Legal and Regulatory Factors S.D |DA | Neu | A S.A | Min | Max | Mean | Std.

1 The tax levied on micro and |33 |[131 |78 |18 1 1 5 2.32 | .797
small  enterprises is not|12.6 |50.2299|6.9 |04

reasonable

2 | Bureaucracy in micro and small | 9 26 |68 [119 |39 |1 |5 3.22 | .975

enterprises  registration and 34 |100126.11456 | 149
licensing

3 Lack of government support |8 22 |74 131 |26 |1 |5 2.60 |.895
MSEs.

31 |84 |284|50.2 10.0

4 Political intervention and | 9 26 52 144 | 30 1 5 2.26 |.936
instability in MSEs

34 |10.0]19.9|552 | 115

5 Lack of accessible information | 9 12 69 139 | 32 1 5 3.6 .878
on government regulations that | 3.4 | 4.6 |26.4|53.3 |12.3

are relevant to our MSEs

Grand Mean 1 5 2.42 |0.894
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Note that: SD = Strongly Disagree, DA= Disagree, N= Neutral, A=Agree and SA= Strongly Agree,
.Std.Dev= Standard deviation, Min. = Minimum and Max. = Maximum.

Source: Field survey (2024).

In table 4.7 above 6.9 and 0.4 percent of the respondents agreed and strongly agreed respectively on
the item 1 The tax levied on micro and small enterprises is not reasonable the MSEs business
performance and 29.9percent of the respondents’ neutral on the issue. On the contrary, 12.2 and
50.2percent of the respondents’ disagreed and strongly disagreed to the question. The result implies
that the business performance of MSEs affected by tax levied on micro and small enterprises is not
reasonable.

In the same table 4.7 above, 45.6 and 14.9 percent of the respondents’ agreed and strongly agreed
respectively on the item “Bureaucracy in micro and small enterprises registration and licensing”. 26.1
percent of the respondents’ neutral on the issue. In contrast, 10.0and 3.4 percent of the respondents
disagree and strongly disagree. From this we can also conclude that there have Bureaucracy in micro
and small enterprises registration and licensing. The affects business performance of MSEs.

Table 4.7 showed respondents’ feedback on the item 3 “Lack of government support MSEs . In table
4.7, most of the respondents 50.2 and 10.0 percent of the responses agree and strongly agreed on the
item “Lack of government support MSEs”.28.4 percent of the respondents are neutral Lack of
government support MSEs done the issue. In contrast, 8.4 and 3.1 percent of the respondents ‘response
disagreed and strongly disagreed respectively. This implies that the business performance of MSEs is
also affected by government support MSEs.

As it is presented in table 4.7 above, most of the respondents 55.2 and 11.5 percent of them agreed and
strongly agreed respectively and 19.9 percent of them gives response neutral to the item “Political
intervention and instability in MSEs”. On the contrary, 10.0 and 3.4 percent of the respondents give
their response disagreed and strongly disagreed respectively on the issue. This implies that the business

performance of MSEs mostly affected by the mentioned problem above.

Table 4.7 showed respondents’ response on item 4 “Political intervention and instability in MSEs”. In
table 4.7, most the respondents 55.2 and 11.5 percent of the responses agree and strongly agreed for
the item. 19.9 percent of the respondents are neutral on the issue. In contrast, 10.0 and 3.4 percent of
the respondents ‘response disagreed and strongly disagreed respectively. This implies that the

performance of MSEs is also affected by Political intervention and instability in MSEs.
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As it is presented in table 4.7 above, most of the respondents 12.3 and 53.3 percent of them agreed and
strongly agreed respectively and 26.4 percent of them give response neutral on the issue. On the
contrary, 4.6 and 3.4percent of the respondents give their response disagreed and strongly disagreed
respectively on the issue. This implies that the performance of MSEs mostly affected.

Table 4.7 has a minimum value of (1) and a maximum value of (5). has a mean value of (2.32) and
standard deviation (0.797),the item 1 “The tax levied on micro and small enterprises is not reasonable”
has a mean value of (3.22) and standard deviation (0.975)and item 2 “Bureaucracy in micro and small
enterprises registration and licensing”, has a mean value of (2.60) and standard deviation (0.895)in the
same way item 3 “Lack of government support MSEs” has a mean value of (2.26) and standard
deviation (0.936) and item 4 “Political intervention and instability in MSES” has a mean value of (3.6)
and standard deviation (0.878). In table 4.7, the grand mean value of (2.42) reveled that legal and
regulatory factors strongly affect the business performance of MSEs in the study area.

Based on the criterion stated under table 4.7 above, mean value of all items was fall at “disagree level”.
This indicates that all problems are critical challenges which hinder business performance of MSEs in
the study area. The grand mean value 2.42 and standard deviation 0.794 clearly shows that respondent’s

disagreement on the variables.

In general table 4.7 above presents training factors which affect MSEs performance in the study area.
The overall mean value of the variable is 2.42. Based on the criterion set in table 4.3, the mean value
falls to “disagree level” of response rate. It has also the overall minimum mean value of 1 equivalents
to strongly disagree level and maximum mean value of 5 equivalents to strongly agree for the legal and
regulatory factors under the variable. The mean value of this variable implies that legal and regulatory

factors are determinant of MSEs performance in study area.
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4.3.2 Analysis of Business information factors

TABLE4. 8. Responses towards Business information Factors

N=261
No | Business information Factors | S.D | DA |Neu |A |S.A |Mi | Max | Mean | Std.
1 | Business information is |35 | 182 |35 9 1 |4 2.07 |.635
readily available 13.4|169.7| 134 |34
2 | The information available is |18 |207 |35 1 1 |4 2.07 | .463
relevant for our business 69 | 7931134 | .04
3 | The information available | 24 | 193 | 39 5 1 |4 2.10 | .557

informs us of the changes in

the business environment 92 1739149 |19

4 The information available | 31 207 | 22 1 4 1.97 467

inform us of the business

registration requirements 1191793184 104

5 | The information necessary for | 28 | 196 | 32 5 1 |4 2.05 |.552

our business growth is availed

) 10.7 7511123 | 1.9
on time

Grand Mean 1 5 2.052 | 0.534

Note that: SD = Strongly Disagree, DA= Disagree, N=Neutral, A= Agree and SA= Strongly Agree,
.Std.Dev= Standard deviation, Min. = Minimum and Max. = Maximum.

Source: Field survey (2024).

As shown in table 4.8 above 3.4percent of the respondents agree and on the item “Business information
is readily available to us”. In contrast, 69.7 and 13.4percent of the Respondents’ disagreed and strongly
disagreed respectively.13.4 percent of the respondents’ neutral on the issue. This implies that the
respondents were disagreed on the item.

In table 4.8 above 0.4 percent of the respondent’ agreed on the item “The information available is
relevant for our business”.23.0 percent of the respondents’ 13.4on the issue. On the other hand 76.3
and 6.9 percent of the respondents disagreed and strongly disagreed on the item. This implies that, this

item disagreed. Table 4.8 shows the response of respondents ‘on stated question “The information
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available informs us of the changes in the business environment”. In the table above, most of the
respondents 79.3 and 9.2 percent of them responded disagreed and strongly disagreed respectively and
14.9 percent of the respondents ‘response is neutral. In contrast, 1.9 percent of them responded agree
on the issue. This implies that, information available changes in the business environment their MSEs

performance in the study area.

Table 4.8 showed respondents’ response on the item “The information available inform us of the
business registration requirements”. In table 4.7, most of the respondents 79.3and 11.9 percent of the
responses disagreed and strongly disagreed on the stated issue. 24.3 percent of the respondents are
neutral 8.4. In contrast, 0.4 percent of the respondents were agreed respectively. This implies that the
performance of MSEs is also affected business information available registration requirements.

As it is presented in table 4.8 above, most of the respondents 75.1and 10..7 percent of them disagreed
and strongly disagreed respectively and 12.3 percent of them give response “neutral” for the item “The
information necessary for our business growth is availed on time”. On the contrary, 1.9 percent of the
respondents give their response agreed respectively on the issue. This implies that the performance of
MSEs mostly affected our business growth on time has no availed necessary information.

Table 4.8 has a minimum value of (1) and a maximum value of (5). Item 1“Business information is
readily available to us ” has a mean value of (2.07) and standard deviation 0.635 and only Business
information related factor that greatly affects the performance of MSEs. Other items “The information
available is relevant for our business” has mean value of (2.07 and standard deviation (0.463) similarly
item 3 “The information available informs us of the changes in the business environment” has mean
value of (2.10) and standard deviation (0.557). Similarly, item 4“The information available inform us
of the business registration requirements” has mean value of (1.97) and standard deviation of
(0.467).item 5 “The information necessary for our business growth is availed on time” has mean value

of 2.05and standard deviation of (0.552).

In table 4.8, the grand mean value of (2.052and standard deviation (0.534) reveled that respondents

were Disagreed for the Business information.

Based on the criterion stated under table 4.8 above, mean value of all items was fall at “Disagreed
level”. This indicates that. The grand mean value and standard deviation clearly showed respondents

Disagreed on the variables.
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4.3.3 Analysis of business Performance Indicators

Performance is the accomplishments of a given task measured against present known standards of
accuracy, completeness, cost and speed. Performance measurement is a quantifiable indicator used to
assess how well an organization or business is achieving its desired objectives. Based on this idea

performance indicators are evaluated in the following table according to the respondents response on

the questions forwarded.

Table4. 9. Responses towards Business Performance of MSEs

N=261
Business Performance of MSEs Frequency | Percent | Min. | Max. | Mean | Std.
Our business has the potential to | 261 100 1 4 2.08 0.569
grow/expand
Strongly Disagree 27 10.3
Disagree 190 72.8
Neutral 39 14.9
Agree 5 1.9
Strongly Agree 0 0
The growths of our business profit are | 261 100 1 4 2.12 | 0.559
not satisfactory
Strongly Disagree 22 8.4
Disagree 191 73.2
Neutral 43 16.5
Agree 5 1.9
Strongly Agree 0 0
The our business profitable 261 100 1 4 1.09 |0.561
Strongly Disagree 25 9.6
Disagree 192 73.6
Neutral 39 14.6
Agree 5 1.9
Strongly Agree 0 0
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our business profit increased from | 261 100 1 4 2.13 0.596

time to time

Strongly Disagree 22 8.4

Disagree 191 73.9

Neutral 39 14.9

Agree 9 3.4

Strongly Agree 0 0

Ensure the reliability and integrity of | 261 100 1 4 2.10 0.564

financial information

Strongly Disagree 25 9.6

Disagree 191 73.2

Neutral 40 15.3

Agree 5 1.9

Strongly Agree 0 0

Grand Mean 1 4 2.104 | 0.5698

Note that: SD = Strongly Disagree, DA= Disagree, N=Neutral, A= Agree and SA= Strongly

Agree, .Std. Dev= Standard deviation, Min. = Minimum and Max. = Maximum.
Source: Field survey (2024).

As shown in table 4.9 above 1.9 percent of the respondents ‘agreed on the item “Our business has the
potential to grow/expand”. In contrast, 72.8 and 10.3 percent of the Respondents’ disagreed and
strongly disagreed respectively. 14.9 percent of the respondents’ neutral on the issue. This implies that
there were not our business potential to grow/expand. So, the performance of MSEs affected by of
business growth.

In table 4.9 above 1.9 percent of the respondents were agreed on item “The growths of our business
profit are not satisfactory”.16.5 percent of the respondents’ were neutral on the issue. On the other hand

73.2and 8.4 percent of the respondents were disagreed and strongly disagreed on this item.

Table 4.9 shows the response of respondents answer on the item “our business is profitable”. In the
table above, 1.9 percent of respondents were responded agreed level respectively on the question
concerning the business profitable 14.6 percent of the respondents were gives neutral response. In

contrast, 73.6 and 9.6percent of them responded disagree and strongly disagree on the issue. The mean
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value implies that, of our business profitable no enough profitable their MSEs business performance in

the study area.

Table 4.9 showed respondents response on the item “our business profit increased from time to time”.
In table 4.9, the respondents were agreed 3.4 percent of the responses agreed on the item. 14.9 percent
of the respondents are neutral on the issue. In contrast, 73.9 and 8.4 percent of the respondents ‘response
disagreed and strongly disagreed respectively on the item. The mean value (2.13) shows that the
business performance of MSEs is also has no growth our business profit increase from continuousness.
Table 4.9 showed respondents on the item “Ensure the reliability and integrity of financial information” As
it is presented in table 1.9 percent of respondents agreed and 15.3 percent of them give response neutral
and respondents on the contrary, 73.2 and 9.6 percent of the respondents give their response disagreed
and strongly disagreed respectively on the issue.

Table 4.9 has a minimum value of (1) and a maximum value of (4).Increased customer satisfaction has
a mean value of (2.08) and standard deviation (0.56) is greatly affects the performance of MSEs. Other
The growths of our business profit are not satisfactory has mean value of (2.12) and standard deviation
(0.559),The our business profitable has mean value of (1.09) and standard deviation (0.561) and our
business profit increased from time to time has mean value of (2.13) and standard deviation of (0.596).

Table 4.9 shows the response of respondents ‘Ensure the reliability and integrity of financial information.
In the table above, 1.9 percent of respondents responded agreed respectively on the question
concerning. Ensure the reliability and integrity of financial information73.2 percent of the respondents

‘response Disagreed.

In table 4.9, the grand mean value of (2.104) reveled that all items also affect the performance of MSEs.
Based on the criterion stated under table 4.9 above, mean value items was fall at “disagreed level”. This
indicates that all stated problems are mostly affects Business performance of MSEs in study area. The
grand mean value (2.104) and standard deviation (0.569) clearly showed respondents disagreement on

the item.
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Table4. 10. Mean comparison of independent variables

No | Factors of performance (Independent | Grand Mean Rank of Grand mean
variables) Scores

1 Financial factors 2.21 4

2 Infrastructure Factors 2.35 2nd

3 Marketing skill factors 2.23 3rd

4 Legal and regulatory factor 2.42 1%

5 Business information factors 2.05 5th

Source: Field survey (2024).

As shown in table 4.10 above, the ranking of factors is used to determine the extent of contribution of
variables for the Business performance of MSEs in Wonsho woreda central zone.

Based on table 4.10 above as grand mean comparisons, factors legal and regulatory factor (2.42) is the
first determinant factors that play a great role on the business performance of micro and small enterprises
in the study area. Followed by Infrastructure Factors (2.35) Marketing skill factors (2.23) Financial

factors (2.21) and Business information factors (2.05)

4.4 Inferential Analysis

In this section, the results of inferential statistics are presented. For the purpose of assessing the
objectives of the study, Pearson’s product moment correlation coefficient and regression analysis were
performed. With the aid of these statistical techniques, conclusions are drawn with regard to the sample
and decisions are made with respect to the research questions.

Inferential analysis is concerned with the various tests of significance for testing hypotheses in order
to determine what validity data can be said to conclusions. It is also concerned with the estimation of
population values. It is mainly on the basis of inferential analysis that the task of interpretation (i.e., the

task of drawing inferences and conclusions) is performed.

Pearson’s Correlation and Multiple linear regressions are the main inferential statistical methods
employed in this study to analyze the relationships between the dependent variable business
Performance) and the independent Variables (financial factor, infrastructure, marketing skill, legal and

regulatory and business information)
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4.5 Pearson’s Product Moment Correlation Coefficient

In this study Pearson’s product Moment correlation Coefficient was used to determine whether there is
significant relationship between financial factor, infrastructure factor, marketing skill factor, legal and
regulatory factor and business information factor).The following section presents the results of
Pearson’s product Moment correlation on the relationship between independent variables and
dependent variable. The table below indicates that the correlation coefficients for the relationships

between business performance and its independent variables.

Table4. 11. Rule of thumb

Range of coefficient Descriptive of strength
+0.8to +1.00 Very strong

+0.61 to + 08 Strong

+0.41 to + 0.60 Moderate

+0.21to + 0.40 Weak

+00 to + 0.20 No relation

Source: (Bhattacherjee,2012).

Pearson's correlation coefficient (r) is a measure of the strength of the association between the two
variables. According to Sekaran, U. (2003), in research studies that include several variables, beyond
knowing the means and standard deviations of the dependent and independent variables, the researcher
would often like to know how one variable is related to another. Theoretically, there could be a perfect
positive correlation between two variables, which is represented by +1.0, or a perfect negative
correlation which would -1.0. While correlation could range between -1.0 and +1.0, the researcher
need to know if any correlation found between two variables is significant or not (i.e.; if it has occurred
solely by chance or if there is a high probability of its actual existence). As for the information, a

significance of p=0.05 is the generally accepted conventional level in social sciences research.

This indicates that 95 times out of 100, the researcher can be sure that there is a true or significant
correlation between the two variables, and there is only a 5% chance that the relationship does not
truly exist. The correlation matrix between dependent variable and independent variables are exhibited
in Table 4.12 below. The findings from this analysis are then compared against the hypotheses
developed for this study.
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Table 4.12 the relationship between (Financial, Infrastructure, Marketing skill, Legal and regulatory

Business information factors and Business performance of MSEs.

Independent variables IFC INC MSC |LandRC [BIC BP
FC Pearson Correlation |1
Sig. (2-tailed)
N
INC Pearson Correlation |678™ 1
Sig. (2-tailed) .000
N 261 261
MSC Pearson Correlatior|.662" 716" 1
Sig. (2-tailed) .000 000
N 261 261 261
Land RC Pearson Correlation |.704™ 766" 805" 1
Sig. (2-tailed) .000 000|000
N 261 261 261 261
BIC Pearson Correlation 660" 788" |58 |577 1
Sig. (2-tailed) 000 000  |ooo  |ooo
N 261 261 261 261 261
BP Pearson Correlation 867" 768 729" |790™ 755" 1
Sig. (2-tailed) .000 000  |ooo0  |ooo .000
N 261 261 261 261 261 261

**_Correlation is significant at the 0.01 level (2-tailed).

Source: Field survey (2024).

The results in table 4.12 indicated that, there is a positive and significant relationship between five independent

variables and business performance. Financial factor, Infrastructure, Marketing skill,
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Legal and regulatory and Business information. Financial factor and Business performance(r = 0.867,
p < 0.05), Infrastructure and business performance (r = 0.768, P < 0.05), Marketing skill and business
performance (r=0.729, p< 0.05), Legal and regulatory and business performance (r= 0.790, P < 0.05),
Business information and business performance (r = 0.755, p< 0.05).

Based on the criteria on table 4.12 five independent variables:-financial factor, infrastructure,
marketing skill, legal and regulatory have strong positive relationship with dependent variable

(business performance)

A strong correlation indicates that there is only small amount of error and most of the points lie close
to the regression line, a weak correlation indicates that there is a lot of error. Based (hair et al., 2006
cited in mengstu 2016) the correlation coefficient between each pair of independent variables in the
Pearson correlation should not exceed 0.9. This is because the data may be suspected to have serious
collinerity problem if the correlation value exceed 0.90. In the table above the highest correlation
coefficient is 86.7 percent that is between financial factor and business performance, which is less than

0.90. Hence, it is assumed that there is no multicollinearity problem in this research.

As it is clearly indicated in the above table 4.12, the first strong relationship was found between
financial Factors and business and performance (r = 0.867, p < 0.05), the second strong correlation exist
between Legal and regulatory Factors and business performance (r = 0.790, p < 0.05), which are
statistically significant at 95% confidence level. This implies that at 5 % level of significance, it was
discovered that financial Factors and Legal and regulatory plays an important role in determining the

performance of MSEs in wonsho woreda.

Moreover, the result on table 4.12 above further indicates that, Business information factor has third
strong correlation and Infrastructure Factors is the fourth positive correlation. There is a substantial
positive correlation between Marketing skill Factors and business performance (r = 0.729, p <0.05)
and financial Factors and performance of MSEs (r = 0.867, p <0.05), which are statistically significant
at 95% confidence level. This would imply that, the more Infrastructure Factors, financial the better

performance of MSEs.
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4.6 Regression Analysis

Regression model was applied to test how far the independent variable had influences on dependent
variable. Regression analysis was applied to portray the dependence of one variable on the other
variables (Kothari, 2004). Regression analysis in this study conducted to determine how much of one
variable depends on the other. Before applying the model for testing the significance of the variables
and analyzing the regression result, collinearity tests were conducted for identifying misspecification
of data. The value of the correlation coefficient shows the strength of the correlation, and the
regression provide with a linear model that could be used to predict values of the
dependent variable using values of the independent variable. When researchers examine more than
two variables they can extend the correlation and regression analysis to take account of these variables
but still assume that the relationship between the variables is linear.

For the multiple regression, one must decide which variable is to be the dependent
variable (also called the criterion variable) and which variables are to be the independent
variables (also called the predictor variables). In case of the current study, the dependent variable is
Entrepreneurial business Performance; symbolized by Y and the independent Variables are financial

factor, infrastructure, marketing skill, legal and regulatory and business information.
The; symbolized by X1, X2, Xs, Xa, X5 respectively. Therefore, the Multiple linear regression models

could be: Y= Po + B X1+ P2 X2 + B3X3 + PaXs+ BsXs +&

Where, Y =Entrepreneurial Business Performance
X1 = Financial factors
Xz = Infrastructure factor
Xs = Marketing skill factor
Xs = Legal and Regulatory factor
X5 = business information, e= error term

And the Bo Is the intercept that indicates the average value of the dependent variable when the
explanatory or independent variables considered constants. And each Bs represents the coefficients of
the independent variables by which the dependent variables varies in average whenever the respective
independent variables increased by one unit (Perry, 2004).
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Nevertheless, before directly embarking up on multiple linear regression analysis, it is very

Compulsory to check the Normality of the Dependent variable and Multi-Collinearity Problems

among the five independent variable.

Charts
Figure4. 2 Histogram of regression standardize residuals
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Source: Survey result output (2024).
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Figured. 3 Normal P-P plot of Regression standardized residuals.
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Figures (4.2) and (4.3) show the normal probability plot and histogram of the residuals. The plot

indicates that the points fall very close to the normal line, and the histogram indicates the standardized
residuals are bell- shaped. This implies the residuals are normally distributed.

4.6.1 Collinearity Test

We use Variance Inflation Factor (VIF) to check the multicollinearity among the independent
variables. Tolerance of greater than .1 and VIF less than 10 are good enough to minimize Collinearity
problems (Miller and Whicker, 2016). Thus the result implies that the regression model is not too much
affected by higher coloration between two independent variables.

Multi- co linearity indicates that two variables may be measuring the same thing, rather than
being related. One solution may be to eliminate one of the variables; another solution is to
combine them. As a general rule of thumb, predictor variables can be correlated with each other
as much as 0.8 before there is cause for concern about Multicollinearity. This can be checked
through VIF value; in principle VIF value of each independent variable should be less than 5

% in order to avoid Multicollinearity among the independent Variables (Gliner & Morgan,
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2000). Or tolerance of less than 0.20 or 0.10 and or a VIF of 5 or 10 and above indicates
Multicollinearity. A tolerance close to 1 means there is little Multicollinearity, whereas a value
close to 0 suggests that Multicollinearity may be a threat. Hence, in case of the current study,

the Multicollinearity diagnosis done as follows.

4.6.2 Assumptions of Multiple Regression Model
Table4. 13. Collinearity statistics test

Model Collinearity Statistics
Tolerance VIF

(Constant) 1

Financial 397 2.517
Infrastructure 226 4.420
Marketing 320 3.126
Legal and Regulatory 255 3.927
Business Information 335 2.981

a. Dependent Variable: business Performance of MSEs

Source: SPSS V2023 data analysis of Survey result, (2024).

4.6.3 ANOVA
Table 4.14 shows that there is a statistically significant effect between the
Model Sum of Df Mean F Sig
Squares Square
Regression 70.972 5 14.5 299.876 .000°
1 Residual | 12.070 252605 047
Total 83.042

Source: Survey result output, (2024).

a. Dependent Variable: Business Performance of MSEs

b. Predictors: (Constant), Financial, Infrastructure, Marketing, Legal and regulatory, business
information and dependent variable (Business Performance of MSES). It is evident that the strength of

the relationships varies. Thus emphasizing the fact that the dimensions vary in the degree to which they

59



perform their activities well, the value of F statistics 299.876 at 5 and 260 degrees of freedom is

statistically significant at 95% confidence level.

4.6.4 Model Summary
Table4. 15 .Model Summary

Model R R Square Adjusted R Square | Std. Error of the Estimate

1 .925% .855 .852 21756

Source: Survey result output, (2024).

a. Predictors: (Constant), Financial, Infrastructure, Marketing, Legal and regulatory, business information
b. Dependent Variable: business Performance of MSEs

Table 4.15 above shows the estimate of multiple regression of performance against its variables for the
sample of 261operators. The question which states that factors affect that performance of micro and
small enterprises in five sectors in the woreda is tested at 5% level of significance, it was discovered
that the performance of micro and small enterprises was determined by the above factors. Table 4.15
above explained that, the correlation between the observed value of performance and the optimal linear
combination of the independent variables financial factor, infrastructure, marketing skill, legal and
regulatory is 0.925, as indicated by multiple R. Besides, given the R Square value of 0.855, it may be
realized that 85.5 %of the variation in performance can be explained by the independent variables. The

remaining 14.5% of the variance is explained by other variables not included in this study.
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Table4.16. Coefficients

Model Unstandardized Coefficients |Standardized T Sig.
Coefficients
B Std. Error | Beta

FINANCIAL (x1) 423 034 473 7.46 .000
INFRASTRACTURE(x |.011 .030 .010 .362 000
2)
MARKETINGSKIL 046 034 .062 1.345 | 900
(x3)
LEGAL (x4) 197 .035 .255 5.698 |.000
BINFORMATION (x5) | -181 024 .257 7.671 |.000

Source: Survey result output, (2024)

a. Dependent Variable: business Performance of MSEs

Based on the above table using (standardized Beta) coefficients, the regression of the research
illustrated below: If financial factor is increase by one standard deviation, the business performance
will increase by .473 standard deviation unit. Similarly, if infrastructure is increase by one standard

deviation, the business performance will increase by .010 standard deviation unit.

Also if marketing skill is increase by one standard deviation, the business performance will increase by
.062 standard deviation unit. In the same way, if legal and regulatory is increase by one standard

deviation, the business performance will increase by .255 standard deviation unit

If business information is increase by one standard deviation, the business performance will increase
by.257 standard deviation unit.

The unstandardized coefficient B column, gives us the coefficient of the independent variables in the
regression equation including all the predictor variables as indicated below.

Predicted performance score = .321 + .423(Financial factor) + .011(Infrastructure) + .046 (Marketing

skill) +.197 (Legal and regulatory) + .181(business information).
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As it is depicted from table 4.16, the beta weight is the average amount the dependent variable increase
when the independent variable increases by one standard deviation (all other independent variables are
held constant), if financial factor is increased by one percent the performance of MSEs will increase by
47.3 percent; in the same way if infrastructure factor increased by one percent, the performance of
MSEs will increase by 1 percent. If marketing skill factor is increased by one percent the performance
of MSEs will increase by 6.2 percent.

As the legal and regulatory factor is increased by one percent the performance of MSEs will increase
by 25.5 percent. Finally as the business information factor is increased by one percent the performance
of MSEs is increase by 25.7 percent.

According to (Hair, 2000) the test will be significant if the p-value is less than 0.05. The beta coefficient
is used to determine which independent variables have the most influence on the dependent variable.
Variable with large Beta Coefficient indicates the highest contribution of the independent variable to

the variability of the Dependent variable.

The beta coefficient is used to determine which independent variables have the most influence on the
dependent variable. Further, in order to determine the relative importance of the five independent
variables, they were subjected to regression analysis. The beta () coefficients provided the relative

importance. The variable with the largest coefficient represents the most

Important variable in terms of its influence on entrepreneurial Business Performance. The next largest

coefficients represent the second most influential and so forth.
The results of Table 4.16 can be summarized as regression equation given below.
Y =.321+ .423 X1+ .011 X2 + .046 X3 + .197 X4 + .181 X5

Predicted performance score = .321 + .423 (financial) + .011(infrastructure) + .046 (marketing skill)
+.197(legal and regulatory) + .181(business information).

Hal: Financial has significant effect on rural youth’s Entrepreneurial business performance in wonsho
woreda.

Ha2: Infrastructure factor has significant effect on rural youth’s entrepreneurial business performance
in wonsho woreda.

Ha3: Access of Marketing Skill has significant effect on rural youth’s entrepreneurial business

performance in wonsho woreda.
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Ha4: Legal and regulatory environment has significant effect on entrepreneurial business performance

on MSEs in Wonsho woreda.

Ha5: Access to business information has significant effect on performance of rural youth’s

entrepreneurial business performance in wonsho woreda.

4.7 Hypotheses Testing

Hypothesis testing is the method of testing whether claims or hypotheses regarding a population are
likely to be true. The goal of hypothesis testing is to determine the likelihood that a population
parameter, such as the mean, is likely to be true. Here there are two hypotheses: null (H0), and
alternative (Ha). The null hypothesis (HO), stated as the null, is a statement about a population
parameter, such as the population mean, that is assumed to be true. The null hypothesis is a starting
point. The researcher tests whether the value stated in the null hypothesis is likely to be true. The only
reason of testing the null hypothesis is because the researcher thinks that it is wrong. An alternative
hypothesis (Ha) is a statement that directly contradicts a null hypothesis by stating that the actual value
of a population parameter is less than, greater than, or not equal to the value stated in the null hypothesis.

The significance (sig.) value expresses a value to accept or reject the alternative hypotheses. It is also

called the p-value. The p-value is the probability that the correlation is one just by chance.

In this section, proof of the alternative hypothesis is made based on Table 4.12 above for the variables
Financial factor, Infrastructure factor ,Marketing skill factor, Legal and regulatory factory, Business
information to accept. Because, to test the research hypotheses already set in chapter one, it is possible
to find out if the independent variables are significant predictors of the dependent variables. For these

test of relationships and in that way our hypotheses, the regression analysis was applied for this thesis.

Hypothesis 1

Hal: Financial has significant effect on rural youth’s Entrepreneurial business performance in wonsho
woreda

Accept the alternative hypothesis as it is indicated in table 4.12, the p value is less than 0.05 (at p=
.000), the value is highly significant. Thus, we accept the alternative hypothesis (Hal) that says
financial factor has significance effect on business performance of MSEs. P-value is 0.00 which is
absolutely less the cut-off point 0.05. Hence, the alternative hypothesis is accepted. This implies that
the financial factor has a statistically significant effect on entrepreneurial business performance. So,
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the regression has shown a positive relationship between financial factors and business performance of
MSEs.

Hypothesis 2

Ha2 Infrastructure factor has significant effect on rural youth’s entrepreneurial business performance

in wonsho woreda.

Accept the alternative hypothesis. As it is indicated in table 4.12, the p value is less than 0.05 (at p=
.000), the value is highly significant. Thus, we accept the alternative hypothesis (Ha2) that says
infrastructure has significance effect on business performance of MSEs.

P-value is 0.00 which is absolutely less the cut-off point 0.05. Hence, the alternative hypothesis is
accepted this implies that the Infrastructure has a statistically significant effect on entrepreneurial
business performance of MSEs. So, the regression has shown a positive relationship between
infrastructure and business performance of MSEs.

Hypothesis 3

Ha3: Access of Marketing Skill has significant effect on rural youth’s entrepreneurial business

performance in wonsho woreda

Accepted the alternative hypothesis if p- value is < 0.05. As it is indicated in table 4.12, above the p
value is less than 0.05 (at p= .000), the value is highly significant. Thus, we accept the alternative
hypothesis (Ha3) that says Access of Marketing Skill has significance effect on business performance
of MSEs. So, the regression has shown a positive relationship between Marketing Skill and business

performance of MSEs.

P-value is 0.00 which is absolutely less the cut-off point 0.05. Hence, the alternative hypothesis is

accepted.

This implies that ha Access of Marketing Skill has significant effect on rural youth’s entrepreneurial

business performance on MSEs in the study area.
Hypothesis 4

Ha4: Legal and regulatory environment has significant effect on entrepreneurial business performance

on MSEs in Wonsho woreda.
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Accepted the alternative hypothesis if p- value is < 0.05. As it is indicated in table 4.12, the p value is
less than 0.05 (at p=.000), the value is highly significant. Thus, we accept the alternative hypothesis
(Ha4) that says Legal and regulatory environment has significance effect on business performance of
MSEs. So, the regression has shown a positive relationship between legal and regulatory and business

performance of MSEs.

P-value is 0.00 which is absolutely less the cut-off point 0.05. Hence, the alternative hypothesis is
accepted. This implies that Legal and regulatory environment significant effect on rural youth’s

entrepreneurial business performance on MSEs in the study area.
Hypothesis 5

Ha5: Access to business information has significant effect on performance of rural youth’s

entrepreneurial business performance in wonsho woreda

Accepted the alternative hypothesis if p- value is <0.05. As it is indicated in table 4.12, the p value is
less than 0.05 (at p=.000), the value is highly significant. Thus, we accepted the alternative hypothesis
(Hab) that says Access to business information has significance effect on business performance.

P-value is 0.00 is greater than the cut-off point 0.05. Hence, the alternative hypothesis is accepted.

This implies that Access to business information has a statistically significant effect on rural youth’s
entrepreneurial business performance on MSEs in the study area. So, the regression has shown a

positive relationship between business information and business performance of MSEs.

The research is being done at 95% confidence interval. Hence, alternative hypothesis should be
accepted with reference to 5% level of significance; i.e. the hypothesis must be accepted if P- value is
less than 0.05 other
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4.7.1 Summary of Hypothesis Testing

Table4. 17. Summary of hypothesis testing
No | Variable Tool Result
Hal | Financial has significant effect on  rural youth’s Entreprencurial | Regression | Accepted
business performance in study area
Ha2 | Infrastructure factor has significant effect on rural youth’s | Regression | Accepted
entrepreneurial business performance in study area
Ha3 | : Access of Marketing Skill has significant effect on rural youth’s | Regression | Accepted
entrepreneurial business performance in study area
H4 | Legal and regulatory environment has significant effect on | Regression | Accepted
entrepreneurial business performance on MSEs in study area
Ha5 | Access to business information has significant effect on performance | Regression | Accepted
of rural youth’s entrepreneurial business performance in study area
Source: Field survey (2024).

4.9 Results of Focus Group Discussion

The researcher approached owners of MSEs in Wonsho woreda. The researcher obtains common

responses on the most issues that affect the performance of MSEs in the study area. The following

[Nlustration is drawn from the respondent’s rationalization.

There are lots of challenges mentioned by the focus group discussion that are surrounding MSE in the

study area. The pressing challenges of MSEs are listed below.

According to the focus group discussion effect of financial factor is the major challenges that MSEs

are currently facing effect of financial factor has wide range of implication on the performance of MSE

in the study area. These can done by easing the entry and provide start-up capital with credit from MFI.

In utilizing the credit giving priority to youths should always get attention. Since these deprived groups

will never be engaged in the business in order to get out of poverty unless they are getting precedence
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in credit utilization and create an adequate environment to increase the existence and availability of

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

During the focus group discussion, as the major challenge inadequate infrastructure and lack of
infrastructure that can be applicable was argued as a major challenge. Electric power is key for almost
all business enterprises. The other most important challenge MSEs facing are lack and/or inadequate
marketing skill and strategy, efficiency and effective marketing skill. According to focus group
discussion, unless this problem is addressed by the relevant stakeholders, contraction of micro and

small enterprises in the study area is certain.

The other most important challenge MSEs facing are quitting the business according to group
discussion. Legal and regulatory environment is influence the business performance of the MSEs..
Moreover, legal and regulatory to business area also affects the business environment because to Meany
kinds legal and regulatory process affect MSEs performance in the study area.

During the focus group discussion, the respondents said that business information is not that Mach
important for their MSEs development. According to their responses they prefer business information
very important expand and growth our business, which means the business information factor relevant
our business information. According to group discussion, respondents said that lack of business
information affects their performance. Because mostly they important prefer business information.
According to group discussion, business information has its own According to group discussion,

respondents said that MSEs performance affected by numerous

Factors. According to discussion performance was affected by lack of financial factor, infrastructure

factor, marketing skill factor, legal and regulatory factor and business information

Finally, questions related to factors might affect performance of business and entrepreneurial

conditions are forwarded to operators of MSEs whenever they encountered above. They respectively
responded the mentioned problems. Factor of financial and above factors. Which may greatly affect the

performance of MSEs.
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CHAPTER FIVE

5. SUMMARY, CONCLUSION AND RECOMMENDATION

5.1 Summary of Findings
In this chapter, finding of the research was summarized by answering the research objectives and
research questions. Moreover based on the research findings relevant recommendations have been

given.

The objectives of this research were to identify factors affecting rural youth’s entrepreneurial business
performance in micro and small enterprises development, to identify what factors are affecting
performance of MSEs and the transformation capacity of these enterprises to micro and small
enterprises. To achieve these specific objectives of the research, primary data were collected from 261
respondents.. The demographic information about the respondent is out of 269 questionnaires
distributed to respondents, 261 questionnaires were collected and the From out of 261 respondents’
75.5percent were male while the remaining 24.5 percent of the respondents were female. About
8.0percent of the respondents are in the age interval of 18 to 25 where as 70.5 percent of the
respondents are in the age interval of 26 — 35 and 14.9 percent of the respondents are in the age interval
of 36 to 45 years and above 46 years 6.5 percent

Also 37.5 percent of the respondents have worked 1to 4 years where as 57.5 percent of the
respondents have work experience between 5to 8 years while the remaining. 3.8 percent the respondents

have work experience between 9 to 12 years and above 12 years 1.1 percent.

The educational qualification of respondents are blow school 1 to 8 8.percent of the respondents were
High school where as 19.2 percent were certificate and Diploma holders 62.8 percent of the respondent

were BA degree holders. The remaining10.0percent of the respondents

Respondents were selected from 164 MSEs. Four focus group discussions were undertaken and
interviewed. To substantiate and draw conceptual framework of the research different literature were

retrieved as secondary source.
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Out of the proposed 5 hypotheses on factors affecting entrepreneurial business performance of MSE,
five of them known to have positive relationship with entrepreneurial business performance of MSE.

Which means all factors were statistically significant at different significance level.

These are financial factor, infrastructure factor marketing skill factor, legal and regulatory factor and

business information factor.

According to the finding from descriptive statics of variables in the study, as shown above, the ranking
of factors is used to determine the extent of contribution of variables for the startup and expansion or
performance of MSEs in Wonsho woreda central zone. Based on the result grand mean comparisons,
financial factors (2.21) were the major determinant factors that affects the performance of micro and
small enterprises followed by infrastructure factor (2.35), marketing factors (2.23), legal and regulatory
factors (2.42) and business information Factors (2.05).

As it is clearly indicated in inferential correlation section, the first strong relationship was found
between financial factors and business performance (r = 0.867, p < 0.05), the second strong correlation
exist between legal and regulatory Factors and business performance (r = 0.790, p < 0.05), which are
statistically significant at 95% confidence level. This implies that at 5 % level determining factor of

business performance of MSEs in study area.

Moreover, the result on correlation table further indicates that, financial factor has third strong
correlation and infrastructure factors and business performance (r=0.769, p<0.05) the fourth positive
correlation business information and business performance(r=0.755, p<0.05) fifth marketing skill of
business performance (r= 0.729, p<0.05) There is a substantial positive correlation between Factors
and business performance (r = 0.768, p < 0.05), and financial Factors and performance of MSEs (r =
0.867, p < 0.05), which are statistically significant at 95% confidence level. All Variable of positive

correlated with business performance of MSEs.

The correlation between the observed value of performance and the optimal linear combination of the
independent variables (financial factor, infrastructure factor, marketing skill factor, legal and regulatory
factor and business information factors) is 0.925, as indicated by multiple R. Besides, given the R
Square value of 0.855, it may be realized that 85.5 % of the variation in performance can be explained
by the independent variables. The remaining 14.5% of the variance is explained by other variables not
included in this study.
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The unstandardized coefficient B column, gives us the coefficient of the independent variables in the
regression equation including all the predictor variables as indicated below.

Predicted performance score = .321 + .423(Financial factor) + .011(Infrastructure) +.046 (Marketing
skill) +.197 (Legal and regulatory) + .181(business information).

As it is depicted that beta weight is the average amount the dependent variable increase when the
independent variable increases by one standard deviation (all other independent variables are held
constant), if financial factor is increased by one percent the performance of MSEs will increase by
47.3percent; in the same way if infrastructure factor increased by one percent, the performance of MSEs
will increase by 1 percent. If marketing skill is increased by percent the performance of MSEs will
increase by 6.2 percent. As the legal and regulatory is increased by one percent the performance of
MSEs will increase by 25.5 percent. Finally, as the business information is increase by one percent the
performance of MSEs is increase by 25.7percent.

According to the focus group discussion, financial factor, infrastructure factor, marketing skill factor,
legal and regulatory factor and business information as most important factors that impede the

Entrepreneurial business performance of MSEs in the study area.

The possible reason for this problem to happen comes from lack of financial factors The other factors
are resulted from inadequate support for MSE to infrastructure factors, lack of adequate road access,
transportation, technology, water, electricity, and other infrastructure effect of business performance of
MSEs these factor also have a critical and integrate effect on the entrepreneur business performance of
MSEs.

5.2. Conclusion

The general objective of this study is to assess the overall entrepreneurial business performance of rural
youth’s on Micro and Small Enterprise in wonsho woreda. During the investigation the researcher used
both descriptive analysis and inferential statistics and based on the findings of the research project the
researcher made conclusions by outlining following points regarding correlation analysis, the result of
the finding shows positive significant relationship between independent variable (business performance
of MSEs).

Financial factors, infrastructure factor, marketing skill factor, legal and regulatory factory and business

information factors the business performance of MSEs.
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Furthermore, the multiple linear regression analysis (The R square) implies that about eighty five
point five percent variance of business performance is attributed to financial factors, infrastructure
factor, marketing skill factor, legal and regulatory factory and business information factors.

Therefore the researcher can convincingly conclude that the independent variable. Factor affecting
Entrepreneurial business has a positive significant influence on the dependent variable in all aspect
positive relationship with business performance. As far as the relative effects of an individual
component of factors affecting Entrepreneurial business performance of MSEs is concerned the result
of multiple linear regression coefficient shows that mostly factor of financial factor has the highest
beta value which indicates the most dominant effect in determining the variation of business
performance followed by marketing skill.

The overall business performance of MSE in the study. The financial factors insufficiency of credit
institutions, high collateral requirement from banks and other lending institution high interest rate
charged by banks and other lending institution. And infrastructure factors frequent electric power
interruption, insufficient and interrupted water supply system and quick transportation service were
also the challenges of MSEs that had an adverse influence on their business performance. Marketing
factors inadequate marketing access for my product /service, lack of marketing strategy ,lack of
marketing information demand and forecasting, and poor customer relationship and handling were the

challenge that hand strong adverse effect on business performance of MSEs

Finally, the regression model was evaluated for its validity and usefulness to predict the business
performance based on the residual plot techniques and the model was found consistent with the multiple
linear regression assumptions and found valid and useful to predict the business performance and eighty
five point five of the variation was explained by the model in order to promote these enterprises in a
profitable track and prevent the fiasco on MSEs, the major stakeholder (Government) needs to work
on collaboration to improve the poor performance of MSEs in the study area.
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5.3 Recommendation

The recommendations given by the researcher to boost the entrepreneurial business performance of

micro and small enterprises are as follows.

» The study revealed that financial factor were mostly affecting factor that the business
performance MSEs operating in wonsho woreda. Therefore, should create an adequate
environment increase the existence and availability of credit institutions, that the institutions
must ease or simplify their procedure and lending criteria. These can done by easing the entry
and provide start-up capital with credit from MFI. In utilizing the credit giving priority to
youths should always get attention. The monetary policy of the country must assess and
evaluated well so that, it will not hinder the performance of micro and small enterprises
business performance. The collateral requirement of lending institutions must be reconsidered
to facilitate the growth of the micro and small enterprises of the woreda and the country.

» The study reveals that infrastructural factors were the mostly influential factor that affects the
business performance of SMEs in wonsho woreda. The provision of electric power must be
well improved. Electric power is a key for almost all business enterprises. The government of
the woreda must strengthen to eliminate the electric power supply problems and challenges.
The water supply quality and quantity must be improved and to create good transportation
access for the enterprise product the woreda government constructed roads to avoid
transportation service obstacles for business success.

» Marketing factors were revealed as one of the mostly influential factor for business
performance of MSEs. Entrepreneurs must assess the potential markets available for their
product/service in domestic / abroad. Government must support the MSEs in finding/ assessing
new markets especially in abroad. The entrepreneurs must developed adequate and appropriate
marketing strategy suitable for their product/ service. They must forecast demand based on the
adequate information. They must analyze the existing and potential foreign and domestic
competition, and device a strategy and tactics to increase their market share. They must

improve their customer relationship and handling.
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> Legal and regulatory barriers that impede MSEs growth and serves as a topic of relevance for
entrepreneurs, policymakers and scholars in this generation of entrepreneurship and innovation,
should be dealt by regarding bodies to in order to create conductive condition for the sector.

» General investigation different based on the right information is vital for the business
performance of MSEs operation. Therefore the researcher recommends that wonsho woreda
MSEs office stakeholders should give attention to the MSEs entrepreneurs, and especially the
government should work hard in the areas of accurate access of business information to micro

and small enterprise business sector

5.4. Implication for future studies

The findings of this study have raised theoretical and methodological questions that need further
investigation. To this end, the following areas for further researcher are suggested. Since the study
focuses on assessing factors affecting rural youth’s entrepreneurial business performance. The study
covered a single Woreda that is wonsho woreda in sidama center zone. There is a need of similar studies
to be conducted for the other Woredas in the zone elsewhere in Ethiopia. In addition the study focused
on business performance of MSEs.

Further will serve as research on the potentiality of rural youth’s entrepreneurial business

performance on poverty reduction and study on effectiveness of MSEs
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Appendix A
QUESTIONNAIR

HAWASSA UNIVERSITY COLLEGE OF BUSINESS
AND ECONOMICS DEPARTMENT OF MANAGEMENT
MBA STUDIES PROGRAM

Section 1: Introduction

Dear respondents,

I am a graduate student in the department of Marketing Management, Hawassa University College
of Business and Economics. Currently, I am undertaking a research entitled “Factors Affecting
Rural Youths Entrepreneurial Business Performance A case of micro and small enterprises in
wonsho woreda”. You are one of the respondents selected to participate in the study. Please assist
me in giving correct and complete information to present a representative finding on the current
status of the Factors Affecting Rural Youths Entrepreneurial Business Performance. A case of
micro and small enterprises in wonsho woreda. Your participation in entirely voluntary and the

questionnaire is completely anonymous.

Finally, | conform you that the information that you provide me will be kept confidential and
only used for the academic purpose. No individual respondents will be identified as such and

the identity of persons responding will.
Sincerely, ANDINET ASFAW
Instructions

¢+ No need of writing your name
s For Likert scale type statements and multiple choice questions indicate your

answers with a check mark (V) in the appropriate block.
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Part I1: Socio Demographic Information of Respondents
1.Gender: 1, Male (] 2, Female (]

2.Age: 1,18-25 (] 2,26-35 (__J 3, 36-45 (__J 4,46 Above( ]

3. Level of Education: 1, have no formal education (] 2,1-8 (] 3,grade8-12 (]
4, Certificate ()

5. Diploma:] 5, Bachelor’s Degree and aboveC]

4 Year of experience in the enterprise

4.1 1-4 years () 4258 years ) 4.3 9-12years () 4.4above 13C_]

5. Types of business

5.1 manufacturing ) 5.2 service providing )

5.3 agriculture ) 5.4 Trade employment )

Part 111 Factors affecting the entrepreneurial business performance MSEs

The major factors that affect the business performance of MSEs are listed below .please indicate the

degree to which these factors are affecting the performance of your business enterprises. After you

read each of the factors, evaluate them in relation to your business and then put a tick mark (\) under

the choices below. Where, 1 = strongly disagree, 2 = Disagree, 3= Neutral, 4 = Agree, 5 = Strongly

Agree
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Section 2: Table 1-5 Indicate question in relation to the factors affecting the business performance of

MSEs

2, financial factors

Agreement scale
Terms Strongly | disagree | neutral | Agree | Strongly
disagree agree
(1) ) 3) @ 10O
1 | Credit institutions are insufficient to access 1 2 3 4 5
loans easily.
2 | There are governmental funds to support 1 2 3 4 5
MSEs businesses.
3 | The interest rate charged by banks and other |1 2 3 4 5
lending institutions is unreasonably high
4 | There are non-governmental organizations 1 2 3 4 5
(NGOs) funds to support my business
5 | Access to finance is a major challenge that 1 2 3 4 5
affects the growth of my business

2, Infrastructure factors

Agreement scale
Terms Strongly | disagree | neutral | Agree | Strongly
disagree Agree
1) ) 3) @ |
1 | There are frequent electric power interruptions. | 1 2 3 4 5
2 | The water supply system is insufficient and with | 1 2 3 4 5
frequent interruption
3 | There is adequate road access in my business 1 2 3 4 5
area
4 | The transportation service is insufficient and not | 1 2 3 4 5
quick.
5 1 2 3 4 5
I have got technology support from a micro and
small institute
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3, Marketing skill Factors

Agreement scale

Items Strongly | Strongly | neutral | Agree | Strongly
disagree | disagree agree
1) ) @) @ |0
1 | Access to business information affects the 1 2 3 4 5
performance of my business
2 | We have inadequate market access for my 1 2 3 4 5
product/service
3 | We have problems of formulating marketing | 1 2 3 4 5
strategy.
4 | Business information is readily available in 1 2 3 4 5
this market.
5 | Lack of establishing a market network. 1 2 3 4 5
4, Legal and Regulatory Factors
Agreement scale
S. Items Strongly | Disagree | Neutral | Agree | Stron
No. disagree gly
agree
1) ) 3) @) [
1 The tax levied on micro and small enterprises | 1 2 3 4 5
IS not reasonable.
2 Bureaucracy in micro and small enterprises | 1 2 3 4 5
registration and licensing.
3 Lack of government supportMSEs. 1 2 3 4 5
4 Political intervention and instability in MSEs | 1 2 3 4 5
5 Lack of accessible information on government | 1 2 3 4 5
regulations that are relevant to our MSEs.
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5, Business information factors

Agreement scale

Items Strongly | Disagree | Neutral | Agree | Strong
disagree ly
agree
1) (2) 3) 4 1O
1 | Business information is readily available 1 2 3 4 5
2 | The information available is relevant for our 1 2 3 4 5
business
3 | The information available informs us of the 1 2 3 4 5
changes in the business environment
4 | The information available inform us of the 1 2 3 4 5
business registration requirements
5 | The information necessary for our business 1 2 3 4 5
growth is availed on time
Section 3: Entrepreneurial Business Performance
Agreement scale
Items Strongly | Disagree | Neutral | Agree | Strongl
disagree y agree
1) () (©) (4) (5)
1 | My business has the potential to grow/expand 1 2 3 4 5
2 | The growth of our business profit is not satisfactory. | 1 2 3 4 5
3 | The our business profitable 1 2 3 4 5
4 | Our business profit increased from time to time 1 2 3 4 5
5 | Ensure the reliability and integrity of financial | 1 2 3 4 5

information.

Section 4: Interview Questions with Micro and Small Enterprises Operators

1 To what extent business information related factors affect performance of your MSEs?

2 What are the major factors that affect business performance in MSEs?

3 To what extent infrastructure related factors affect performance of your business

4 What possible measures do you take to solve the stated problems?

5To what extent financial related factors affect performance of your Business?
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Appendix B
PAMLP -N,(B)
PAMCE AT

UPA RLACA L PN HING A DS hN hA S PG +T F/NT PNHIN AN+SLC

£UL LS TR
N&A 1: ano, @
@£ IRAR NPT
NUPA RLACAL PALHIN AT ANTPTAN NAE PAICN AT M1 EMRTF FIRUCT N&A +0P4d +0L
14 AL 0T PIMEC OMPFY 2 ML PYTL /24 A4 RRI° PTRA2Ah+: 28PF NDFF
L8 PPPPIT AINTT A VTCTELHTF 788 N7 £ON DT APhYLH im- = NG+ AL
AMA+& N+a/Mmet FPARN NPT A8 1Pt ANNPTY PINL DNMFFT 2t ML PFTL M
A& BRRIPT PARAPANF: FRPFTDPFP 1T NHIANT PO-RAT 15F ATIPLN FAAAT AT P+aBA
/B A8 ACST = 1D YT DLE PPPETT AINTE A ITCTLEHF FEL: PRCAP +AFE dop
Na>x NP LA AT APMBR A NA™k PARL M Y(D-::

NaHAATRT PIRF$CHAY aBZE NMADLC AT8MNP AT AANSTN YA NF ATLMM-A
A I°1MAL: a390 SIAAN IRAR ALPT ATLHU AL FMEI® AT IPAR ALPT T AL FM&ID:

NwAgRF 3C ANDINET ASFAW
anan/ PPF

NIRYT dBR & APNL AT
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& ALikert @HY AR1F MRARPT AG Nt IoCem, M PEPT MANTFPT NFN TRANT (V)
NI NAeh PADAR A

N&A 11: AR NT-AHN AR A PT L8
Lag:1,ove (] 24A% ]
2,08 :1118-2527 [ 2635 { p45(__)  4ih46nAe ()
3. PFIRUCT 828 : 1T aReNF FIRUCT PAATE 27 1-8 () 3i8-12h&d ()
4, emanc oers. () & 5, emEmep gl hg hiiel
NECE+ m-nm ¢ 4 4t AL
411-4ht () 4258kt (] 439-12n00% (] 44n13nAael]
5. 072 427%F
5.1 @9zt (5.2 Ara9et aeimt_)

5.3 9Ncs (_J5.4 ey9e )
NEA T CATTCTLICAT PY918 24 hE.RR9° MSEs AL +& AT PP &4 92N P$F

P MSE PF P98 A4 hE969° AL +RAT P PALG PT PT 11CF NHU NFF +HCHLPA =ANNP
ATHU 2RT10%F P1908 ECERTPY hd969° P IN-NtY £48 PanAn+k: APT1878.%7 NP+
NINM NBA DT8P IC N+LPH RI9R9Ia™ G hH P hAF NAT PCamnPF NC TPANT P&CTH (V)
PFi 1= NMI° AANTITIID F 2 = KANTRARYID T 3= TAA+T 4 = ANTHMAL T 5= NMI° ANTHAL

88



N&EA 2 : WIMZH 1-5 N MSES P1918 ¢ hd.RRT° AL +20F NQ.PAL G IR L+F IC N+I9T
mPpY PADA Rk

2, 242970 U1+Pt

ehge g2yt anAh, P
nmge AANTITRIR | 9AA+E | ANTITRAL | NMI
hANTRaRge:: sNMAAL
@ (2 3) 4 ®)
1 | eNeC +29% NeAX NEC AT TH |1 2 3 4 5
Ne heLAgP:
2 | MSEs 192%7 Adpe1§ vyt |1 2 3 4 5
TIHNTF Advs
3 | NNTITF AT NAAT ANBZ +8mF 1 2 3 4 5
P NLAM POAL A2MT PATPNT LT
nN&+g ja-:
4 | 1918,7 AGRLI& Do P PAP 1 2 3 4 5
ECEST (19N FP LAV
SCERT) 1HNT Advs
S | P&LTIN ARCNT P1Y Y918 ALTT 1 2 3 4 5
P8 FAP £ 4G 1D
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2, pmw/+ AT P PHT

ehgmgoy T anAh, P
AT nmgye AANTY@ID | JAA+E | AATREAL | Nmge
hAhagaggD:: ANTRAAL
(1) (2 (3) 4 (%)
1| n+er7m PhANTLA 22A AB&L/mT |1 2 3 4 5
hiv.
2 | P2 ARCNF NCYT NE LALY AT 1 2 3 4 5
N+2279, aok/m
3 | N9 ANNNR N PaRY78 B8R AA: | 1 2 3 4 5
4 | eF¢INTCT A1AIAT NE PALY AT 1 2 3 4 S
&MY AELATE.
5 1 2 3 4 5
N ST RINTE +29° PERTPAE & J6
AT FAL

3, PaNet huAt+ PRI P++

PNgogRyF avAh, P
APPT nmge Nmge 1AA+E | AN9Y | Nmge
AANGITY | hAHG9ay @A | Aha9A
go:: go:: v
(1) 2 (3) (4) )
1| Py @ aOZE a9o)TE PALY 1918 e RE.RRTD 1 2 3 4 5
£ina:
2| AGRCE/ATAI et Nk PINP ADSZA AAT: 1 2 3 4 5
3| PANLF NFLEE PARB/R FOCF AN 1 2 3 4 5
4| P92 ao/B NHU NP AL NPAA £7FA= 1 2 3 4 5
S| PINP @ADL ARARNLF AT, 1 2 3 4 5
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4, PU AT PR C PRI LEF

PN9ogoYF aoAh, P
nNmge AANT9 | JAA+E | AN9R9R | nmge
ANy | gox AU Ahaqay
gn:: AU
(1) 2 (3) (4) (5)
1| nmgd19  RINHE AIHCTCRHT AL |1 2 3 4 5
PAR.MAD- L IONTPFP AR LAGE,
2| neneh NeP1e RINtHE ATHCTELEHT | 1 2 3 4 5
goHING .28 AOAMF =
3| paRYNt & IETF At 1 2 3 4 5
41 n MSEs anm P7Ath MA@t AT |1 2 3 4 5
AAODZ D 0%F
S| NATRRNAPFTY IC +HMETFT NAFD- |1 2 3 4 5
PARYNF LINF AL +LR4N AO/E AADE(
5, 0798 ao/8 PR PHF
Phgogeyt anAh, P
nNmge RANTI@gR: | JAA+E | AN9RTY | Nmge
AANTyaqgD:: Al AN
aAL
(1) (2 3) (4) (5)
1 | pyoe aolB ARG HE. 10 1 2 3 4 5
PAM ABZB AL N-TT MPT, 0 1 2 3 4 5
3 | PA®- ARZE N3912 ANNM AL NAAD- 1 2 3 4 5
AR PAM-PTA:
4 | PA@- AOLE P98 GRHIN AONLCETFY 1 2 3 4 5
PAMD-$GA:
5 | AL ARIFTT ANALE aoZB NAS+ | 1 2 3 4 5
MPID AL LM-AA
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NEA 3: PN £ME 1912 RERRT

FMT PLINMx

PhgRgRyt anAn, P
nmgye AANTRRIR: | JAA+E | ANTRTRAL | NMIP
hANaggD:: ANTITAU-
1) (2 3) (4) 5)
1 | PAL 192 P9 Lo /PADN44.F hdgo | 1 2 3 4 5
AN
2 | PAT P98 FCE 0L7F AN, |1 2 3 4 5
AR LAGR.
3 | PAT 1912 FC4-T9 j@-x 1 2 3 4 5
4 | ey FC4FY hih @ 1H |1 2 3 4 5
LI ZA
S | P45 ABZEY ANtaanFyt AT | 1 2 3 4 5

N&A 4: NP PPIT RINTE A THCTEEHT ATSHCTF IC PPA PMESP B PEPT

1 N9 ¢ aolE IC 0415 F TRRATLFT NACNP MSEs hé.RR9° AL o7 PUA +&O0F PALLA?

2 N MSEs &N P32 47T P PT PT 1ICT TPIET TF@-?

3 haewl+ A9t IC P+ PP FEOTF NP ALRRTD AR 907 PUA +&0OF PALEA?

4 PHIARTT TOCT AR FF 92 ACTCEPTT TONSAU?

5 N&LTTAPA IC P+PPH TPRTLET NP ALARTD AL 90T PUA +ROF PALLNA?
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Appendix C

Reliability Statistics
[Cronbach's Alpha [N of Items

.836 6

Item-Total Statistics

Scale Mean if Scale Variance [Corrected Item- Cronbach's Alpha if
Item Deleted if Item Deleted [Total Correlation  [Item Deleted
|FINANCIAL 12.6500 .639 718 .860
INFRASTRUCTURE  |13.0500 1.048 779 .786
MARKETINGSKILL ]|12.6000 1.065 .842 783
IC‘)ERC\;(ALANDREGULAT 13.0500 972 662 .798
BINFORMATION 13.0800 1.202 .615 .823
BPERFORMANCE 13.0200 1.225 134 821
Descriptive Statistics
IN Minimum [Maximum [Mean |Std. Deviation
Gender 261 |1 2 1.25 |[431
Age 261 1 4 2.20 |673
|[Education level 261 2 5 3.75  |742
Year of experience 261 |1 4 1.69 [602
Type of business 261 |1 4 2.82 1928
"((:);e:;te;nssi'ltgutlons are insufficient to access b61 1 5 250|979
;’S:i:]eezgzsgovernmental funds to support MSEs b61 1 5 bo1  |g12
fending mttutions s nreasonabiy nigh P [ P P [
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There are non-governmental organizations
[(NGOs) funds to support my business

Access to finance is a major challenge that
affects the growth of my business

There are frequent electric power interruptions

The water supply system is insufficient and
with frequent interruption

There is adequate road access in my business
area

The transportation service is insufficient and
not quick.

we have got technology support from a micro
and small institute

Access to business information affects the
performance of my business

\We have inadequate market access for my
product/service

\We have problems of formulating marketing
strategy

|Business information is readily available in this
market

|Lack of establishing a market network

The tax levied on micro and small enterprises is
not reasonable

Bureaucracy in micro and small enterprises
registration and licensing.

Lack of government support MSEs.
Political intervention and instability in MSEs

Lack of accessible information on government
regulations that are relevant to our MSEs.

Business information is readily available to us

The information available is relevant for our
business

The information available informs us of the
changes in the business environment

261

261

261

261

261

261

261

261

261

261

261

261

261

261

261
261

261

261

261

261

94

2.07

2.11

2.90

2.10

3.16

2.34

2.39

2.39

2.33

2.42

2.42

2.32

2.32

3.59

3.56
3.61

3.66

2.07

2.07

2.10

.728

.740

1.049

.795

1.030

745

775

724

.784

.783

.803

.824

797

.975

.895
.936

.878

.635

463

.557




The_ mformafuon gvallable_ inform us of the 061 1 " 197 |a67
business registration requirements
The qurmatl_on necessary for our business 061 1 " bos 552
growth is availed on time
Our business has the potential to grow/expand 261 1 4 2.08 [569
Thfe growths of our business profit are not o61 1 " b1 |559
satisfactory
The our business is profitable 261 1 4 2.09 [561
our business profit increased from time to time 261 |1 4 2.13  |596
!Ensure tr_]e reliability and integrity of financial 061 1 " b 10 |564
information
Valid N (listwise) 261
Correlations
INFRASTR [MARKETING BINFOR |PERFOR
[FINANCIAL |ACTURE  [SKIL LEGAL |MATIONJMANCE
[Financial Pearson 678" 662" 704" |660™  |867™
Correlation
Sig. (2-tailed) .000 .000 .000 .000 .000
N 261 261 261 261 261 261
Infrastructure Pearson_ 678" 1 716™ 766™ 788" 768"
Correlation
Sig. (2-tailed) .000 .000 .000 .000 .000
N 261 261 261 261 261 261
IMarketing skill Pearson_ 662" 216 1 805" 558"  |729™
Correlation
Sig. (2-tailed) .000 .000 .000 .000 .000
N 261 261 261 261 261 261
[-egal Pearson 704™ 766" 805" 1 577|790
Correlation
Sig. (2-tailed) .000 .000 .000 .000 .000
N 261 261 261 261 261 261
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|Binformation Pearson " " " o "
. .660 .788 .558 577 1 755
Correlation
Sig. (2-tailed) 000 .000 .000 .000 .000
N 261 261 261 261 261 261
IBperformance Pearson o - . . -
P . .867 .768 729 .790 .755 1
Correlation
Sig. (2-tailed) .000 .000 .000 .000 .000
N 261 261 261 261 261 261
**_Correlation is significant at the 0.01 level (2-tailed).
Model Summary®
Std. Error of the
Model R R Square Adjusted R Square Estimate Durbin-Watson
1 9252 .855 .852 21751 1.014
a. Predictors: (Constant), INFRACTURE, FINANCIAL, BINFORMATION, LEGAL, MARKETINGSKIL
b. Dependent Variable: PERFORMANCE
ANOVA?

Model Sum of Squares Df Mean Square F Sig.

1 Regression 70.978 5 145 300.045 .000°
Residual 12.064 255 .047
Total 83.042 260

a. Dependent Variable: PERFORMANCE

b. Predictors: (Constant), INFRACTURE, FINANCIAL, BINFORMATION, LEGAL, MARKETINGSKIL

Coefficients?
Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.

1 (Constant) 321 .079 4.048 .000
FINANCIAL 423 .034 473 7.46 .000
MARKETINGSKIL .046 .034 .062 1.345 .000
LEGAL 197 .035 .255 5.698 .000
BINFORMATION 181 .024 257 7.671 .000
INFRACTURE .011 .030 .010 .362 .000

a. Dependent Variable: BUSINESS PERFORMANCE
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