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Abstract — The central objective of this inquiry was to explore the factors influencing the growth of Micro and Small
Enterprises MSEs in Kurmuk Woreda To achieve this the researcher employed a stratified random sampling technique
classifying the entire target population based on their respective business sectors The sample size determined using the Yamane
formula amounted to 134 out of a total population of 200 The study adopted an explanatory research design incorporating both
qualitative and quantitative methods of analysis Primary data was collected from MSE owners and managers through a
combination of questionnaires and semi structured interviews Qualitative assessments of both the interview responses and
survey data were conducted using SPSS version 27 The researcher also applied statistical tools The findings revealed a
significant correlation between the growth of MSEs and various factors including government support services market linkage
and entrepreneurship management as indicated by the gathered data. Infrastructure, management, financing,
entrepreneurship, and government laws, regulations, and assistance were identified as major factors influencing the growth of
MSEs from the regression analysis. According to the report, there should be improvements made to infrastructural facilities,
financial access, owner management abilities, governmental regulations, and support services to promote the expansion of

MSEs
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I. INTRODUCTION

Small and medium-sized enterprises (SMEs) have been
recognized as vital component of economic growth and
development in many countries (Endris & Kassegn,
2022)[1]. According to a World Bank report from 2022,
Small and Medium Enterprises (SMEs) constitute around
90% of businesses and contribute to over 50% of global
employment. Despite their significant role in global
economic development and job creation, SMEs in Ethiopia
face numerous challenges, including limited access to
finance, restricted market opportunities, insufficient
infrastructure, and regulatory hurdles (Tegebu et al.,
2018)[2]. The Benishangul Gumuz regional state in
Ethiopia is notably underdeveloped, marked by a high
poverty rate and limited economic prospects (Getachew,
2020)[3]. Although there have been governmental and
stakeholder initiatives to foster entrepreneurship and SME
development in the region, a comprehensive understanding
of the factors influencing the growth of micro and small
enterprises (MSEs) remains lacking (Hayelom Abrha,
2020)[4]. Consequently, there is a pressing need to
investigate the factors that either contribute to or hinder
the growth of MSEs in Kurmuk Woreda.

1. Statement of the Problem

Micro and small enterprises (MSEs), integral to the
industrial sector, are gaining prominence in the Ethiopian
economy due to their potential contributions to job
creation, poverty alleviation, and a more equitable
distribution of income and opportunities (Ojulu, 2021)[5].
Despite their critical role in fostering a competitive private
sector and driving economic growth and employment,

MSEs globally, and particularly in emerging nations, face
increasing challenges (Asgedom, 2016)[6]. However, such
tiny businesses have not been able to provide the
significant contributions required for the nation's economic
progress. The underlying issues that MSEs face that
prevent them from growing and performing well over the
long term include a lack of financial resources, a lack of
managerial expertise, a poor location, inadequate
infrastructure, a lack of demand for their goods and
services, an insufficient supply chain, corruption, and a
lack of raw materials (Chernet Tefera, 2020)[7].

2. Research Question
e What are the internal factors that affect the growth of
MSEs in Kurmuk woreda?
e What are the external factors that affect the growth of
Kurmuk woreda?
e What are the possible courses of action should be
taken in order to alleviate the problems of MSEs?

3. Research Hypotheses.
e H1: Internal Factors do have a significant effect on
the growth of MSEs in Kurmuk Woreda.

e Hla: Entrepreneurship related factor does
significantly affect the growth of MSEs in Kurmuk
Woreda.

e Hl1b: Management skill and experience related factor
does significantly affect the growth of MSEs in
Kurmuk Woreda.

e H2: External factors do have a significant effect on
the growth of MSEs In.kurmuk Woreda. H2a:
Financial related factor does significantly affect the
growth of MSEs in Kurmuk Woreda

Page. 25



7\
Nt

e H2b: Raw materials related factor does significantly
affect the growth of MSEs in Kurmuk Woreda.

H2c: Marketing related factor does significantly
affect the growth of MSEs in Kurmuk Woreda

e H2d: Government rules and regulation and support
service related factor does significantly affect the
growth of MSEs in Kurmuk Woreda.

H2e: Infrastructure related factor does significantly
affect the growth of MSEs in Kurmuk Woreda.

H2f: Technology related factor does significantly
affect the growth of MSEs in Kurmuk Woreda

4. Significance of the Study

The research will produce crucial data on the internal
and external variables influencing the growth of MSEs in
Kurmuk Woreda for the government, micro and small
businesses for themselves, and academicians and
researchers: -

The results of this study can be used by the local
government to help in developing policies and a
framework for bettering the important infrastructure,
finances, market connections, and government support
variables that have an impact on the development of
MSEs. Additionally, it helps a policymaker identify the
type(s) of policies that should be developed to support,
encourage, and promote MSEs for the reduction of
unemployment and poverty by reducing the barriers to
their expansion.

The results of this study will assist MSEs in the study
area by identifying internal and external factors as well as
providing an understanding of the advantages of utilizing
those factors to anticipate the factors that affect MSE
growth.

5. Scope of the Study

The goal of this study was to determine the constraints
limiting the expansion of MSEs in the town of Kurmuk
Woreda, Assosa Zone, Benishangul Gumuz Regional State
of Ethiopia. The justification for choosing this title is
based on the understanding that its findings aim to produce
significant outcomes to aid MSE growth by identifying
potential growth-related elements. Due to time, financial,
and human resource constraints, it is challenging to
determine the variables that are restricting the expansion of
MSE:s in Ethiopia, especially in Benishangul Gumuz in the
Assosa Zone as a whole. There fore, the study's
geographical focus will be Kurmuk Woreda

II. CONCEPTUAL FRAMEWORK

Profit is the dependent variable used to measure
business growth since it affects both internal and external
factors. Management ability, entrepreneurial factors,
governmental norms and regulations, raw material,
infrastructure, marketing, financial, and technology
considerations, on the other hand, are all independent
variables. This conceptual framework was derived through

International Journal for Novel Research in Economics, Finance and Management

www.ijnrefm.com
Volume 1, Issue 1, Nov-Dec-2023, pp: 25-34

an examination of the literature, in particular (Chernet
Tefera, 2020)[7].

Independent variable

i-j
= B

Dependent Variable

Figure: 1 Conceptual Framework
II1. RESEARCH METHODOLOGY

1. Research Design

The arrangement of conditions governing data
collection and analysis, aiming to harmonize relevance to
the study's purpose with efficiency in methodology, is
termed as research design (Kothari, 2015)[8]. To fathom
the connection between dependent and independent
variables and gauge the intensity of their association, the
researcher employed an explanatory research design.

2. Approach to Research

In the pursuit of conducting this investigation and
attaining more robust, comprehensive data, a combination
of both qualitative and quantitative approaches was
utilized. As per Saunders et al. (2019)[9], the integration
of qualitative and quantitative methods offers the potential
to offset the weaknesses of each approach with the
strengths of the other.

3. Target population

200 micro and small enterprise (MSE) owners who are
properly registered with the Kurmuk Woreda skills and
labor office and who are currently running their businesses
were the study's target groups.

4. Sample Size Determination

The sample size for this study was determined by the
Yamane sample size determination formula, which was
developed in 1967.

n=N/1+N (e) *2. Where n is sample size

N is total population number in our case total MSEs e is
the level of Precision.

By using the 0.05 level of precision for this study and
the 200 total MSEs in the study area. And 134 MSE
owners and managers made up the study's sample.
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5. Sampling Techniques

In this study, a stratified random sample design was
employed as the chosen sampling technique. This
approach was selected based on the distinctive
characteristics of the population and its effectiveness in
mitigating bias when dealing with such a diverse group.
The Micro and Small Enterprises (MSEs) were categorized
by industry, and a random sample was drawn from each
stratum. To establish the sample within each stratum, the
researcher applied proportionate stratification, considering
the percentage representation of each stratum in the overall
population. According to the formula Sample size
determination for each stratum (MSEs sector) = single
MSEs sector population / total MSEs * total sample size of
the study, each stratum's sample size is calculated.

Tablel: MSES in Kurmuk woreda.

Classific| Total Total | Proporti| Samples

ation MSEs | sample= on selected
n

Manufac | 2 134 0.01 1

turing

Construc| 8 134 0.04 5

tion

Service | 30 134 0.15 20

Trade 70 134 0.35 47

Mining | 90 134 0.45 60

Total 200 1 134

6. Methods of Data Collection.

As mentioned earlier, the investigator employed a
combination of primary and secondary data sources. The
data acquisition process involved conducting semi-
structured interviews and administering structured
questionnaires to managers and proprietors of micro and
small enterprises. The questionnaire included both
multiple-choice questions and inquiries employing a five-
point Likert scale.

The scale type utilized for gauging elements on the
instrument was continuous, spanning from "strongly agree"
to 'strongly disagree." Additionally, some of the
questionnaire's questions were adapted from the challenges
facing Kurmuk Woreda's micro and small businesses. The
questionnaire and semi structured interview question were
adopted from literatures particularly from (Abera,
2012)[10] with some modification. Secondary data
gathered by examination of Kurmuk Woreda's yearly
reports, skill and labor office files, books, journal articles,
and research.

7. Method of Data Analysis

Integrating descriptive (frequency, mean, and standard
deviation) and inferential analysis (regression and
correlation) to analyze data . The information collected
from primary sources underwent scrutiny using SPSS
version 27. Employing measures like mean and standard
deviation for central tendency, the data was organized,
employing descriptive analysis to create a condensed
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overview. Additionally, descriptive narration was applied
to evaluate interview inquiries.

The study also incorporated inferential statistics, namely
correlation and regression. Multiple regression analysis
was utilized to ascertain how much the independent
variable clarified the dependent variable and to test the
hypotheses formulated. Pearson correlation analysis was
employed to gauge the potency of the associations between
the dependent and independent variables applied in the
study. (Zinzendoff Okwonu et al., 2020)[11].

8. Model Specification

In this study's equation of regressions, the dependent
variable (profit) and the independent variables
(government rules, regulations, and support, technology,
raw materials, infrastructure, marketing, finance,
management, and entrepreneurship) are both sets of
variables.

The main goals of this study's use of regression
equations are to predict the given variables and evaluate

the proposed hypotheses’=Bo+ BiXa+
B2XotPs Xs+PaXat+Py Xy+Bs X6+ X7+PsXe Where Y= MSEs
growth (profit)

0= constant

B1 — B8= coefficient

X1: Government rules and regulation and support service
related factors

X2: Technology related factors

X3: Raw-material related factors
X4: Infrastructure related factors
X5: Marketing related factors

X6: Finance related factors

X7: Management related factors

X8: Entrepreneurship related factors.

IV. RESULT, DISCUSSION AND INTERPRETATION

SPSS 27 was used to perform statistical procedures in
order to analyze the acquired data in accordance with the
general goal of the research project. The initial section
presents the findings of the descriptive analyses, succeeded
by the inferential analysis, streamlining the execution of
the empirical study.

1. Characteristics of Survey Participants

According to the aforementioned statistics, out of 134
respondents, 70 or (52.23%) are men and 47.76% are
women. This suggests that since men make up a large
portion of MSEs, women should be encouraged to take on
management roles.

The aforementioned figure also showed that the
majority of responders (43.28%) are aged between 18 and
25. Respondents who were both 26-32 and 33-40 years
old came next. With respective of up 21.64%, and 19.40%,
and the remainder 15.67% is greater than 40 years old
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respectively. We can infer that MSEs are run by young
people because the majority of their owners and managers
are young people from the results.

Table 2: Demographic Profile of Respondents

Demographic | Category| Frequency| Percentage
Variable

Gender Male 70 52.23%
Female 64 47.76%

Total 134 100%
Age 18-25 58 43.28%
26-32 29 21.64%
33-40 26 19.40%
>40 21 15.67%

Total 134 100%

Illiterate 3 2.24%

Education Primary 10 7.46%

Level of school
Respon- Secondary 65 48.50%
dents school

Tvet 8 5.97%

Diploma 28 20.89%

Degree 20 14.93%

and above
Total 134 100%

The educational backgrounds of the respondents are
shown in the table; of the sample, 48.50% of respondents
had completed secondary school. In addition, diploma and
degree holders made up, respectively, 20.89% and 14.93%
of the respondents. The remaining respondents (7.46%)
had only completed elementary school, and 5.97% were
Tvet. 2.24 percent of the population choose not to attend
school. This demonstrates that the majority of MSE
owners and managers are educated and has earned a
diploma from a secondary school at the very least.

2. Descriptive Analysis of Research Variable

The researcher wants to know how much internal and
external factors are influencing the development of micro
and small businesses in Kurmuk Woreda in this section.
On a Likert scale of 1 to 5, with 5 representing highly
agrees, 4 agree, 3 uncertain, 2 disagree, and 1 strongly
disagrees, the degree was evaluated. Similar interpretation
was carried out as follows: One to one and a half: No
extent; 1.6 to 2.5: Small Extent; 2.6 to 3.5: Moderate
Extent; 3.6 to 4.5: Great Extent; and 4.6 to 5.0: Very Great
Extent.

The overall mean and standard deviation for the factors
linked to government rules, regulations, and support are
(4.85 and 0.935), respectively. This indicates that the
respondents perceive the impact of the overall factor
connected to government rules, regulations, and support as
having a very significant impact on the growth of MSEs.
The interview's findings also revealed that people are
subject to arbitrary taxation without having their income or
other factors taken into account. There aren't enough
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necessary and ongoing follow-ups, government checks and
supports, and support from the government. Government
oversight and assistance are given.

Table 3: Demographic profile of respondents

N Mean Std.
Deviation
Government Rules, 134 4.85 0.935
regulation and support
Factor
4.50 0.961
Technological Factor 134
491 1.156
Raw material Factor 134
134 4.75 1.171
Infrastructure Factor
4.6 1.083
Marketing Factor 134
4.63 1.078
Financial Factors 134
4.66 1.121
Management skill Factors | 134
Entrepreneurship Factors | 134| 4.83 1.015
Valid N (listwise)

Additionally, the overall mean and standard deviation of
(4.50 and 0.961) suggest that respondents have a moderate
view of the impact of technological variables on the
expansion of MSEs. The interview responses showed that
they require necessary equipment, tools, and technology
for their jobs, but the cost of such items is prohibitive, and
a lack of funds has prevented them from making the
necessary purchases. Government oversight and assistance
are given.

Meanwhile, the overall mean and standard deviation of
factors relating to raw materials are 4.91 and 1.156,
respectively, suggesting that respondents believe that these
factors have a significant impact on the development of
MSEs. However, the respondents' opinions on these
factors varied, as shown by the significant standard
deviations.

On top of that, the overall mean and standard deviation
of infrastructure-related factors are 4.75 and 1.171,
respectively. This indicates that respondents believe that
the overall infrastructure-related factor has a significant
impact on the growth of MSEs, although respondents'
opinions on this matter varied, as shown by the significant
standard deviations. According to the results of the
interview, even though MSEs owners owned their own
working space, it was small and inconvenient for their
firm. Additionally, they may be unable to increase the size
of their current facilities due to a lack of funds, costly rent,
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or both. When a government organization requests
maintenance for the power supply, they take their time
responding. Although the local government provides
"sheds" for working spaces, they are constructed distant
away.

The standard deviation showed that the respondents'
opinions varied, and the overall mean score and standard
deviation were 4.63 and 1.078 respectively. This indicates
that the respondents believed the overall financial related
factor had a very significant impact on the growth of
MSEs. Respondents clearly said during the interview
session that they require additional financing for the
expansion of their firm, the acquisition of machinery,
working capital, and the construction of working and
marketing premises, but they do not have the capital to
meet their financial needs from their own sources. They
encountered a variety of difficulties when attempting to
obtain credit, discouraging them from obtaining the
necessary funds. High collateral requirements, small loan
amounts, lengthy bureaucratic processes, high interest rates
charged by MFIs (ACSI, for instance, charges 18%
annually), fear of not being able to repay the credit they
accessed, and the requirement that MSEs open an account
and save 20% of the necessary loan amount discouraged
them from obtaining credit from formal institutions.

Additionally, the overall mean of marketing-related
factors scored a mean and standard deviation of 4.6 and
1.083, indicating that respondents' perceptions of the
overall influence of marketing-related factors on the rise of
MSEs varied widely.

Respondents in the interview demonstrated that MSEs
had a significant problem in the market due to fierce
competition with other MSEs and medium-sized
businesses in the region, which made it difficult for them
to grow. The society's perception of the quality of the
goods and services offered by MSEs, along with the lack
of market access, makes this a significant challenge. Lack
of a show room location and a trade show or exhibition has
an impact on marketing and could potentially affect a
company's goods.

Likewise the overall mean and standard deviation for
factors related to management skill are 4.66 and 1.121,
respectively, indicating that respondents' perceptions of the
impact of all factors related to management skill on the
expansion of MSEs in the study area are very broad and
varied. The interviewee stated that they believe they are
managing their company as effectively as they can, but that
managing a diverse workforce's attitudes and interests
presented a significant challenge for MSE owners and
managers due to the lack of a clear division of duties
among MSE members.ng and maybe have an effect on
their goods.

3. Correlation Analysis
To evaluate whether government regulations have a
noteworthy influence on the growth of Micro and Small
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Table 4: Correlation table

Enterprises (MSEs), a comprehensive correlation analysis
was undertaken.

Pearson 1
Correlation
Profit Sig (2-tailed) 0.000
IN 134
GRRS  |Pearson 0.562%*
Correlation
Sig (2-tailed) 0.0000
N 134
Technology [Pearson 0.084
Correlati
on
Sig (2-tailed) 0416
IN 134
Raw-material |Pearson 0.297
Correlati
on
Sig (2-tailed) 0.832
IN 134
Infrastructure [Pearson 0.726**
Correlati
on
Sig (2-tailed) 0.0000
IN 134
Market  |[Pearson 0.293%**
Correlation
Sig (2-tailed) 0.0005
IN 134
Finance |Pearson 0.45%*
Correlation
Sig (2-tailed) 0.0001
IN 134
Management [Pearson 0.662%*
Correlation
Sig (2-tailed) 0.016
IN 134
Entrepreneur [Pearson 0.417**
ship Correlation
Sig (2-tailed) 0.0000
IN 134

This investigation delved into the interconnectedness
between governmental rules and a range of factors
encompassing support services, technology
implementation, access to raw materials, infrastructure
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development, marketing
considerations, management
entrepreneurship-related elements.

financial
and

strategies,
practices,

The correlation coefficients, which signify the degree of
association, were computed based on responses gathered
from MSE owner/managers through a detailed
questionnaire. It's crucial to acknowledge that the insights
disclosed in the ensuing table pertain solely to a restricted
subset of MSEs, highlighting the need for cautious
interpretation and generalization to a broader context.

Table 5: Collinearity Statistics

Model Collinearity Statistics

1 Tolerance e VIF
(Constant) 0.531 1.81
Infrastructure 0.872 1.16
Market Finance 0.728 1.33
Management 0.581 1.71
Entrepreneurship 0.863 1.18
GRRS 0.627 1.53
Raw-material 0.835 1.17
Technology 0.817 1.23

Infrastructure and MSEs have a substantial significant
association with one another, according to the Pearson
correlation results table (r=0.726, P-value < 0.01).With a
coefficient value of (r=0.662, P- value < 0.01), it was
discovered that the association between management skill
and the increase of MSEs was considerable and
substantial. Government laws, regulations, and support
have a medium- to-moderately significant link with MSE
profits, according to the Pearson correlation results table
(r=0.562, P-value < 0.01). A moderate association between
financial parameters and MSEs profit in the research area,
with a r=0.45 and P-value < 0.01 is then followed. With
the dependent variable, marketing, factors, and
entrepreneurship had little (r=0.293, P-value of 0.0005)
and medium/moderate (r=0.417, P-value < 0.01)
associations, respectively. This indicates that at a 1% level
of significance, it was determined that the infrastructure,
governmental rules, regulations, and support services,
finance, entrepreneurship, and managerial skill were
strongly connected with the MSEs' profit in the research
area. The study also found that there is only a very weak
correlation between technology and MSE profit, with a
coefficient value of r=0.084 and a P-value greater than

0.01 ; similarly, there was only weak correlation
between raw material factor and MSE growth, with a
coefficient value of r=0.297 and a p-value of 0.832. This
means that at a 1% level of significance, it was found that
they are not significantly correlated with MSE profit in the
study area.

4. Multiple Linear Regression Analysis
To determine how much the independent factors
explained the dependent variable, regression analysis was
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used. It is also used to figure out how well the dependent
variable, MSEs profit, is explained by the independent
variables (Government rules, regulations, and support

services, technology-related factors, raw materials,
infrastructures, marketing, finance, management, and
entrepreneurship-related  factors). The model was

examined for the following multiple linear regression
model assumptions in order to prepare the data for analysis
and obtain accurate research findings.

Multi-Collinearity testing: VIF (Variance Inflation
Factor) is used in this study to determine whether the
multi-Collinearity problem exists. The occurrence of a
"perfect," or exact, linear relationship among some or all
of the variables that are being explained in a regression
model is known as a multi-Collinearity problem (Gujarati,
2004). VIF (Variance Inflation Factor) is used to test for
the existence of the multi-Collinearity problem. A variable
whose values are larger than 10 or whose 1/VIF value is
less than 0.1 suggests a potential multi-Collinearity
problem, according to a general rule of thumb for the
model's multi-Collinearity test. The VIF determined using
the following formula:-

Variance Inflation Factor (VIF) = 1/1-(R) "2
VIF=5.435 and 1/VIF=0.184.

The Variance Inflation Factors are 5.435 and 1/VIF is
0.184, respectively, showing that there is no value larger
than 10 and a 1/VIF value less than 0.1, indicating that
there is no multi-Collinearity issue.

Normality: Analysis of residual is a measurement of
variability that the regression model was unable to account
for. Therefore, any deviations from the errors' assumptions
ought to be seen in the residuals. Its analysis is successful
when the histogram and normal P-P plots are plotted.

Histogram Dependent variables: profit

0
|
g I
[
1
m-‘% - |
2 3 a 3 a
Regression Standardized Residual

Mean:-3.36E-18; standards deviation: 0.974, N=134
Figure 2: Histogram diagram

The normality assumption is roughly satisfied, as shown
in figure 2. As a result, the response variables' residuals
have a normal distribution. This verifies both the model's
and the residual term's adherence to the normal
distribution.
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Normal p-p plot of Regression standardized Residual
Dependent variables: profit

1.07]

-

0.4

Expected Cum Prob

0.2

(Y] o2 aa o on
Observed Cum Prob

Figure 3: Normality P-Pplot
We may infer that the model becomes normal from
figure 3. The normality assumptions are essentially met in
most cases.

Table 6: Regression model summary

Model R | R Square| Adjuste| Std. Error] Durbin-
dR of Watson
Square the
Estimate
1 .9032 .816 .810 .560 1.845

e Predictors: (Constant), Technology, Management,
Market, Entrepreneurship, Raw material,Finance,
GRRS, Infrastructure

e Dependent Variable: Profit.

According to the regression analysis's findings, which
are shown in the table above, the independent variables
(Entrepreneurship, Raw Material, Technology, GRRS,
Market, Finance, Infrastructure, and Management)
together had a big impact on the development of MSEs.
The value of the correlation coefficient (R) between the
dependent variable (profit) and the eight independent
factors is lowest for those who have not completed their
secondary education, according to the model summary.

Table7: ANOVA

Model Sum of Df | Mean F Sig
square square
1 69.47 | 0.000°
Regression| 1656.457 8 | 207.05
Residual | 372.788 | 125| 2.98
Total 2029.245| 133

According to the regression analysis's findings, which
are shown in the table above, the independent variables
(Entrepreneurship, Raw Material, Technology, GRRS,
Market, Finance, Infrastructure, and Management)
together had a big impact on the development of MSEs.
The model summary states that the correlation coefficient
(R) between the dependent variable (profit) and the eight
independent variables is.903. Consequently, there is a high
and positive correlation between the dependent variable
and the eight independent factors. Additionally, the model
summary shows that the R squared coefficient of
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determination, which can aid in explaining the variance.
The nine independent variables have an R square value of
.816.These results also indicate that 81.6% of the variation
in the dependent variable can be explained by the
independent variables (Entrepreneurship, Raw Material,
Technology, GRRS, Marketing, Finance, Infrastructure,
and Management). In this research, there are, nevertheless,
18.4% inexplicable results. In other words, there are
additional factors that have not been taken into account in
this study yet are crucial for describing the profit. R
squared with adjustments is .810.

Table 8: Regression Coefficient

Model Unstandardiz | Stand | T Sig
ed ardiz
Coefficients | ed
Coeff
icient
]
1 B Std. | Beta
Error
Constant 3.345 422 -7.31 .000
Infrastructure 0.31 067 518 | 6.73] .000
Market .105 | .062| .125 | 2.32| .015
Finance 141 .084| .226 | 2.85| .003
Management 285 | 0.64] .162 | 5.25| .000
Entrepreneur 285 .054| 321 | 2.74| .004
GRRS 173 .080] .001 | 3.46] .00l
Raw-material .001 061 .001 | .021] .845
Technology -106| .054| -.125| -2.37 .026

However, this study's unexplained percentage is 18.4%
In other words, there is other more factors that are crucial
for determining the profit but was overlooked in this study.
Adjusted R squared equals 0. 810.

5. Dependent Variable: Profit

The variables such as government rules, regulations and
support service (GRRS), Infrastructure, market-linkage,
Finance, Management, and Entrepreneurship are
significant as P-value is less than

0.01. This indicates that they have a statistical
significant effect on the profit. Y = Bot+ PiXit
B2Xot+Ps Xs+PaXat+Py Xy+PeXet+7X7+Ps Xs
Y (Profit)=3.345+.173X1+0.31X4+.141X6+.285X7+.125
X8 +ei

Where Y=MSEs. Growth (profit) 0= constant
B1 — B8= coefficient
X1: Government Rules, Regulation and Support Service
(GRRS) X4: Infrastructure related factor
X6: Finance related factors
X7: Management  skills
Entrepreneurship related factors

related  factors  X&:

The regression analysis reveals that government rules,
regulations, and support service components are the third
most important factor for MSEs' profit at the 1% level of
significance. Improvements in these factors result in a
0.173 unstandardized coefficient improvement in MSEs'
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profitability. This suggests that government regulations
and support pose a significant obstacle to MSE growth in
the study area. Previous research supports this finding,
with better government policies, assistance, and
encouragement significantly impacting the development of
micro and small businesses in Kurmuk Woreda.

The regression analysis found no significant link
between technological characteristics and MSE profits,
contradicting the claim that technology has a substantial
impact on the expansion of micro and small businesses in
Kurmuk Woreda. This contradicts previous studies by
Abera (2012)[10] and Batisa (2019)[12], which found that
technological considerations significantly impact MSE
profitability. The study's p-value is over 0.01 and the
unstandardized coefficient beta is -.106.

The study found that access to raw materials does not
significantly impact the growth of micro and small
enterprises (MSEs) in Kurmuk Woreda, and that factors
related to raw materials do not significantly impact MSE
expansion.

The regression analysis of profit and infrastructure
found that infrastructure-related issues are the most crucial
factor for MSEs' profit. An increase in infrastructure-
related factors leads to an unstandardized coefficient of
0.31. This is supported by previous studies, such as
(Hayelom Abrha's 2020)[4] study, (Hasen & Degu's
2019)[13] study, and (Kagnew Abebaw's 2018)[14]
findings. Infrastructure availability is also a significant
determinant for MSE growth. The study concludes that
infrastructure significantly impacts the growth of micro
and small firms in Kurmuk Woreda.

The regression analysis revealed that marketing factors
significantly impact the profitability of micro and small
enterprises (MSEs) in Kurmuk Woreda, as per the
unstandardized coefficient beta value of.105 and P value
of 0.015, which is greater than the hypothesis that
marketing-related factors significantly affect MSE growth.

The study found that finance-related factors are the
fourth most influential factor for MSE profits, with a
statistically significant effect at the 1% level of
significance. This suggests that an increase in the finance-
related factor leads to an increase in MSE profits. Access
to credit and money is also crucial for the success and
expansion of MSEs. Lack of access to funding is a
significant negative factor impeding the growth and
development of the MSE sector.

Management skill-related factors are crucial for the
growth of micro and small enterprises (MSEs) in Kurmuk
woreda. A one standard unit increase in management skill
leads to a 0.285 increase in MSE profit. Factors such as
lack of competent staff, unclear roles and responsibilities,
ineffective conflict resolution techniques, and training for
MSE owners are critical for MSE growth. Lack of
managerial experience and expertise are the primary
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causes of small business failure. Effective business
leadership is essential for the survival of small enterprises
in competitive industries. Management skill is also a
significant factor determining MSE profitability.

This study found that a one standard unit increase in
entrepreneurship-related factors of owners or managers
leads to a 0.125 increase in MSEs profit. This indicates
that entrepreneurial skills significantly impact the
expansion of micro and small businesses in Kurmuk
Woreda. Factors such as risk-taking behavior, attitude, and
entrepreneurial skills can affect an organization's growth.
Training can help MSE owners develop these skills,
enabling them to expand sustainably. The study also found
that the profit and growth of MSEs are influenced by both
internal and external factors.

V. SUMMARY, CONCLUSION AND
RECOMMENDATION

The main conclusions of the study, which are presented
and addressed previous section, are outlined below in this
section as follows:

The results of the descriptive statistics showed that the
mean and standard deviation for entrepreneurship (mean =
4.83), technological factors (mean = 4.50), marketing
(4.63), raw materials (mean = 4.91), government rules,
regulations, and support (mean = 4.85), finance (mean=
4.63), and infrastructure (mean = 4.75) were all above
average. This suggests that the respondents' view of the
overall impact of the aforementioned factors on the
development of MSEs in the research area is significant,
with the respondents' diverse opinions being supported by
the significant standard deviations. However, the overall
mean and standard deviation for factors related to
management skill are 3.30 and 1.121, respectively,
indicating that respondents’ perceptions of the magnitude
of these factors' overall effects on the expansion of MSEs
in the study area are moderate, as shown by the significant
standard deviations.

The internal factors of management expertise (r = 0.662,
p <0.01) and entrepreneurship-related factors (r = 0.417, p
<0.01) were shown to be strongly connected with profit at
the 1% level of significance based on the results of the
Pearson correlation analysis. The external factors
infrastructure, government rules and regulations, finance,
and marketing related factors were found significantly
correlated with the profit of MSEs in the study area with a
correlation coefficient value of (r=0.726, P<0.01),
(r=0.562, P<0.01), (r=0.45, P<0.01) and (r=0.293,
P<0.01), but raw material (r=0.832), P>0.01) and
technology related factors(r=0.416, P>0.01) was not
significantly correlated with the growth of MSEs at 1%
level of significance. The results of the regression Analysis
showed that internal factors, specifically managerial skill,
had a considerable impact on the expansion of MSEs in the
research area. It ranked second among the explanatory
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variables included in this study in terms of predictability,
with a beta value 0f.285, or p-value < 0.01 Additionally, a
regression analysis revealed that parameters connected to
entrepreneurship had a substantial impact on the
development of MSEs (beta=0.125, p<0.01). Internal
factors, including those that are related to entrepreneurship
and managerial competence, were found to have a
substantial impact on the growth of MSEs in Kurmuk
Woreda. The first predictor and determinant factor among
all independent variables utilized to explain the profit in
this study was determined from the regression output to be
the external components, infrastructural elements, with a
beta of 0.31 and a p-value of 0.000. The third predictor for
MSE profit was discovered to be government laws,
regulations, and support, with a beta of 0.173 and a p value
of 0.001. With a beta of.141 and a p-value 0f.003, access
to finance was then discovered to be the fourth-best
predictor of MSE profits in the research area.
Infrastructure, government policies and regulations,
support services, and financial considerations therefore
have a big impact on MSE growth in Kurmuk Woreda.
However, it was discovered that characteristics linked to
marketing, raw materials, and technology did not
significantly impact MSEs' profits in the research area,
with beta values of 0.105,p>0.01, and .001, p>0.01 and -
.106, p>0.01 respectively. As a result, variables connected
to marketing, raw materials, and technology has little
impact on the development of MSEs in Kurmuk Woreda..

Conclusion

The study was carried out in Kurmuk Woreda, and its
main objective was to look into the variables influencing
the development of small and micro businesses there. The
growth of micro- and small- scale businesses, which is
measured in terms of profit, was the dependent variable in
this study. The independent or explanatory variables for
this study were eight, including government rules,
regulations, and support services; technology; raw
materials; infrastructure; marketing; finances; management
skills; and factors related to entrepreneurship.

This study also clearly demonstrates the relationship
between internal and external factors and the growth of
MSEs, which helps to thoroughly understand the
relationship and interaction between internal and external
factors and the growth of MSEs in the study area. A
Pearson correlation test was done. This study is based on
prior research findings regarding the association between
the dependent variables and the independent variable and
its outcome. We may infer from the study's results that
both internal (management skills and entrepreneurship-
related elements) and external (infrastructure,
governmental rules, support, and money) components in
the studied area have a major impact on the development
of MSEs. These results are in line with those of past
studies as well. There was no discernible relationship
between technology or raw material-related factors and the
development of MSEs in the study area.
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On the basis of the findings of the regression analysis,
the study concluded that infrastructure, government rules,
regulation, and support, management, finance, and
entrepreneurship-related factors considerably affected the
MSESs growth in the study area. However, marketing, raw
material, and technology-related factors were not
significant enough to affect the growth of MSEs in the
study area

Recommendation

The main goals of this study were to evaluate the
variables influencing MSE growth in Kurmuk Woreda.
The following suggestions may be made in light of the data
and conclusions presented above:

e In order to reduce the time it takes to process legal
requirements for obtaining a business license and
support services, the government should prioritize
supporting and cultivating a fertile environment for
MSEs' growth as well as strengthening institutions at
various levels that would significantly contribute to
MSEs' positive development.

e The local authority needs to concentrate on enhancing
and improving the supply of infrastructure amenities in
the research area. Power outages, a scarcity of clean
water, and an ineffective sewage system should all be
addressed. To address infrastructure-related issues, it
requires special consideration and vigorous action. It is
crucial for the expansion of MSEs. > When building
new offices, the government should take infrastructure-
related factors into account. The town's lack of
infrastructure amenities and the existing sheds built
outside of the town. The government should take into
account infrastructure when building those workplaces.

e The government ought to offer MSEs alternate sources
of funding. This can be accomplished by collaborating
with MFIs to reduce the high interest rate, collateral
demand, and bureaucracy associated with loan access.
To address the financial-related issues, the government
and MFIs must work together and coordinate their
efforts. Owners of MSEs should be required to carefully
handle their available funds and the Kurmuk Woreda
skills and labor development office should provide
MSEs with timely, adequate training and capacity-
building programs in order to enhance their ability to
manage their finances.

o Therefore, the researcher agreed that characteristics
connected to entrepreneurial skills have a major impact
on the expansion of micro and small businesses in
Kurmuk Woreda. The ability to explore new market
opportunities, risk-taking behavior, attitude, and
entrepreneurial skills are all factors that can affect an
organization's growth. Developing these skills through
training can help an organization's overall growth, and
MSE owners with better entrepreneurial skills may be
able to expand sustainably.
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For the purpose of resolving conflicts and complaints
among employees and members, MSEs should establish
an efficient conflict management approach.
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