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SOCIOLOGY | RESEARCH ARTICLE

Analysis of growth and constraints of agricultural 
micro- and small-scale enterprises in North Wollo 
Zone, Amhara Regional State, Ethiopia
Ebrahim Endris1* and Andualem Kassegn1

Abstract:  The development of Micro and Small Enterprises (MSEs) in Ethiopia has 
been hindered by multiple politico-legal, infrastructural, marketing, and financial 
obstacles. Even though the country’s economy is endowed with resources for 
agriculture and dependent on it, the contribution of agriculture enterprise is rela
tively limited and realizes a low growth rate and inefficient. Hence, the study aimed 
to analyze the growth of agricultural micro- and small-scale enterprises in North 
Wollo Zone, Amhara Regional State, Ethiopia. To achieve the objectives of this study, 
primary data was collected from 271 randomly selected agricultural MSEs. The 
study employed descriptive and econometric models for the data analysis. Likert 
scale analyses were used to identify constraints, while multiple regression models 
were used to examine determinants of agricultural MSEs in the study area. The 
Likert-scale result showed that financial constraints are the main obstacle to the 
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growth of agricultural MSEs in the study area. In addition, shortage of working 
capital, insufficient loans, increased input prices, lack of adequate and reliable input 
supply, and absence of sustainable government support are perceived as the major 
challenges of MSEs in the study area. Multiple regression model results showed that 
enterprise manager education level, number of employees, number of training, 
credit use, record keeping, and access to reliable market positively affected the 
growth of MSEs, while association ownership structure negatively affected it. 
Therefore, the study recommends skill development training and youth education 
programs, small business financial inclusion, and a reliable market linkage for the 
growth of agricultural MSEs.

Subjects: Economics; Finance; Business, Management and Accounting 

Keywords: agricultural Enterprise; Ethiopia; finance; growth; performance

1. Introduction

1.1. Background of the study
Small and Medium Enterprises (SMEs) attributed significant contributions to GDP (Gross Domestic 
Product) and the overall growth of the world. It accounts for two-thirds of all jobs throughout the 
world (ILO, 2015) and makes up 90% of the private sector in developing countries (Runde et al.,  
2021). The sector has a massive contribution to employment in Africa, which is struggling with 
poor economies and unemployment due to a lack of jobs (Muiruri, 2018). Micro and Small-Scale 
Enterprises (MSEs) were thought to be marginal and unproductive, contributing little to a country’s 
economic growth. However, in recent decades, their importance in terms of job creation and 
income generation has been widely recognized, and policymakers have given primary attention. 
In Ethiopia, MSE development is a strategic tool for job creation in urban centers (FMSEDA, 2011), 
which aimed at improving their income and creating fair resource distribution; ensuring balanced 
nutritional security of citizens (FDRE, 2016). It played a significant role in domestic employment 
and inclusive GDP in developing countries such as Ethiopia (Abagissa, 2021). During 2019/20, 
111,547 new MSEs were established, which employed about 1.6 million people. The National 
Bank of Ethiopia (NBE) reported that these enterprises received 7.7 billion Birr in loans during the 
fiscal year (NBE, 2020). As a result, the sector is increasingly recognized as a viable option for 
enhancing the country’s growth and alleviating poverty (Lee, 2012). The contribution to economic 
growth, employment formation, and income generation for the local community is also vital (Ayalu 
et al., 2022).

Entrepreneurship support programmes that do not prioritize innovative and competitive firms 
when distributing resources can dissuade firms from being entrepreneurial and pushing forward in 
the market (Biru et al., 2020). Entrepreneurship programs for inclusive development in Ethiopia are 
hindered by the politicization of entrepreneurship, inefficiency and low levels of service capacity, 
lack of entrepreneurship education and youth negligence (Kebede, 2022). The political instability, 
corruption, and COVID-19 have a substantial effect and are hurting the growth of SMEs in Ethiopia 
(Abdissa et al., 2022). Societal norms and values are still hurting entrepreneurial behaviors 
(Kansheba, 2020). Small businesses often run under multiple obstacles, and high levels of uncer
tainty in the business environment (Fatoki, 2018) hinder their contribution to the national income, 
employment, and export performance (Belete, 2018). The contribution of MSEs in reducing unem
ployment and poverty is limited (Engida et al., 2017) due to the politico-legal, infrastructural, 
marketing, and financial challenges of enterprises (Melkamu & Moges, 2021). The escalating 
development of small firms is offset by a strange rate of firm failure in Ethiopia (Page & S 
€oderbom, 2015). The risk of MSEs’ dropout is high during the first two to four business operation 
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years and longer in microenterprises than in small enterprises after establishment (Woldehanna et 
al., 2018). The existence of poor coordination between institutions and financial constraints are the 
most critical bottlenecks to startup MSEs (Dechasa, 2014; Tewolde & Feleke, 2017). The cost and 
difficulty of using financial services (Eton et al., 2021), poor management skills of MSE operators, 
lack of capital, lack of land and high competition due to an overcrowded market is a persisting 
problem (Abagissa, 2021).

Small and micro-manufacturing enterprises accounting for 60.5% are under financial hurdles in 
the Amhara region and are financially constrained (Melesse, 2019). This resulted in a 50% of 
Amhara region manufacturing MSEs in 2014/15 dropped out of the business (Zegeye et al., 2016). 
According to (Nuriye & Jafri, 2014), nearly half of MSEs’ jobs were created in the construction 
sector, followed by the manufacturing and service sectors, respectively, and high growth rates in 
the construction and manufacturing sectors. In addition, Habtamu et al.’s (2013) findings showed 
that MSEs that are engaged in the manufacturing sector have a higher chance of growth than 
others. However, the performance of urban agriculture is very little for both job creation and 
growth (Nuriye & Jafri, 2014). The seasonal nature of agricultural income, fear of agricultural 
risk, and lack of initial capital were the top three factors hindering youth participation in agricul
tural enterprise (Tarekegn et al., 2022). Although the average efficiency of MSEs is relatively low, 
the lowest technical efficiency goes to the urban agriculture sector (Ayele, 2021). Even though the 
study area has a high potential for agriculture, the contribution of agricultural MSEs to employ
ment and the economy is limited. Previously conducted studies on MSE employment growth in 
Woldia city (Kefale & Chinnan, 2012) and on the growth of MSEs in North Wollo and Waghimira 
Zone (Kassa, 2021) failed to examine the capital growth of agricultural MSEs in North Wollo Zone. 
Hence, this study aimed to analyze the growth and constraints of agricultural MSEs in North Wollo 
Zone, Amhara Regional State, Ethiopia.

The objectives of the study are:

(1) To identify factors affecting the capital growth of agricultural MSEs in North Wollo Zone.

(2) To identify opportunities and challenges in the development of agricultural MSEs.

1.2. Operational definitions

1.2.1. Basic definitions of the terms used in the study
There is no commonly agreed definition of microenterprises, small enterprises, and medium 
enterprises. The number of employees and/or annual turnover are used as a threshold by different 
governments and international organizations (WTO, 2016). Small and medium enterprises are 
defined according to size (number of employees), turnover, activity, ownership, and legal status 
(Hussain, 2000). In Ethiopia, FDRE (2016) and FMSEDA (2011) define micro and small enterprises.

1.2.2. Enterprise
A system of carrying on a business (Collin, 2006) or a synonym for a business. (Statt, 2004)

1.2.3. Micro enterprises
Enterprises employing up to 5 persons including enterprise owners and family members, with total 
assets of not more than ETB 100,000 for the industrial sector (including manufacturing, construc
tion, urban agriculture, and mining) and total assets of not more than ETB 50,000 for the service 
sector (retail trade, transport, hotel, tourism, and information technology and maintenance 
services).
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1.2.4. Small enterprise
Enterprises employing 6–30 persons and with total assets of from ETB 100,001 up to ETB 1,500,000 
for the industrial sector and with total assets of at least ETB 50,001 and up to ETB 500,000 for the 
service sector.

2. Research methodology

2.1. Types, sources, and methods of data collection
The study used primary and secondary data sources to obtain both qualitative and quantitative 
data. Primary data were collected using pretested semi-structured questionnaires and checklists 
designed for sample enterprises and key informants, respectively. The questionnaire was tested in 
South Wollo Zone (Haik town) by experts working in the sector, enterprise managers, and employ
ees in the enterprise before the startup of data collection, and appropriate modifications were 
made accordingly. Secondary data was collected from enterprises’ annual financial statements, 
reports, and business plans and different published and unpublished sources, such as the North 
Wollo Zone Enterprise Directive office, Woreda Enterprise Development Office, NBE, CSA, EEA, 
reports, and bulletins.

2.2. Sampling procedure and sample size
This study solely focused on agricultural MSEs due to the small size of agricultural MSEs and 
associated limited employment contributions in the study area that doubted the growth potential 
of the sector. The desired sample size was selected proportionally from different agricultural MSEs 
(dairy MSEs, animal production and fattening MSEs, poultry MSEs, and fruit and vegetable produc
tion MSEs) using a simple random sampling technique.

To determine the desired sample size from the total population, the researchers used (Yamane,  
1967) sample determination formula as follows:

n ¼
N

1þ N eð Þ2
(1) 

n ¼
831

1þ 831 0:05ð Þ
2 ¼ 271 

Where, n = sample size, N = the total number of agricultural MSEs in the North Wollo Zone, and e is 
the level of precision (i.e. 5 %). Accordingly, out of 831 agricultural MSEs registered in North Wollo 
Zone, 271 samples were selected (Table 1).

2.3. Methods of data analysis
Both descriptive statistic and econometric models were employed to analyze the data obtained from 
agricultural MSEs. Business performance evaluation methods can be traditional that are assessed 

Table 1. Sample size distribution

Sector Total population Sample

Dairy MSEs 118 38

Animal production and fattening 
MSEs

450 147

Poultry MSEs 108 35

Fruit and vegetable production 
MSEs

155 51

Total 831 271

Endris & Kassegn, Cogent Social Sciences (2023), 9: 2197291                                                                                                                                          
https://doi.org/10.1080/23311886.2023.2197291

Page 4 of 21



through financial indicator analysis only or the modern method that uses both financial and non- 
financial performance information to evaluate business activities both quantitatively and qualitatively 
(Narkunienė et al., 2018). The economic performance of enterprises was evaluated in terms of profit
ability and growth. According to (Wolday, 2015), MSE growth is the most important performance 
indicator, and it may be dynamic, innovative, and perform well without growing vertically from micro- 
to-small or small-to-medium enterprises. On the other hand, enterprises may upgrade and raise their 
capacity without growing vertically.

The econometric model used to analyze factors affecting the growth of agricultural MSEs 
depends on whether the dependent variables are dummy, continuous, or censored at a certain 
level. Linear regression is designed for the analysis of dependent variables that are measured on 
a ratio scale or an interval scale (Becker & Walstad, 1987). There are many authors such as 
Addisu (2016), Demisew (2018), Fikadu (2015), and Kagnew et al. (2018) used multiple regres
sion to identify factors that affect the growth of MSEs. A multiple linear regression model is 
appropriate to analyze the factors affecting the growth of agricultural micro- and small-scale 
enterprises since all sample enterprises have a positive average capital growth during the 
survey year

According to (Greene, 2011) the regression model is specified as follows.

Yi ¼ β0 þ β1X1 þ β2X2 þ β3X3::::þ βnXn þ εi (2) 

where Yi = annual average capital growth

β1 � βn= coefficients of explanatory variables

X1 � Xn = explanatory variables

εi= disturbance term

The OLS estimation inference is valid so long as the assumptions of the classical linear regres
sion model hold. The degree and implications of the violations of the assumptions depend on the 
assumptions violated. In most cases, econometricians test for and take a remedy for heterosce
dasticity, multicollinearity, endogeneity, and model misspecification problems.

2.4. Definitions and hypothesis of variables

2.4.1. Dependent variables
2.4.1.1. Enterprise capital growth (lnKgrow). The dependent variable represents the average 
annual capital growth of agricultural MSEs that is measured in terms of change in capital per 
age of enterprise.
2.4.2. Independent variables
The independent variables are those factors affecting the capital growth of agricultural SMEs 
(Table 2).

3. Results and discussion
The results and discussion section of the study are presented in two parts. First, an econometric 
analysis of factors affecting the growth of agricultural MSEs is presented. Finally, the challenges 
and opportunities in the development of agricultural MSEs in the study area were analyzed through 
Likert-scale statistics.

3.1. Econometrics result
The dependent variable used to analyze the performance of micro- and small-scale enterprises 
was average capital growth, which is a continuous variable. Hence, the assumption of the 
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regression model was tested as follows before the model was applied to estimate the determi
nants of average capital growth of agricultural MSEs in the study area. The most expected 
problems in cross-sectional data and assumptions that affect the BLUE estimates of the para
meters were normality assumption; multicollinearity, heteroscedasticity, and model specification 
were tested.

3.1.1. Tests for normality
The normality assumption assumes that the residual has a normal distribution. It is hypothesized 
that the null hypothesis shows that the data follows a normal distribution and only rejects this 
hypothesis if the test is significant. The skewness/kurtosis test and Shapiro–Wilk test for normality 
were applied to test the normality of the data. These test results were insignificant, showing that 
the data have a normal distribution.

Table 2. Description and hypothesis of explanatory variables

Variables Definition of 
variables

Expected effect Supporting empirical 
evidence

Number of employees Continuous (number) +ve (Abraham, 2018)

Enterprise ownership 
structure

Dummy (1 if association 
or 0 otherwise.)

±ve (Bhaumik et al., 2016; 
Dagmawit & Yishak,  
2016; Shibia & Barako,  
2017)

Educational level of 
manager

Continuous (years) +ve (Abraham, 2018; 
Chimucheka, 2017)

Number of training Continuous (number) +ve (Kelemu, 2018; Tekle et 
al., 2016).

Credit use Dummy (1 if credit user 
and 0 otherwise)

±ve (Abraham, 2018; 
Esubalew & Raghurama,  
2020; Mamo, 2022)

Financial record-keeping Dummy (1 if enterprise 
keeps financial records 
and 0 otherwise)

+ve (Kaleleoul, 2016)

Market access Dummy (1 if enterprises 
have secured product 
market and 0 otherwise)

+ve (Ebabu Engidaw, 2021; 
Sohns & Diez, 2018).

Access to input Dummy (1 if MSEs have 
sufficient access to inputs 
and 0 otherwise)

+ve (Ayalu et al., 2022; 
Getnet, 2019)

Access to infrastructure Dummy (1 if the 
enterprises have basic 
infrastructure access and 
0 otherwise.)

+ve (Haftom et al., 2014)

Working premise Dummy (1 if the 
enterprises have a 
convenient working 
premise and 0 otherwise).

+ve (Abraham, 2018; Alene,  
2020)

Owners’ aspiration Dummy (1 if of owners 
aspire for growth and 0 
otherwise).

+ve (Indarti, 2020; 
Mohammed, 2014; 
Mühlböck et al., 2017)

Frequency of extension 
contact

Continuous (number) +ve (Altalb et al., 2015)

Source: Own summary 
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3.1.2. Multicollinearity test
Another assumption that is made when using the OLS estimation method is that the explanatory 
variables do not have a strong correlation with one another. The variance inflation factors (VIFs) 
were computed for all explanatory variables to test the presence or absence of a multicollinearity 
problem in this study. Accordingly, the mean VIF was 1.75 in this model, which is too small and 
indicates that no multicollinearity was detected (Appendix Table 1).

3.1.3. Test for heteroscedasticity
The assumption for the classical linear regression model is that the disturbances are homosce
dastic, which means that the variance of the error term is consistent. The Breusch–Pagan test was 
applied, and the test result indicates the presence of a heteroscedasticity problem (Appendix Table 
2). Outliers were checked using the box plot graph, there were no serious problems with outliers, 
and no data got lost due to outliers. The remedial for heteroscedasticity is robust regression 
applied in this study.

3.1.4. Omitted variable test
Whether there is an omitted variable in the model or not was tested before using a regression 
model. The most commonly used test, Ramsey RESET test, was used and the result indicated 
that (prob > F = 0.5026) there was no omitted variable in the model (Appendix Table 3). This 
shows that important variables to estimate the determinants of average capital growth were 
included.

The coefficient of determination R2 is the most popular measure of the goodness of fit of a linear 
regression model. The value of R square is 0.8319, which indicates that the model explains 83.19% 
of the variation in the dependent variable (Table 3).

Table 3. Regression results on determinants of MSEs capital growth

Variables Coefficient Robust Std. Err. T

Manager education level 0.082*** 0.109 7.45

Ownership structure −0.228*** 0.061 −3.73

Number of employee 0.018** 0.007 2.46

Number of training 0.286 *** 0.03 9.39

Credit use 0.169 *** 0.061 2.76

Record keeping 0.4*** 0.072 5.57

Market access 0.177*** 0.057 3.10

Access to input 0.043 0.059 0.73

Access to infrastructure 0.02 0.050 0.41

Working premise 0.024 0.061 0.36

Owners’ aspiration 0.075 0.062 1.22

Frequency of extension 
contact

0.018 0.038 0.47

Constant 7.59 0.098 77.45

Number of Obs. = 271 R-squared = 0.8319

F(12, 258) = 131.85 Prob > F = 0.0000

Source: Own survey (2021). 
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3.1.5. Manager education level
The level of enterprise manager education positively and significantly affected the average capital 
growth of agricultural MSEs at a 1% significance level. The regression result indicated that the 1- 
year increase in the education level of MSE managers could raise the annual average capital by 
8.2%, keeping other factors constant. The positive effect of manager education on the growth of 
agricultural MSEs in the study area might be as education increases the financial and managerial 
abilities of entrepreneurs. Empirical studies showed that the quality of education increases entre
preneurial capabilities to upgrade their enterprises (Hampel-Milagrosa et al., 2015; Mor et al.,  
2020), and enhances the managerial capability, especially in the survival of the early stages of 
the enterprise (LeBrasseur & Zinger, 2012). The finding of this study is consistent with that of Shibia 
and Barako (2017) who found that entrepreneur education positively affects MSE growth, consis
tent with a resource-based theory of firm growth. The financial skills of managers attained through 
education promote venture growth and survival, which would create a competitive advantage for 
the business (Agyapong & Attram, 2019).

3.1.6. Enterprise ownership structure
The model results showed that MSEs established in an association are less likely to achieve capital 
growth than privately owned enterprises at the 1% significance level. The result indicates that 
association-owned agricultural MSEs decreased the annual average capital by 22.8%, holding 
other factors constant (Table 3). This may be due to the fact that association ownership increases 
shareholders’ dividends, which reduces the capital growth of the enterprise. The association- 
owned enterprise might be self-seeking and focus on current dividends rather than the growth 
of the enterprise. This finding is consistent with (Arega et al., 2016) who revealed that MSEs 
established in non-cooperative form have better growth than those working in cooperatives. In 
contrast, the finding is oppositely consistent with a recent study conducted in Ethiopia, and MSEs 
owned by partnership grow faster than enterprises owned by sole proprietorship as partnership 
increases firm’s resources and capabilities and improves internal decision-making processes lead
ing to higher growth rates (Shitaye, 2022).

3.1.7. Number of employees
The number of employees positively and significantly affected the average capital growth of 
agricultural MSEs at 5% significance level. The results revealed that an increase in enterprise 
employees by one leads to an increase in annual average capital by 1.8%. This might be due to 
the fact that the agriculture sector is labor-intensive and seasonal production should be managed 
with sufficient employee size before the season runs out and production is disrupted. The finding 
associated with the efficient use of a proper number of employees improves the financial perfor
mance of agricultural MSEs (Abraham, 2018). Similarly, firm size in number of employees positively 
and significantly affects the performance of enterprise (Doucouré & Diagne, 2020). This study 
finding is consistent with a study that revealed MSEs that start business larger in size in terms of 
employment grow faster than their counterparts (Shitaye, 2022).

3.1.8. Number of training
The number of training in the enterprise positively and significantly affected the average capital 
growth of agricultural MSEs at 1% significance level. The result indicates that additional training for 
members/employees of MSEs increases the enterprises’ average annual capital by 28.6%, holding 
other factors constant. This finding is linked with evidences that revealed that training helps to 
develop relevant skills and knowledge (Alene, 2020), help entrepreneurs to look differently and get 
new ideas (Haider et al., 2017) that together increase MSEs productivity (Mano et al., 2012) and 
improves MSEs performance (Alene, 2020; Rankhumise & Letsoalo, 2019; Semegn & Bishnoi, 2021) 
such as capital accumulation growth of MSEs (Mamo, 2020, 2022), and boosts SME growth 
(Ipinnaiye et al., 2016). The effect of training on business performance is more magnificent than 
treating them with credit alone (Araar et al., 2019).
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3.1.9. Credit use
The use of credit increases the capital growth of agricultural MSEs at 1% significance level. The 
regression results showed that the use of credit increases the average annual capital by 16.9%, 
holding other factors constant (Table 3). The positive effect of credit use on the growth of 
agricultural MSEs might be due to its role in enhancing financial capabilities for full-capacity 
production, and firms’ engagement in innovative activities. The finding is in line with the fact 
that financial access has a positive impact on enterprises’ growth performance (Baruah & 
Bezbaruah, 2020) and positively contributed to MSEs’ capital growth (Meressa, 2020). 
Additionally, MSEs’ credit fosters the growth of micro and small enterprises (Adhikary et al.,  
2019; Mamo, 2022; Semegn & Bishnoi, 2021).

3.1.10. Record keeping
Keeping records of micro and small enterprises has a positive and significant effect on average 
annual capital growth at 1% significance level. The regression result showed that business record- 
keeping increases the average annual capital of enterprises by 40%. This might be due to keeping 
enterprise records helps the manager to manage financial performance through immediate coping 
solutions and efficiently administer the enterprise assets. This finding allies with the fact that the 
use of formal financial record and business record management increases MSE growth perfor
mance (Khadim & Choudhury, 2019; Mamo, 2022; Mintah et al., 2022). Inventory management 
practices can enhance the competitive advantage of MSEs (Atnafu et al., 2018) and business 
efficiency (Girmachew & Girma, 2019).

3.1.11. Market access
Access to a reliable product market has a positive and significant effect on the average capital 
growth of agricultural MSEs at 1% significance level. The result indicated that the existence of a 
secured product market increases the average annual capital of agricultural MSEs by 17.7%, 
holding other factors constant. This might be due to the perishable nature of agricultural products, 
the presence of a reliable product market to supply their product before its quality deteriorates is 
critical for the growth of agricultural MSEs. Forward linkage of MSEs with customers or other 
resellers improves their capital growth potential (Gutu & Abebe, 2020; Meressa, 2020). 
Subcontracting with large-scale industries positively contributed to the performance of SMEs in 
terms of sales, market share, and product success (Nwokocha et al., 2019).

3.2. Constraints of agricultural micro and small enterprises
In Ethiopia, MSEs have been challenged by a vicious circle of problems. The findings from different 
empirical studies revealed that financial factors, marketing factors, political–legal variables, lack of 
adequate infrastructure, technological factors and personal characteristics are the major factors 
that commonly determine the sustainability and growth of MSEs in Ethiopia (Teka, 2022). Many 
challenges constrain the development of agricultural MSEs in North Wollo Zone, Amhara regional 
state of Ethiopia. In this section, these challenges were explained qualitatively using Likert scale 
statistics. These barriers to agricultural micro- and small enterprise development in the study area 
are classified into six categories such as financial factors, marketing factors, policy and legal 
factors, personnel and management factors, infrastructure factors, and working premises factors. 
This study used the five-scale Likert scale response by dividing the factor effects as low, moderate, 
and high by using the group mean as a benchmark.

3.2.1. Financial-related factors
Finance is the main obstacle to business operation and growth constraints for a large section of 
agricultural MSEs in the study area. The severity of financial constraints in agricultural MSEs is due to 
the large capital needed to startup and cope with the associated risks. Shortage of working capital 
(4.4) and insufficient loans (4.17) are perceived as the major financial constraints, while inadequacy 
of credit-providing institutions (3.95) and inconvenience of loan repayment period (3.8) are moder
ate financial constraints for the growth of agricultural MSEs in the study area (Table 4). Surprisingly, 
respondents are not sure that the high collateral required to get a loan (2.8) and high interest for the 
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loan (2.63) are constraints because the majority of enterprises mainly cooperatively organized 
enterprises used revolving funds at a low-interest rate and with no collateral requirement. The 
results of this study in line with different empirical studies revealed that access to finance appears 
to be the biggest barrier in doing business (Meressa, 2020; Rankhumise & Letsoalo, 2019), especially 
for female entrepreneurs (Adetiloye et al., 2020), and a large number of MSEs manage their working 
capital poorly and faced a tight shortage of finance (Abera & John, 2022). The problem of access to 
finance for enterprises is due to the existence of inadequate loan size, poor lending procedures, lack 
of collateral, cost of borrowing, and institutional framework (Endris & Kassegn, 2022; Meressa, 2020; 
Oshora et al., 2021; Zhang & Ayele, 2022).

3.2.2. Marketing related factors
Micro and small enterprises generally face difficulties in accessing new markets as they have 
limited resources, experience, and market information. This study explored marketing problems 
such as increased input price (4.66), and lack of adequate and reliable input supply (4.55) were the 
major problems in the growth and development of agricultural MSEs in the study area. This 
problem is too high in agricultural enterprises, which use improved inputs from private organiza
tions at a high cost and have limited market networking. Moreover, a lack of market information 
(3.9), an absence of a reliable product market (3.59), a lack of an efficient distribution channel 
(4.04), an absence of linkage between enterprises (3.96), low product quality (3.8), and variety 
selection in purchasing (3.8) are moderate constraints, which hinders the performance of 

Table 4. Financial-related factors of MSEs

1. Finance-related challenges

Items Likert response (%)

SD D N A SA Mean

1. Inadequacy 
of credit 
providing 
institutions 
for MSEs

- 15 15 30 40 3.95

2. Working 
capital 
shortage

- 5 10 25 60 4.4

3. Lack of 
sufficient 
loan

- 3 22 30 45 4.17

4. High col
lateral 
require
ment

15 30 20 30 5 2.8

5. High inter
est rate 
of loan

25 27 18 20 10 2.63

6. 
Repaym
ent period 
not suita
ble

- 17 13 40 30 3.83

Group mean 3.63

Note: Where SD- Strongly agree, D-Disagree, N-Undecided, A-Agree, SA- Strongly agree 
Source: Own survey (2021) 
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Table 5. Marketing-related factors of MSEs

2. Market-Related Challenges

Items Likert scale (%)

SD D N A SA Mean

1. Lack of 
market 
informa
tion

5 20 55 20 3.9

2. Absence 
of pro
duct pro
motion

19 11 40 10 2.81

3. Lack of 
adequate 
and reli
able input 
supply

4 32 62 4.5

4. High 
prices of 
raw 
materials

2 30 68 4.66

5. Absence 
of reliable 
product 
market

24 16 37 23 3.59

6. local pro
duct 
demand 
is limited

14 37 15 21 13 2.82

7. Lack of 
efficient 
distribu
tion 
channel

10 16 34 40 4.04

8. Poor cus
tomer 
relation
ship and 
handling

28 22 10 35 5 2.67

9. Poor link
age 
among 
different 
enterpri
ses

14 16 30 40 3.96

10. Low pro
duct 
quality

25 30 35 20 3.8

(Continued)
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enterprises (Table 5). This finding is consistent with empirical evidence that revealed market 
linkage practices were inefficient, which has a significant impact on the growth of MSEs 
(Ensermu Gudeta & Tulu, 2022; Ferejo et al., 2022).

3.2.3. Policy and legal factors
The encouraging and supportive policy is key to the development of MES, such as the number of 
enterprises and employment in the sector. The limited capacity of the government to deliver 
efficient and effective support services are the challenges identified by MSEs in the study area. 
The Likert-scale analysis finding indicated that the absence of sustainable government support 
was a major challenge with a mean of 4.24, while complex loan procedures (3.63) and political 
instability (3.63) were moderate challenges to the development of agricultural MSEs in the study 
area (Table 6). Due to this, most small businesses are reluctant to expand their business to 
minimize tax and regulatory authority’s attention (Bischoffa & Wood, 2013). Hence, MSMEs are 
more vulnerable in giving bribes to sustain their information and invisible status (Lakuma et al.,  
2019).

3.2.4. Personnel and management related factors
Enterprise members or employee and management factors affect the growth and develop
ment of micro and small enterprises. The results in Table 5 show the absence of a clear 
division of duties and responsibility (4.21) and the absence of strategic planning (4.23) were 
the major constraints on the growth of agricultural MSEs in the study area. Inefficient 
information exchange (3.61) and the existence of feasibility study problems were moderate 
constraints for agricultural enterprises. In addition, internal business challenges are mem
bers’ motivation and drive to achieve a vision of the enterprise. Accordingly, 37% of the 
respondents agreed that there is no motive among members for the business they engaged 
in, while 22% strongly agree with the absence of motive among members (Table 7). The 
majority of the SMME owners were found to lack knowledge and application of financial 
management practices (Brijlal et al., 2014) and inadequate managerial knowledge and skills 
constrain the long-term economic growth of SMEs (Faal, 2020). In addition, the linkages 
between education and training strategies and SME enterprise development strategies are 
still weak (Mukherjee, 2018).

Table 5. (Continued) 

2. Market-Related Challenges

Items Likert scale (%)

SD D N A SA Mean

11. Variety 
selection 
problem 
in pur
chasing

20 15 25 40 3.85

12. Strong 
competi
tion

10 37 15 18 20 3.01

Group mean 3.8
Note: Where SD- Strongly agree, D-Disagree, N-Undecided, A-Agree, SA- Strongly agree 
Source: Own survey (2021) 
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3.2.5. Infrastructure related factors
The Likert-scale findings found that the lack of appropriate dry waste and sewerage system (3.41) 
and insufficient and interrupted water supply (3.8) are moderate infrastructure challenges to the 
growth and development of agricultural micro and small enterprises in the study area (Table 8). 
The findings of this study are supported by evidence that found infrastructure has more effect on 
industry performance (Deksiso, 2018; Ebabu Engidaw, 2021). Due to absence and poor infrastruc
ture, more than 25% of work time losses are due to power interruptions daily (Cherkos et al., 2017). 
The lack of critical infrastructure, and inadequate access to basic infrastructure services increased 
the operational costs of MSMEs, reduced productivity, and their competitiveness (Endris & Kassegn,  
2022; Mukherjee, 2018).

Table 6. Policy and legal-related factors of MSEs

3. Policy and legal-related challenges

Items Likert scale (%)

SD D N A SA Mean

1. Complex 
Loan pro
cedures

- 17 23 40 20 3.63

2. Absence 
of 
encoura
ging pol
icy

- 37 23 25 15 3.18

3. Absence 
of sus
tainable 
govern
ment 
support

- 21 10 38 40 4.24

4. 
Bureaucr
acy in 
enterprise 
registra
tion

- 32 18 38 12 3.3

5. Existence 
of politi
cal inter
vention

- 21 14 44 16 3.4

6. High tax 
levied

12 58 20 10 - 2.28

7. Political 
instability

- 17 23 40 20 3.63

8. Absence 
of techni
cal train
ings

24 30 18 22 6 2.56

Group mean 3.34
Where SD- Strongly agree, D-Disagree, N-Undecided, A-Agree, SA- Strongly agree 
Source: Own survey (2021) 
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3.2.6. Working premises factors
The findings of this study revealed that the inconvenience of the working premise is the main 
challenge than access with a mean score of 3.66. Accordingly, 38% of respondents agreed 
that working premise inconvenience is a challenge for their enterprise, while 23% strongly 
agreed with it (Table 9). Therefore, it is possible to conclude that the inconvenience of the 
working premises is the main factor that affects the performance of agricultural MSEs in the 
study area. The findings of this study are consistent with other empirical evidence that found 
that many MSEs suffer from a lack of suitable working premises, although this is a critical 
factor for the growth of most enterprises (Meressa, 2020). Not only the availability of working 
premise but also the conveniences for the activity of enterprises, particularly for agricultural 
MSEs that require wider areas, productive lands, and favorable agroecology is a problem in 
the study area. Evidence showed that firms established in capital cities are more likely to 
grow due to the large population, which contributes to higher customers and markets (Kosa 
et al., 2018).

Table 7. Personnel and management factors of MSEs

4. Personnel and management-related challenges

Items Likert scale (%)

SD D N A SA Mean

1. Absence 
of clear 
division of 
duties 
and 
responsi
bility

- 10 2 45 43 4.21

2. Inefficient 
and poor 
informa
tion 
exchange

- 23 17 36 24 3.61

3. Lack of 
necessary 
job skill

27 25 8 30 10 2.71

3. Absence 
of strate
gic plan
ning

- - 11 55 34 4.23

4. Absence 
of moti
vation 
and drive

10 31 10 37 22 3.2

5. Feasibility 
study 
problems

12 18 5 25 40 3.63

Group mean 3.58
Where SD- Strongly agree, D-Disagree, N-Undecided, A-Agree, SA- Strongly agree 
Source: Own survey (2021) 
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4. Conclusions and recommendations
Micro- and Small-Scale Enterprises (MSEs) are recognized for their importance in terms of job 
creation and income generation. They played a significant role in domestic employment and 
inclusive GDP growth of Ethiopia. However, the sector development in Ethiopia is hindered by 
the politicization of entrepreneurship; lack of entrepreneurship education and youth negli
gence; political instability, corruption, and COVID-19. The seasonality and risky nature of 
agriculture and lack of initial capital were the main constraints hindering youth participation 
in agricultural enterprise. In addition, evidence from Ethiopia showed that agricultural MSEs 
have achieved limited economic contribution and are relatively inefficient. Therefore, this 
study aimed to investigate the growth of agricultural MSEs in North Wollo Zone, Amhara 
Regional State, Ethiopia.

The study collected qualitative and quantitative data from primary and secondary sources. 
Through random sampling techniques, out of 831 agricultural MSEs registered in North Wollo 
Zone, 271 samples were selected proportional to the enterprises in each subsector. Likert 
scale analysis was employed to evaluate respondents’ level of perception of MSEs’ challenges 
in the study area. A multiple linear regression model is applied to analyze factors affecting 
the growth of agricultural MSEs since the average annual capital of sample enterprises 
increased. The results showed that finance is the main obstacle to business operation and 
growth constraint for the majority of agricultural MSEs, which comprises shortage of working 

Table 8. Infrastructure factors of MSEs

5. Infrastructure challenges

Items Likert scale (%)

SD D N A SA Mean

1. Absence 
of electric 
power 
supply

10 40 5 20 25 3.1

2. Frequent 
power 
interrup
tion

- 20 38 30 12 3.34

3. 
Insufficie
nt and 
interrup
ted water 
supply

- 10 25 40 25 3.8

4. Absence 
of road

15 25 5 30 25 3.25

5. Lack of 
appropri
ate dry 
waste 
and sew
erage 
system

- 33 15 30 22 3.41

Group mean 3.38
Where SD- Strongly agree, D-Disagree, N-Undecided, A-Agree, SA- Strongly agree 
Source: Own survey (2021) 
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capital (4.4), and insufficient loans (4.17) are the major financial constraints in the study 
area. The study found that marketing problems such as increased input price (4.66) and lack 
of adequate and reliable input supply (4.55) were the major problems in the growth and 
development of agricultural MSEs in the study area. In addition, the absence of sustainable 
government support (4.24), the absence of a clear division of duties and responsibility (4.21), 
and the absence of strategic planning (4.23) were the main factors that affected the perfor
mance of agricultural MSEs in the study area. Multiple regression results showed that enter
prise manager education level, number of employees, number of training, credit use, record 
keeping, and access to reliable market positively affected the growth of MSEs, while associa
tion ownership structure negatively affected it.

Based on the findings of this study, the following recommendations were provided:

(i) Technical and vocational college should focus on enhancing skill development training 
and youth education programs for the growth of enterprise thereby developing the 
sector.

(ii) The financial sector and the government should collaboratively ensure financial inclusion of 
MSEs and unlock their financial challenges.

(iii) Enterprise development offices and lending institutions should provide basic financial skills 
training and monitor the financial bookkeeping practice of the enterprises.

(iv) Enterprise development office should create a reliable product market linkage as agricul
tural products are perishable and risky.

Table 9. Working premise-related factors of MSEs

6. Working premise challenges

Items Likert scale (%)

SD D N A SA Mean

1. Absence 
of own 
premises

10 25 10 45 10 3.2

2. Working 
place not 
adequate

25 20 15 30 10 2.8

3. Current 
working 
place is 
not con
venient

4 25 10 38 23 3.66

4. High rent 
for work
ing pre
mise

20 27 17 30 5 2.7

Group mean 3.09
Where SD- Strongly agree, D-Disagree, N-Undecided, A-Agree, SA- Strongly agree 
Source: Own survey (2021) 

Endris & Kassegn, Cogent Social Sciences (2023), 9: 2197291                                                                                                                                          
https://doi.org/10.1080/23311886.2023.2197291

Page 16 of 21



Funding
The work was supported by the Woldia University .

Author details
Ebrahim Endris1 

E-mail: ebrahime3238@gmail.com 
ORCID ID: http://orcid.org/0000-0002-9048-2351 
Andualem Kassegn1 

1 Department of Agricultural Economics, Woldia 
University, Woldia, Ethiopia. 

Disclosure statement
The authors has no potential conflict of interest.

Abbreviation
ACSI Amhara Credit and Saving 

Institution

MSEs Micro and Small-scale Enterprises

CSA Central Statistical Agency

MSMEs Micro, Small, and Medium 

Enterprises

MFI Micro-Finance Institutions

Availability of data and materials
The datasets used and/or analyzed during the current study 
will be available from the author on reasonable request.

Citation information 
Cite this article as: Analysis of growth and constraints of 
agricultural micro- and small-scale enterprises in North 
Wollo Zone, Amhara Regional State, Ethiopia, Ebrahim 
Endris & Andualem Kassegn, Cogent Social Sciences 
(2023), 9: 2197291.

References
Abagissa, J. (2021). The assessment of micro and small 

enterprises performance and challenges in Addis 
Ababa, Ethiopia. International Journal of Applied 
Economics, Finance and Accounting, 9(1), 8–18. 
https://doi.org/10.33094/8.2017.2021.91.8.18

Abdissa, G., Ayalew, A., Dunay, A., & Bálint Illés, C. (2022). 
Determinants of sustainable growth of SMEs in 
developing countries: The case of Ethiopia. 
Economies, 10(8), 189. https://doi.org/10.3390/ 
economies10080189

Abera, E., & John, M. (2022). Problem, prospects and the 
role of micro and small enterprises to economy: The 
case of Western Hararghe Zone. Ethiopia Journal of 
Positive School Psychology, 6(8), 10365–10377.

Abraham, A. (2018). Financial performance of agricultural 
enterprises and their determinant factors in Hadiya 
Zone. Ethiopia European Journal of Business and 
Management, 10(19), 25–34.

Addisu, M. (2016). Growth potential and business con
straints of micro and small enterprises in South 
Wollo Zone, Amhara Region, Ethiopia. Ethiopian 
Journal of Economics, 251, 1–33.

Adetiloye, K. A., Adegboye, F. B., Akinjare, V. A., Amoo, E. 
O., & Amoo, E. O. (2020). Sustainable financial access 
for female entrepreneurs in the micro, small and 
medium enterprises sector in Nigeria. Cogent Social 
Sciences, 6(1), 1–13. https://doi.org/10.1080/ 
23311886.2020.1823600

Adhikary, B. K., Kutsuna, K., & Stephannie, S. (2019). Does 
the government credit guarantee promote micro, 

small, and medium enterprises? Evidence from 
Indonesia. Journal of Small Business & 
Entrepreneurship, 33(3), 323–348. https://doi.org/10. 
1080/08276331.2019.1666338

Agyapong, D., & Attram, A. B. (2019). Effect of owner- 
manager’s financial literacy on the performance of 
SMEs in the cape coast metropolis in Ghana. Journal 
of Global Entrepreneurship Research, 9(1). https://doi. 
org/10.1186/s40497-019-0191-1

Alene, E. T. (2020). Determinants that influence the per
formance of women entrepreneurs in micro and 
small enterprises in Ethiopia. Journal of Innovation 
and Entrepreneurship, 9(1). https://doi.org/10.1186/ 
s13731-020-00132-6

Altalb, A. A. T., Filipek, T., & Skowron, P. (2015). The role of 
agricultural extension in the transfer and adoption of 
agricultural technologies. Asian Journal of Agriculture 
and Food Sciences, 3(5), 500–507.

Araar, A., Awel, Y., Boka, J., Girma, H., Sha, A., Yitbarek, E., 
& Zerihun, M. (2019). Impact of credit and training on 
enterprise performance: Evidence from Urban 
Ethiopia. SSRN Electronic Journal. https://doi.org/10. 
2139/ssrn.3410577

Arega, S., Muhammed, A., & Daniel, T. (2016). Growth of 
micro and small enterprises in Addis Ababa City 
Administration: A study on selected micro and small 
enterprise in Bole Sub City. International Journal of 
Scientific and Research Publications, 6(1), 581–592.

Atnafu, D., Balda, A., Liu, S., Liu, S., & Liu, S. (2018). The impact 
of inventory management practice on firms’ competi
tiveness and organizational performance: Empirical 
evidence from micro and small enterprises in Ethiopia. 
Cogent Business & Management, 5(1), 1503219. https:// 
doi.org/10.1080/23311975.2018.1503219

Ayalu, G., Abbay, A. G., & Azadi, H. (2022). The role of 
micro- and small-scale enterprises in enhancing 
sustainable community livelihood: Tigray, Ethiopia. 
Environment, Development and Sustainability, 1–24. 
https://doi.org/10.1007/s10668-022-02359-7

Ayele, A. B. (2021). Efficiency of micro and small enter
prises in Ethiopia: Evidence from data envelope ana
lysis model. https://doi.org/10.20944/ 
preprints202110.0180.v1

Baruah, P. B., & Bezbaruah, M. P. (2020). Financial access 
and business performance of urban unorganised 
sector enterprises: A study of Assam in Northeast 
India. Journal of Entrepreneurship, 29(1), 119–147. 
https://doi.org/10.1177/0971355719893502

Becker, W. E., & Walstad, W. B. (1987). Econometric 
modeling in economic education research. Kluwer 
Nijhoff Publishing.

Belete, W. (2018). Determinants of innovative perfor
mance by Ethiopian informal-sector Micro and Small 
Enterprises (MSEs)

Bhaumik, S. K., Estrin, S., & Mickiewicz, T. (2016). Ownership 
identity, strategy and performance: Business group 
affiliates versus independent firms in India. Asia Pacific 
Journal of Management, 34(2), 281–311. https://doi. 
org/10.1007/s10490-016-9477-9

Biru, A., Gilbert, D., & Arenius, P. (2020). Unhelpful help: 
The state of support programmes and the dynamics 
of entrepreneurship ecosystems in Ethiopia. 
Entrepreneurship & Regional Development, 33(1–2), 
108–130. https://doi.org/10.1080/08985626.2020. 
1734267

Bischoffa, C., & Wood, G. (2013). Micro and small enter
prises and employment creation: A case study of 
manufacturing micro and small enterprises in South 
Africa. Development Southern Africa, 30(4), 564–579. 
https://doi.org/10.1080/0376835X.2013.817303

Endris & Kassegn, Cogent Social Sciences (2023), 9: 2197291                                                                                                                                          
https://doi.org/10.1080/23311886.2023.2197291                                                                                                                                                       

Page 17 of 21

https://doi.org/10.33094/8.2017.2021.91.8.18
https://doi.org/10.3390/economies10080189
https://doi.org/10.3390/economies10080189
https://doi.org/10.1080/23311886.2020.1823600
https://doi.org/10.1080/23311886.2020.1823600
https://doi.org/10.1080/08276331.2019.1666338
https://doi.org/10.1080/08276331.2019.1666338
https://doi.org/10.1186/s40497-019-0191-1
https://doi.org/10.1186/s40497-019-0191-1
https://doi.org/10.1186/s13731-020-00132-6
https://doi.org/10.1186/s13731-020-00132-6
https://doi.org/10.2139/ssrn.3410577
https://doi.org/10.2139/ssrn.3410577
https://doi.org/10.1080/23311975.2018.1503219
https://doi.org/10.1080/23311975.2018.1503219
https://doi.org/10.1007/s10668-022-02359-7
https://doi.org/10.20944/preprints202110.0180.v1
https://doi.org/10.20944/preprints202110.0180.v1
https://doi.org/10.1177/0971355719893502
https://doi.org/10.1007/s10490-016-9477-9
https://doi.org/10.1007/s10490-016-9477-9
https://doi.org/10.1080/08985626.2020.1734267
https://doi.org/10.1080/08985626.2020.1734267
https://doi.org/10.1080/0376835X.2013.817303


Brijlal, P., Enow, S., & Isaacs, E. B. H. (2014). The use of 
financial management practices by small, medium 
and micro enterprises: A perspective from South 
Africa. Industry and Higher Education, 28(5), 341– 
350. https://doi.org/10.5367/ihe.2014.0223

Cherkos, T., Zegeye, M., Tilahun, S., & Avvari, M. (2017). 
Examining significant factors in micro and small 
enterprises performance: Case study in Amhara 
region, Ethiopia. Journal of Industrial Engineering 
International, 14(2), 227–239. https://doi.org/10. 
1007/s40092-017-0221-y

Chimucheka, T. (2017). The impact of entrepreneurship 
education on the establishment and survival of 
small, Micro and Medium Enterprises (SMMEs). 
Journal of Economics, 4(2), 157–168. https://doi.org/ 
10.1080/09765239.2013.11884975

Collin, P. (2006). Dictionary of Business (4th ed.). A & C 
Black Publishers Ltd.

Dagmawit, A., & Yishak, G. (2016). Determinants of micro 
and small enterprises growth: The case of Durame 
Town, Kembata Tembaro Zone, Southern Nations 
and Nationalities and Peoples Region, Ethiopia, 2016. 
International Journal of Business and Economics 
Research, 5(5), 161. https://doi.org/10.11648/j.ijber. 
20160505.15

Dechasa, F. (2014). Unemployment and labor market in 
Urban Ethiopia: Trends and current conditions. 
Sociology and Anthropology, 2(6), 207–2018. https:// 
doi.org/10.13189/sa.2014.020601

Deksiso, G. G. (2018). Assessment of the factors affecting the 
performance of micro and small scale enterprise: The 
case of Wolkite town, Guraghe zone, Southern Ethiopia. 
Journal of Development and Agricultural Economics, 10 
(6), 192–199. https://doi.org/10.5897/jdae2017.0899

Demisew, G. D. (2018). Factors that determine the growth 
of micro and small enterprises: In the Case of 
Hawassa City, Ethiopia. iBusiness, 10(04), 185–200. 
https://doi.org/10.4236/ib.2018.104011

Doucouré, B., & Diagne, A. (2020). The effect of size and 
age on the performance of Senegalese small food 
companies: The role of market orientation. 
Transnational Corporations Review, 12(4), 349–359. 
https://doi.org/10.1080/19186444.2020.1832426

Ebabu Engidaw, A. (2021). The effect of external factors 
on industry performance: The case of Lalibela City 
micro and small enterprises, Ethiopia. Journal of 
Innovation and Entrepreneurship, 10(1). https://doi. 
org/10.1186/s13731-021-00147-7

Endris, E., & Kassegn, A. (2022). The role of micro, small and 
medium enterprises (MSMEs) to the sustainable devel
opment of sub-Saharan Africa and its challenges: A 
systematic review of evidence from Ethiopia. Journal of 
Innovation and Entrepreneurship, 11(1), 20. https://doi. 
org/10.1186/s13731-022-00221-8

Engida, E., Dereje, M., Worku, I., Yifredew, S., & Yimer, F. 
(2017). Working Paper 2017-19.

Ensermu Gudeta, O., & Tulu, D. T. (2022). The role of 
market linkage in growth of micro and small scale 
enterprises: The case of Ambo town, Ethiopia. Journal 
of Innovation and Entrepreneurship, 11(1). https://doi. 
org/10.1186/s13731-022-00258-9

Esubalew, A. A., & Raghurama, A. (2020). The mediating 
effect of entrepreneurs’ competency on the rela
tionship between Bank finance and performance of 
micro, small, and medium enterprises (MSMEs). 
European Research on Management and Business 
Economics, 26(2), 87–95. https://doi.org/10.1016/j. 
iedeen.2020.03.001

Eton, M., Mwosi, F., Okello-Obura, C., Turyehebwa, A., & 
Uwonda, G. (2021). Financial inclusion and the 
growth of small medium enterprises in Uganda: 

Empirical evidence from selected districts in Lango 
sub-region. Journal of Innovation and 
Entrepreneurship, 10(1), 1–23. https://doi.org/10. 
1186/s13731-021-00168-2

Faal, M. L. (2020). Understanding binding Constraints to 
small and medium Enterprises (SMEs) in the Gambia: A 
Critical Review. Asian Journal of Management, 11(2), 
216. https://doi.org/10.5958/2321-5763.2020.00034.7

Fatoki, O. (2018). The impact of entrepreneurial resilience 
on the success of small and medium enterprises in 
South Africa. Sustainability, 10(7), 1–12. https://doi. 
org/10.3390/su10072527

FDRE. (2016) . Federal urban job creation and food security 
agency establishment council of ministers regulation. 
Federal Democratic Republic of Ethiopia.

Ferejo, M. N., Ahmed, H. M. S., Muzeyin, J. R., Amde, S. J., 
Thomran, M., & Mamuye, F. (2022). Exploring factors 
affecting growth of micro and small enterprises: 
Evidence from Ethiopia. International Journal of 
Sustainable Development and Planning, 17(5), 1523– 
1533. https://doi.org/10.18280/ijsdp.170516

Fikadu, G. (2015). Determinants of micro and small 
enterprises growth in Ethiopia: The case of Nekemte 
Town of Oromia Region. Ethiopia European Journal of 
Business and Management, 7(13), 92–104.

FMSEDA. (2011) . Micro and small enterprise development 
strategy, provision framework and methods of imple
mentation.Gbnews. (2020). Micro and Small 
Enterprises in Ethiopia: Access to Credit – Challenges 
and Solutions.

Getnet, H. K. (2019). Policy framework of small and micro 
enterprises and its role on the development of the sector 
in Bahir Dar City. Ethiopia Public Policy and Administration 
Research, 9(4), 1–8. https://doi.org/10.7176/ppar

Girmachew, K., & Girma, Z. (2019). Factors affecting use of 
accounting records on small & micro enterprises (the 
case of Debre Birhan City, Ethiopia). Journal of 
Investment and Management, 8(1), 1. https://doi.org/ 
10.11648/j.jim.20190801.11

Greene, W. H. (2011). Econometric analysis (7th ed.). 
Prentice Hall.

Gutu, T. G., & Abebe, S. Y. (2020). Association of owner 
related and external factors with micro and small 
manufacturing enterprises growth in Ethiopia. Jurnal 
Perspektif Pembiayaan dan Pembangunan Daerah, 8 
(2), 155–174. https://doi.org/10.22437/ppd.v8i2.9285

Habtamu, T., Aregawi, G., & Nigus, A. (2013). Growth deter
minants of micro and small enterprises: Evidence from 
Northern Ethiopia. Journal of Economics and 
Sustainable Development, 4(9), 127–134.

Haftom, H., Fisseha, G., & Araya, H. (2014). External fac
tors affecting the growth of Micro and Small 
Enterprises (MSEs) in Ethiopia: A case study in Shire 
Inda Selassie Town. Tigray European Journal of 
Business and Management, 6(34), 134–145.

Haider, S. H., Asad, M., Fatima, M., & Abidin, R. Z. U. (2017). 
Microfinance and performance of micro and small 
enterprises; Does training have an impact. Journal of 
Entrepreneurship and Business Innovation, 4(1), 1. 
https://doi.org/10.5296/jebi.v4i1.10566

Hampel-Milagrosa, A., Loewe, M., & Reeg, C. (2015). The 
entrepreneur makes a difference: Evidence on MSE 
upgrading factors from Egypt, India, and the 
Philippines. World Development, 66, 118–130. https:// 
doi.org/10.1016/j.worlddev.2014.08.005

Hussain, N. M. (2000). Linkages between SMEs and large 
industries for increased markets and trade: An African 
perspective.

ILO. (2015). Small and medium-sized enterprises and 
decent and productive employment creation (Report 
IV, Issue).

Endris & Kassegn, Cogent Social Sciences (2023), 9: 2197291                                                                                                                                          
https://doi.org/10.1080/23311886.2023.2197291

Page 18 of 21

https://doi.org/10.5367/ihe.2014.0223
https://doi.org/10.1007/s40092-017-0221-y
https://doi.org/10.1007/s40092-017-0221-y
https://doi.org/10.1080/09765239.2013.11884975
https://doi.org/10.1080/09765239.2013.11884975
https://doi.org/10.11648/j.ijber.20160505.15
https://doi.org/10.11648/j.ijber.20160505.15
https://doi.org/10.13189/sa.2014.020601
https://doi.org/10.13189/sa.2014.020601
https://doi.org/10.5897/jdae2017.0899
https://doi.org/10.4236/ib.2018.104011
https://doi.org/10.1080/19186444.2020.1832426
https://doi.org/10.1186/s13731-021-00147-7
https://doi.org/10.1186/s13731-021-00147-7
https://doi.org/10.1186/s13731-022-00221-8
https://doi.org/10.1186/s13731-022-00221-8
https://doi.org/10.1186/s13731-022-00258-9
https://doi.org/10.1186/s13731-022-00258-9
https://doi.org/10.1016/j.iedeen.2020.03.001
https://doi.org/10.1016/j.iedeen.2020.03.001
https://doi.org/10.1186/s13731-021-00168-2
https://doi.org/10.1186/s13731-021-00168-2
https://doi.org/10.5958/2321-5763.2020.00034.7
https://doi.org/10.3390/su10072527
https://doi.org/10.3390/su10072527
https://doi.org/10.18280/ijsdp.170516
https://doi.org/10.7176/ppar
https://doi.org/10.11648/j.jim.20190801.11
https://doi.org/10.11648/j.jim.20190801.11
https://doi.org/10.22437/ppd.v8i2.9285
https://doi.org/10.5296/jebi.v4i1.10566
https://doi.org/10.1016/j.worlddev.2014.08.005
https://doi.org/10.1016/j.worlddev.2014.08.005


Indarti, S. (2020). The effects of education and training, 
management supervision on development of entrepre
neurship attitude and growth of small and micro enter
prise. International Journal of Organizational Analysis, 29 
(1), 16–34. https://doi.org/10.1108/ijoa-09-2019-1890

Ipinnaiye, O., Dineen, D., & Lenihan, H. (2016). Drivers of 
SME performance: A holistic and multivariate 
approach. Small Business Economics, 48(4), 883–911. 
https://doi.org/10.1007/s11187-016-9819-5

Kagnew, W., Mulate, S., & Nigussie, L. (2018). Factors 
affecting the performance of micro and small scale 
enterprises: Experience from North Shewa Zone, 
Ethiopia. Journal of Investment and Management, 7 
(2), 70. 2. https://doi.org/10.11648/j.jim.20180702.14

Kaleleoul, F. (2016). Factors influencing the performance 
of micro and small enterprises in Addis Ababa: A study 
of selected MSEs in Bole Sub City. ST. MARY’S 
UNIVERSITY]. Addis Ababa.

Kansheba, J. M. P. (2020). Small business and entrepre
neurship in Africa: The nexus of entrepreneurial eco
systems and productive entrepreneurship. Small 
Enterprise Research, 27(2), 110–124. https://doi.org/ 
10.1080/13215906.2020.1761869

Kassa, E. T. (2021). Socioeconomic determinants of micro 
and small enterprise growth in North Wollo and 
Waghimira Zone selected towns. Journal of 
Innovation and Entrepreneurship, 10(1). https://doi. 
org/10.1186/s13731-021-00165-5

Kebede, G. F. (2022). Entrepreneurship and the Promises 
of Inclusive Urban Development in Ethiopia. Urban 
Forum, 34(1), 1–30. https://doi.org/10.1007/s12132- 
022-09458-8

Kefale, M., & Chinnan, K. P. M. (2012). Employment growth 
and challenges in small and micro enterprises 
Woldiya, North East Amhara region, Ethiopia. 
Educational Research and Essays, 1(2), 21–26.

Kelemu, A. (2018). Factors affecting the profitability of 
micro and small enterprises in Agaro Town Jimma 
University, Jimma,

Khadim, M. E. H., & Choudhury, S. R. D. (2019). Impact of 
record keeping on the growth of micro- and small- 
scale enterprises: an analytical study. SEDME (Small 
Enterprises Development, Management & Extension 
Journal): A worldwide window on MSME Studies. 46(2), 
70–81. https://doi.org/10.1177/0970846419852513

Kosa, A., Mohammad, I., & Ajibie, D. (2018). 
Entrepreneurial orientation and venture performance 
in Ethiopia: The moderating role of business sector 
and enterprise location. Journal of Global 
Entrepreneurship Research, 8(1). https://doi.org/10. 
1186/s40497-018-0110-x

Lakuma, C. P., Marty, R., & Muhumuza, F. (2019). Financial 
inclusion and micro, small, and medium enterprises 
(MSMEs) growth in Uganda. Journal of Innovation and 
Entrepreneurship, 8(1). https://doi.org/10.1186/s13731- 
019-0110-2

LeBrasseur, R., & Zinger, J. T. (2012). Start-up survival and 
management capability: A longitudinal study of 
micro-enterprises. Journal of Small Business & 
Entrepreneurship, 18(4), 409–422. https://doi.org/10. 
1080/08276331.2005.10593350

Lee, K. (2012). The small, for-profit business model and 
environmentalism in ethiopiain environmental policy 
update 2012. In Development Strategies and 
Environmental Policy in East Africa.

Mamo, W. B. (2020). The Effect of Government Incentives 
on the Performance of Micro and Small Enterprises 
(Mse’s) in Eastern Ethiopia: Evidence from Harar, Dire 
Dawa city Administration and Haramaya Town. 
Journal of Economics and Business, 3(3). https://doi. 
org/10.31014/aior.1992.03.03.268

Mamo, W. B. (2022). Growth determinants of micro and 
small enterprises (MSEs): Evidence from entrepre
neurs in the eastern region of Ethiopia. Journal of the 
Knowledge Economy. https://doi.org/10.1007/ 
s13132-021-00859-x

Mano, Y., Iddrisu, A., Yoshino, Y., & Sonobe, T. (2012). How 
can micro and small enterprises in sub-Saharan 
Africa become more productive? The impacts of 
experimental basic managerial training. World 
Development, 40(3), 458–468. https://doi.org/10. 
1016/j.worlddev.2011.09.013

Melesse, W. E. (2019). Change in employment level and 
financial constraint: Evidence from Ethiopian manu
facturing SMEs. Journal of Social and Economic 
Development, 21(2), 329–352. https://doi.org/10. 
1007/s40847-019-00082-0

Melkamu, D. A., & Moges, Y. K. (2021). Determinants of 
micro and small enterprises’ effectiveness in urban 
employment creation in Debre Birhan town, ethiopia. 
ERJSSH, 8(2), 27–40. https://doi.org/10.20372/erjssh. 
2022.0802.02

Meressa, H. A. (2020). Growth of micro and small scale 
enterprises and its driving factors: Empirical evi
dence from entrepreneurs in emerging region of 
Ethiopia. Journal of Innovation and 
Entrepreneurship, 9(1). https://doi.org/10.1186/ 
s13731-020-00121-9

Mintah, C., Gabir, M., Aloo, F., Ofori, E. K., Baker, R., & 
Baker, R. (2022). Do business records management 
affect business growth? PLoS One, 17(3), e0264135. 
https://doi.org/10.1371/journal.pone.0264135

Mohammed, A. (2014). Constraints and growth potentials 
of micro and small enterprises: Case from Mekelle 
City. Journal of Economics and Sustainable 
Development, 5(24), 133–139.

Mor, S., Madan, S., Archer, G. R., & Ashta, A. (2020). 
Survival of the smallest: A study of microenterprises 
in Haryana, India. Millennial Asia, 11(1), 54–78. 
https://doi.org/10.1177/0976399619900609

Mühlböck, M., Warmuth, J. -R., Holienka, M., & Kittel, B. 
(2017). Desperate entrepreneurs: No opportunities, 
no skills. International Entrepreneurship and 
Management Journal, 14(4), 975–997. https://doi.org/ 
10.1007/s11365-017-0472-5

Muiruri, S. (2018). Small and medium enterprises (SMEs), 
the heart of Chinese economic development: What 
can African governments learn? European Journal of 
Research and Reflection in Management Sciences, 6 
(3), 27–40.

Mukherjee, S. (2018). Challenges to Indian micro small 
scale and medium enterprises in the era of globali
zation. Journal of Global Entrepreneurship Research, 8 
(1). https://doi.org/10.1186/s40497-018-0115-5

Narkunienė, J., Ulbinaitė, A., Tvaronavičienė, M., 
Tvaronavičienė, M., & Tvaronavičienė, M. (2018). 
Comparative analysis of company performance evalua
tion methods. Entrepreneurship and Sustainability 
Issues, 6(1), 125–138. https://doi.org/10.9770/jesi.2018. 
6.1(10)

NBE. (2020). Annual Report 2019-2020.
Nuriye, G., & Jafri, S. S. A. (2014). Policy direction and 

performance evaluation of micro and small enter
prises in Southern Nations, Nationalities and People’s 
(SNNP) state of Ethiopia. Developing Country Studies, 
4(7), 30–38.

Nwokocha, V. C., Nwankwo, C., & Madu, I. A. (2019). The 
role of subcontracting on innovation: An assessment 
of small and medium enterprises in Nigeria. 
Production & Manufacturing Research, 7(1), 88–108. 
https://doi.org/10.1080/21693277.2019.1583142

Endris & Kassegn, Cogent Social Sciences (2023), 9: 2197291                                                                                                                                          
https://doi.org/10.1080/23311886.2023.2197291                                                                                                                                                       

Page 19 of 21

https://doi.org/10.1108/ijoa-09-2019-1890
https://doi.org/10.1007/s11187-016-9819-5
https://doi.org/10.11648/j.jim.20180702.14
https://doi.org/10.1080/13215906.2020.1761869
https://doi.org/10.1080/13215906.2020.1761869
https://doi.org/10.1186/s13731-021-00165-5
https://doi.org/10.1186/s13731-021-00165-5
https://doi.org/10.1007/s12132-022-09458-8
https://doi.org/10.1007/s12132-022-09458-8
https://doi.org/10.1177/0970846419852513
https://doi.org/10.1186/s40497-018-0110-x
https://doi.org/10.1186/s40497-018-0110-x
https://doi.org/10.1186/s13731-019-0110-2
https://doi.org/10.1186/s13731-019-0110-2
https://doi.org/10.1080/08276331.2005.10593350
https://doi.org/10.1080/08276331.2005.10593350
https://doi.org/10.31014/aior.1992.03.03.268
https://doi.org/10.31014/aior.1992.03.03.268
https://doi.org/10.1007/s13132-021-00859-x
https://doi.org/10.1007/s13132-021-00859-x
https://doi.org/10.1016/j.worlddev.2011.09.013
https://doi.org/10.1016/j.worlddev.2011.09.013
https://doi.org/10.1007/s40847-019-00082-0
https://doi.org/10.1007/s40847-019-00082-0
https://doi.org/10.20372/erjssh.2022.0802.02
https://doi.org/10.20372/erjssh.2022.0802.02
https://doi.org/10.1186/s13731-020-00121-9
https://doi.org/10.1186/s13731-020-00121-9
https://doi.org/10.1371/journal.pone.0264135
https://doi.org/10.1177/0976399619900609
https://doi.org/10.1007/s11365-017-0472-5
https://doi.org/10.1007/s11365-017-0472-5
https://doi.org/10.1186/s40497-018-0115-5
https://doi.org/10.9770/jesi.2018.6.1(10
https://doi.org/10.9770/jesi.2018.6.1(10
https://doi.org/10.1080/21693277.2019.1583142


Oshora, B., Desalegn, G., Gorgenyi-Hegyes, E., Fekete- 
Farkas, M., & Zeman, Z. (2021). Determinants of 
financial inclusion in small and medium enterprises: 
Evidence from Ethiopia. Journal of Risk and Financial 
Management, 14(7), 286. https://doi.org/10.3390/ 
jrfm14070286

Page, J., & S€oderbom, M. (2015). Is small beautiful? 
Small Enterprise, aid and employment in Africa. 
African Development Review, 27(S1), 44–55. https:// 
doi.org/10.1111/1467-8268.12138

Rankhumise, E. M., & Letsoalo, M. E. (2019). Owners’ per
spective of factors associated with performance of 
small, medium and micro enterprises. International 
Journal of Entrepreneurship, 23(3), 1–17.

Runde, D. F., Savoy, C. M., & Staguhn, J. (2021). Supporting 
Small and Medium Enterprises in Sub-Saharan Africa 
through Blended Finance. CSIS Briefs.

Semegn, A. A., & Bishnoi, N. K. (2021). Analysis of effect of 
microfinance on the performance of MSEs in Amhara 
National Regional State, Ethiopia. Journal of 
Entrepreneurship, 30(1), 153–178. https://doi.org/10. 
1177/0971355720974822

Shibia, A. G., & Barako, D. G. (2017). Determinants of micro 
and small enterprises growth in Kenya. Journal of Small 
Business and Enterprise Development, 24(1), 105–118. 
https://doi.org/10.1108/jsbed-07-2016-0118

Shitaye, A. M. (2022). Micro and small scale enterprises 
growth and ownership structure in Hawassa city, 
Sidama region, Ethiopia. Cogent Economics & 
Finance, 10(1), 1–13. https://doi.org/10.1080/ 
23322039.2022.2071012

Sohns, F., & Diez, J. R. (2018). Explaining micro-enterprise 
survival in rural Vietnam: A multilevel analysis. Spatial 
Economic AnalysisSpatial Economic Analysis, 14(1), 1– 
21. https://doi.org/10.1080/17421772.2019.1535184

Statt, D. A. (2004). The Routledge dictionary of business 
management (3rd ed.). Routledge.

Tarekegn, K., Kamaylo, K., Galtsa, D., Oyka, E., Panchal, H., 
& Panchal, H. (2022). Youth participation in agricul
tural enterprises as rural job creation work and its 
determinants in southern Ethiopia. Advances in 

Agriculture, 2022, 1–9. https://doi.org/10.1155/2022/ 
5760331

Teka, B. M. (2022). Determinants of the sustainability and 
growth of micro and small enterprises (MSEs) in 
Ethiopia: Literature review. Journal of Innovation and 
Entrepreneurship, 11(1). https://doi.org/10.1186/ 
s13731-022-00261-0

Tekle, L., Sandraa, R., & Berhanu, K. (2016). Determinant 
of technical efficiencies of micro and small enter
prises in Wolaita Zone, Ethiopia. Journal of Economics 
and Sustainable Development, 7(21), 70–81.

Tewolde, A., & Feleke, C. (2017). Challenges and prospects 
of entrepreneurship development and job creation 
for youth unemployed: Evidence from Addis Ababa 
and Dire Dawa city administrations, Ethiopia. Journal 
of Innovation and Entrepreneurship, 6(11), 1–22. 
https://doi.org/10.1186/s13731-017-0070-3

Wolday, A. (2015). Growth of youth-owned MSEs in Ethiopia: 
Characteristics, determinants and challenges. 
Ethiopian Journal of Economics, XXIV(2), 93–128.

Woldehanna, T., Amha, W., & Yonis, M. B. (2018). 
Correlates of business survival: Empirical evidence 
on youth-owned micro and small enterprises in 
Urban Ethiopia. IZA Journal of Development and 
Migration, 8(1), 1–26. https://doi.org/10.1186/ 
s40176-018-0122-x

WTO. (2016). Levelling the trading field for SMEs, World 
Trade Organization.

Yamane, T. (1967). Statistics, an introductory analysis (2nd 
ed.). Harper and Row.

Zegeye, M., Cherkos, T., Tilahun, S., & Haque4, S. (2016). 
An integrated approach model for MSEs develop
ment in Amhara Region. International Journal of 
Applied Theoretical Science and Technology, 3(11), 
2015–2023.

Zhang, Y., & Ayele, E. Y. (2022). Factors affecting small 
and micro enterprise performance with the mediat
ing effect of government support: Evidence from the 
Amhara Region Ethiopia. Sustainability, 14(11), 6846. 
https://doi.org/10.3390/su14116846

Endris & Kassegn, Cogent Social Sciences (2023), 9: 2197291                                                                                                                                          
https://doi.org/10.1080/23311886.2023.2197291

Page 20 of 21

https://doi.org/10.3390/jrfm14070286
https://doi.org/10.3390/jrfm14070286
https://doi.org/10.1111/1467-8268.12138
https://doi.org/10.1111/1467-8268.12138
https://doi.org/10.1177/0971355720974822
https://doi.org/10.1177/0971355720974822
https://doi.org/10.1108/jsbed-07-2016-0118
https://doi.org/10.1080/23322039.2022.2071012
https://doi.org/10.1080/23322039.2022.2071012
https://doi.org/10.1080/17421772.2019.1535184
https://doi.org/10.1155/2022/5760331
https://doi.org/10.1155/2022/5760331
https://doi.org/10.1186/s13731-022-00261-0
https://doi.org/10.1186/s13731-022-00261-0
https://doi.org/10.1186/s13731-017-0070-3
https://doi.org/10.1186/s40176-018-0122-x
https://doi.org/10.1186/s40176-018-0122-x
https://doi.org/10.3390/su14116846


APPENDICES  

Appendix Table 1. Multicollinearity test

Appendix Table 2. Heteroscedasticity test

Appendix Table 3. Model specification test

Variable VIF 1/VIF

Number of training 3.00 0.333756

Manager education level 2.73 0.366517

Frequency of extension contact 2.30 0.434628

Record keeping 2.19 0.456253

Credit use 1.50 0.664943

Ownership structure 1.50 0.665197

Number of employee 1.50 0.667381

Working premise 1.43 0.697248

Access to input 1.36 0.737245

Market access 1.22 0.820906

Access to infrastructure 1.14 0.880094

Owners’ aspiration 1.12 0.890848

Mean VIF 1.75

Note: Sources: Survey result (2021) 

Breusch-Pagan/Cook-Weisberg test for heteroscedasticity 
Ho: Constant variance

Variables: Fitted values of ln(average capital growth)

chi2(1) = 6.27

Prob > chi2 = 0.0123

Note: Sources: Survey result (2021) 

Ramsey RESET test using powers of the fitted values of quantity supplied

Ho: model has no omitted variables (ln(average capital growth))

F(3, 255) = 0.79

Prob > F = 0.5026

Note: Sources: Survey result (2021) 
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