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Abstract 

The main aim of the study was to examine factors affecting the growth of micro-

enterprises in the manufacturing sector in Jimma town. To this end, the study used 

descriptive and explanatory research design and data was conducted from 186 

respondents. The study found out the effect of working premises, managerial, 

infrastructure, and financial factors on the growth of micro-enterprises in 

manufacturing operating in Jimma town, the correlation analysis shows the 

relationship between working premises, managerial, infrastructure and financial 

factors and growth of micro-enterprises in manufacturing sector were strong and 

positive relationship and the results of regression analysis observed that working 

premises, managerial, infrastructure and financial factors have a significant positive 

effect on the performance of micro-enterprises in manufacturing sector, the researcher 

recommends that the government needs to establish training centers for training 

managerial and technical courses for the micro-enterprises entrepreneurs as well as 

business information centers and to develop a comfortable source of finance 

for micro-enterprise, the government should have to organize and support the 

performance of Micro Finance Institutions and another source of finance and Jimma 

town micro-enterprise and food security office be supposed to undertake a detailed 

study on the appropriateness of the working place to be given to each type of 

enterprises. 

 

Keywords: infrastructure, financial, managerial and working premises factors, Micro 

enterprises 

1. Introduction 

1.1 Background of the Study 

The growth of the manufacturing sector within industry is essential to build national 

technological capacity, industrial capability and create broad based job opportunity 

and improve income.  Africa’s share of global manufacturing was below 1 percent, 



    Thomas T. Firisa                                                                                                    59 

 

 

while Asia and other developing economies accounted for 25 percent and 23.7 percent 

respectively in 2008 (UNCTAD-UNIDO 2011). Africa’s manufacturing value added 

share of GDP was only 14 percent in 2003, with a decrease of 2 percent from 1965, 

the result of almost four decades of sluggish growth.In 2013 the average share of 

manufacturing in GDP in sub-Saharan Africa was about 10% the same as in the 1970s. 

Africa’s share of global manufacturing has fallen from about 3% in 1970 to less than 

2% in 2013. (Lawrence 2015). Moreover, the sector has been dominated by low-value, 

labor-intensive, resource-based activities and by small firms and the informal sector 

(Dinh, Palade, Chandra, and Cossar (2012). 

Ethiopian manufacturing sector contribute for export, job creation for accumulating 

technology and innovative capabilities for enhanced productivity, employment and 

national output. The share of manufactured exports in total exports remained less than 

13 percent while total exports decreased from 12.7 to 7.7 percent of GDP during 2001 

and 2016/17. Manufactured exports were characterized by low-value products, which 

were generated in the leather and leather goods, textiles and apparel, and meat 

industries, and which generally went to other low/middle-income markets. This may 

be compared to the traditional coffee and the new cut-flower exports, which accounted 

for 25 and 7.5 percent of total merchandise exports respectively in 2014–2017, and a 

greater share of these exports, were destined for higher income markets. The failure to 

increase manufactured exports as a share of total exports suggests limited structural 

transformation and the significance of the balance of payments constraint on growth 

through industrialization (Thirlwall 2013; Cramer, Sender, and Oqubay 2018; Lin and 

Monga 2019). 

The Ethiopian economy remains under pressure by structural problems; the 

manufacturing sector in Ethiopia is still at its infancy, in comparison with the 

agriculture and service sectors, the manufacturing sector. Thus, the Ethiopian economy 

needs a more dynamic growth so that it can reduce its dependence on the fragile, 

rainfall dependent, and climate change vulnerable agricultural sector (Survey of 

Ethiopian manufacturing, 2014). 

According to Nkonoki (2010) sited from the Global Journal of Management and 

Business Research (2016), the main factors that limits micro manufacturing firm’s 

growth into two groups; first is the factors that originate from within the firm and the 

second group is factors that originate from outside the firm. Lack of a proper business 

plan, poor management, and lack of needed talent are among the internal factors. The 

external factors limiting micro manufacturing enterprises growth are corruption, 

competition, and government policy, technological barrier, in access to finances, 

bureaucratic processes and unfavorable economic factors. The other reason for the fail 

micro-enterprise in manufacturing sector  are input constraints due to high import 
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prices for raw material and inadequate supply of domestic raw materials due to weak 

agricultural  industrial linkages are to be addressed through various input policies. 

Further reasons are input constraints due to high import prices for raw material and 

inadequate supply of domestic raw materials due to weak agricultural industrial 

linkages are to be addressed through various input policies. In response to such weak 

linkages, the government of Ethiopia plans to establish integrated agro-industrial parks 

along the major ago-ecological zones of the country. 

Further research conducted by Gemechu (2016) finding says, both all internal and 

external factors are not equally affects the performance of micro and small enterprises. 

As compared with the other factors, technological factors, lack of infrastructural 

facilities, shortage of working premises and shortage of finances for start-up and 

expansion purposes are the top most factors that affect the growth and success of MSEs 

activities. In spite of the above mentioned data’s, the sector has been confronting with 

many challenges whose severity varies across regions and cities. The International 

Finance Corporation, (2011) has identified various challenges faced by MSEs 

Including lack of innovative capacity, lack of managerial training and experience, 

inadequate education and skills, technological change, poor infrastructure, scanty 

market information and lack of access to credit. 

According to Jimma town administration job creation and urban food security office 

inventory report (2018), indicated 11,247 MSEs are organized in last Five years (2013-

2017) But 8581(76.3%) of MSEs was felled and only 2,666 (23.7%) of MSEs are 

survived. From total MSEs (11,247) the number of manufacturing sector was 1136 

(10.1%), But only 31.1 %( 350) MSEs are survived and 68.9 %( 782) of them are felled 

in these years. 

The researcher was concerned on the manufacturing sector due to its government 

center of attention area which expects as a bridge to transforming from agricultural 

lead economy to industry lead, the sector also helps to employee creation, wealthy 

generation, and expects increasing hard currency through producing import substitute 

production. Therefore, the researcher focus on some selected factors because of limited 

time and resources, only on internal factors, (managerial factors) and external factors; 

(financial, working premises, and infrastructure factors) were researched as a single 

intervention in the manufacturing sector at the micro level. 

1.2 Objectives  and hypotheses of the study 

The main objective of the study was to assess factors that affect the growth of micro- 

enterprises in manufacturing sector in Jimma town. 
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H1: there is a significant relationship between managerial factor and growth of micro- 

enterprises in manufacturing sector. 

H2: there is a significant relationship between work premise factors and growth of 

micro- enterprises in manufacturing sector 

H3: there is a significant relationship between infrastructural factor and growth of 

micro- enterprises in manufacturing sector 

H4: there is a significant relationship between financial factor and growth of micro- 

enterprises in manufacturing sector 

2 Literature review  

2.1 Definitions and concepts of Micro enterprises 

Universally there is no common definition of MSEs and different countries use 

different words based on the conditions of MSEs and countries' economies. In the case 

of Ethiopia, there is a lack of uniform definition at the national level to have a common 

understanding of the Micro and small enterprises sector (Munira, 2012).According to 

the Ministry of trade and industry: Micro enterprises are those businesses enterprises, 

in the formal and informal sector with a paid-up capital not exceeding Birr 20,000 and 

excluding high tech consultancy firms and other high tech establishments, whereas 

Small enterprises are those business enterprises with a paid up capital of above Birr20, 

000 and not exceeding Birr 500,000 and excluding high tech consultancy firms and 

other high tech establishments. Currently, the revised micro and small enterprises 

strategy that divided micro and small enterprises in terms of product, service, sectors 

and capital defined, Micro Enterprises are those enterprises having 5 workers 

including family members and its total asset not exceeding Birr 100,000 for 

manufacturing enterprises and Birr50,000 for service providing enterprises. Small 

enterprises are those enterprises having 6-30 workers and their total capital not 

exceeding Birr 1.5 million for manufacturing enterprise and Birr 500,000 for service 

providing enterprises (Munira, 2012). 

2.2 The Role of MSEs in Economic Growth 

MSEs are long recognized as important vehicles of economic diversification, income 

generation, and distribution, and accelerating the economy of a country (Munira, 

2012).They can also help to achieve a more equitable distribution of the benefits of 

economic growth and thereby help alleviate some of the problems associated with 

uneven income distribution, employment creation, industrial development, rural 

development, poverty alleviation, job creation, to identify and exploit market 

opportunities, and export growth to provide the basis for medium and large scale 

enterprises (Zemenu and Mohamed, 2014). 
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A study conducted by FDRE, (2013), for example, report that micro and small 

enterprises are major drivers of both employment and economic growth contributing 

to more than 50 % of GDP and 60 % to employment in developed economies, 

constitute less than 30% of employment and 17% of GDP in developing countries. 

MSEs in Ethiopia are the second -largest employment generating sector next to 

agriculture (Habtamu et al., 2013). 

2.3 The Role of the manufacturing sector in the Ethiopian economy 

In Ethiopia the Manufacturing sector employed 4.5 percent of the total workforce in 

2013. Employment by the sector grew at an annual rate of 4.8 percent (similar to the 

4.7 percent growth for total employment) between 2005 and 2013 (NPC 2018).Jobs in 

the construction industry tripled from 229,000 to 825,000. This has doubled the 

construction industry’s share of total employment from 0.9 to 1.9 percent. Meanwhile, 

stimulated by the expansion of public infrastructure and favorable policies, value- 

added in the construction industry increased from 11.1 to 27.7 percent between 

2010/11 and 2014/15 and then slightly dipped to 22.85 percent in 2015/16–2016/17.7. 

Manufacturing industries related to the construction sector (such as the cement industry 

and other building materials) have also shown rapid growth and shifts in industrial 

structure (Oqubay 2015; CSA 2017). Despite the increase in manufacturing output, 

there has been no comparable growth in manufactured exports and employment, the 

share of manufactured exports in total exports remained less than 13 percent while total 

exports decreased from 12.7 to 7.7 percent of GDP during 2001 and 2016/17. 

The Growth and Transformation Plan seeks to transform the economy toward an 

industrialized economy and to increase the per capita income of its citizens by 2025, 

to this effect, the Government has adopted policy focused on the development of the 

manufacturing sector through the use of industrial parks to attract and to support SMEs. 

Targeting SMEs is important as they are an engine for job creation and a manifest of a 

thriving and dynamic economy. But, with services and agricultural sectors contributing 

almost 90 percent of GDP, the GTP has not been able to accelerate structural 

transformation. At the same time, the share of the manufacturing sector in GDP 

remained just above 4 percent of GDP for most of the past decade. Furthermore, 

Ethiopia has not made significant progress in pulling labor out of agriculture into more 

productive and industrial jobs. The share of employment in the manufacturing sector 

has changed only slightly and is virtually unchanged since 1999 at below5 percent of 

total employment. The ratio of imported inputs to total raw materials for the overall 

manufacturing sector has been 0.50, mostly uniform during the period of 1995/96 to 

2015/16, underscoring the weak backward linkages in Ethiopia’s manufacturing 

sector, despite the unevenness across industries. Imported-input dependency ratio 

increased by 75 percent in the leather and leather goods industry; by 57 percent in the 
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manufacturing of food products and beverages; and by 38.5 percent in textiles and 

apparel production, suggesting weak backward linkages with agriculture and the 

weaknesses of existing industrial policy in developing verticality in these sectors (CSA 

1994–2017). 

2.4 Factors affecting growth of micro enterprise in manufacturing 

sector  

2.4.1 Managerial Factor 
Among factors affecting the growth of Small scale and micro enterprises in the 

manufacturing sector is managerial competencies that have a positive influence on the 

performance of Small scale and micro enterprises (Hisrich & Drnovsek, 2002). 

According to Wawire and Nafukho (2010) shows that poor management is the second 

most cause of MSEs‟ failure after lack of enough funds, this is because entrepreneurs 

cannot afford the high cost of training and advisory services while others do not see 

the need to upgrade their skills due to complacency. Ihua (2009) reported that one of 

the serious constraints on small business growth is the lack of management skills, 

which results in poor management actions taken by small business owners. Literature 

makes it clear that 54%of those who manage the MSEs had no training at all, while 

38 % had some limited project management knowledge. 

Furthermore, there has been researched that indicates that enterprises who had received 

training in their areas of business reported that their businesses were doing well. But 

enterprises that did not receive training in their areas of business perform less. This 

indicates that relevant training can produce positive results in the running of businesses 

(Bowen et al 2009).There is a lack of knowledge of entrepreneurial and managerial 

capacity, and marketing experience(Commission on Legal Empowerment of the Poor, 

2006). 

2.4.2 Infrastructural Factor 

Physical infrastructure such as transportation, land or operating space, and 

communication facilities such as the internet, telephone, and postal services are vital 

for the successful operation of entrepreneurial activities and venture start-up and 

growth (Trulsson, 2002). Accessing physical infrastructure can be seen as one of the 

inputs that the entrepreneur must pull together in his or her role as an economic “gap-

filler” and an “input-completer. Access to physical infrastructure for entrepreneurs can 

vary widely from country to country and while it may be taken for granted in many 

high-income countries, in others it can be a major issue (Bitzenis and Nito, 2005). 

Good infrastructure facilitates to have a positive effect on reducing the cost of 

operation. MSEs Owners in Ethiopia indicated that a lack of efficient, reliable, safe, 
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and affordable infrastructure is affecting the performance of their business. The 

physical infrastructure facilities are not adequately developed and expanded in 

Ethiopia to meet the growing demand for MSEs activities. As a result, most MSEs 

have problems related to business premises such as an increase in house rent, lack of 

basic services such as telephone lines, electricity supply, sewerage and water services 

(Eshetu& Mammon, 2009). 

2.4.3 Financial Factor 

Many research demonstrated that small businesses start their business with their own 

savings supplemented by borrowing from friends and relatives. Furthermost micro and 

small enterprises are extremely risky ventures involving excessive administrative costs 

and lack the experience in dealing with financial institutions and do not have a track 

record of creditworthiness with banks. Since most banking institutions are reluctant to 

provide small enterprises with loans and credits, most MSEs are unable to secure 

collateral requirements. As a result of the absence of financing, the creation of new 

Enterprises, and the growth and survival of existing ones will be impeded (Commission 

on Legal Empowerment of the Poor, 2006). 

Access to finance is a major bottleneck for the rapid growth and development of MSEs 

mainly due to the targeted mechanism put in place to address the financial needs of 

small-scale enterprises. The standard of loan appraisal, the long delay the banks take 

to sanction loans, unfavorable disposition towards small loans, and the limited 

collateral requirement are the major obstacles that small scale enterprises are facing. 

Moreover, the interest rate by most microfinance institutes, which is higher than the 

lending rate of formal banks, inhibits effectiveness in addressing the needs of micro-

enterprises (Commission on Legal Empowerment of the Poor, 2006). 

2.4.4 Working premises 

According Mbonyane and Ladzani (2011) found that small businesses select a site 

without first thoroughly analyzing the suitability of location. The same researcher 

found that most of the micro-enterprises are failing owing to a lack of space provided 

by the government and the various shortcomings of the small business owners 

regarding their businesses and Location is critical factor for sales and income of small 

scale enterprises and hence entrepreneurs benefit from businesses in formal residential 

areas.  

Olawale and Garwe (2010) also found that poor location has a negative impact on the 

performance of micro and small enterprises. Working premises with the least leasing 

price adjustment is the first requirement and taken as mandatory to the government. 

Most informal operators do not get access to suitable locations where they can get easy 

access to markets. The issue of acquisition and transaction cost has become very 
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prohibitive to the emergence of new enterprises and to the growth and survival of 

existing ones. The issue of land provision and the land lease system has greatly 

constrained the chances of micro, small, and medium enterprises that aspire to startup 

businesses (Eshetu and Mammo, 2009). 

3 Research Methodology 

The study used descriptive and explanatory research design, the descriptive method is 

of special importance for this particular study to assess several factors and portray how 

they affect the growth of micro-enterprises in the manufacturing sector. The purpose 

of explanatory research is to increase the understanding of a researcher on a certain 

subject and to examine the relationship between independent variables and dependent 

variables and to determine the effects of each factor on micro-enterprises in the 

manufacturing sector. The target population of the research was only micro-enterprises 

in the manufacturing sector in the Jimma town those registered by the ministry of trade 

and market development they are 350 Micro enterprises, to select sample respondents 

from the entire population, probability sampling specifically stratified sampling 

technique was used meanwhile it ensures the presence of the key subgroup within the 

sample. 

Sample size should be optimal in which it accomplishes the requirement of efficiency, 

representativeness, reliability, and flexibility (Kothari, 2004). The number depends on 

the accuracy needed, the population size, population heterogeneity and resources 

available. Consequently, the sample size must be determined by using a statistical 

formulas, different authors use different formulas to determine the sample size of the 

study, the sample size of the study were186 respondents. The study used primary and 

secondary source of data, primary data was collected by using questionnaires, and 

secondary sources of data were books, publications and the internet that involves; 

looking into already done materials, document analyses from numerous published and 

unpublished documents. The validity of instruments was pre-tested by potential 

experts and advisors. The reliability of the instrument was measured using Cronbach’s 

alpha test. The internal consistency reliability results in the study were 0.891 that is 

confidential under excellent classes. Analysis of data was completed in order to answer 

the research questions of the study. Data collected was sorted, classified and coded 

then tabularized for comfort of examination. The data was summarized and categorized 

according to mutual themes to analyze the data, different kinds of statistical approaches 

including descriptive statistics and inferential statistics (correlation and multiple linear 

regression), were used. Furthermore, descriptive is applied for percentage, standard 

devotion, and mean value were calculated using SPSS version (23). 

Model specification 
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According to Gujarati (1995); “Multiple linear regression method is used to study the 

relation between the independent variables and dependent variable. He defines a 

regression function as follows: 

Υ = β 0+ β 1Χ1+ β 2Χ2+ β 3Χ3+ β 4Χ4+ ui 

Where Y is growth of micro manufacturing enterprise, Βn is the coefficient of 

independent variables, X1= managerial Χ2= work premises Χ3= infrastructure and 

Χ4= finance. Ui is error term.   

4 Results and Discussions 

Questionnaires were organized and disseminated to the respondents and from these, 4 

respondents did not return back the questionnaire. Due to this reason, 182 (97.85%) of 

the distributed questioners are collected. According to Mugenda and Mugenda (2003), 

a response rate of 70% and over is excellent. 

4.1 Demographic data of the respondents 

The find of the background of respondents indicated that majority of the respondents 

are male with a total of 77.8% while the remaining 22.2% were female. Concerning to 

marital status of the respondents 67.3% was married, with mention to age most of them 

are in the age range of 18-30 at 68.43% and education majority of the respondent 

sample group were TVET holders which represents 55% from the total participant, in 

addition, majority of respondents have working experience from 1-2 years which 

represent 34.5% from the respondent provider of research, the number of employees 

working in the business enterprises have 1-3 (76.6%) employees, with regarding the 

initial capital majority of the enterprises (52.9%) were between birr, 5001-

15000, the principal sources of finance for the MSEs mainstream of the respondent 

confirmed  (56.1%) started their business by borrowing money from microfinance 

institutions, concerning to type of the business they operate most of them (33.9%) are 

organized under food and beverage product work. Regarding to the source of the 

workplace (28.1%) of the enterprises acquired from the government, regarding the 

attraction of working place 66.1% respondents indicate as they do not have an 

attractive workplace. 

4.2 Descriptive Statistics 

As per the findings presented in Table 1 deficiency of knowledge of entrepreneurial 

and managerial capacity, lack of coordination of the production process, absence of 

formal education and training in proper business management and nonexistence of 

technical knowledge to lead the business of enterprise at the grand mean score of 4.19, 

4.25,4.31 and 4.12 respectively. This implies that the managerial factors influence the 

growth of micro enterprise in the manufacturing sector to a great extent. This find is 
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supported by the finding of Wawire (2010) that shows that poor management is the 

second most cause of MSEs‟ failure after lack of enough funds. 

 

 

 

 

 

Table 1: Descriptive statistics on managerial and work premise factors in 

manufacturing sector at Jimma town (n=182) 

No Managerial factors Mean St. Dev. 

1 Deficiency of knowledge of entrepreneurial and 

managerial capacity. 

4.19 0.80 

2 lack of coordination of production process 4.25 0.72 

3 Absence of formal education and training in 

proper business management 

4.31 0.79 

4 Non-existence of technical knowledge to lead 

business of enterprise 

4.12 1.02 

Work premise factors   

1. Current working place is not convenient 4.09 0.86 

2. The rent of house is too high. 4.40 0.87 

3. Current work place is insufficient to the business. 4.26 0.96 

4. The work place is not attractive and doesn’t have 

infrastructure. 
4.01 0.88 

Source: Own survey (2019) 

The additional factor is work premise factors. The current working place is not 

convenient, the cost of renting house is too high, the current workplace is insufficient 

to the business and the workplace is not attractive and doesn’t have the infrastructure 

at grand mean score of 4.09, 4.40, 4.26 and 4.01 correspondingly. It indicates that 

work premises factors affect the growth of microenterprise in the manufacturing 

sector. The finding is confirmed with the finding of Olawale and Garwe (2010) poor 

location has a negative impact on the performance of micro and small enterprises. 

As per Table 2, the infrastructural factors are power interruption, insufficient and 

interrupted water supply, lack of telephone and internet service and non-existence of 

sufficient and quick transportation service at the grand mean score of 3.95, 4.05, 4.24 

and4.31 respectively. This indicates that infrastructural factors affect the growth of 
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microenterprise in the manufacturing sector. Finally factors are financial factors those 

are inadequacy of credit institutions, lack of business plan preparation skills, loan 

application procedures of lending institutions are too complicated and shortage of 

access to a loan at the mean score of 3.80, 4.46, 4.14 and 4.23 correspondingly. From 

the finding of the study it’s safe to conclude financial factors affect growth of the micro 

enterprise in the study area. This finding is support by the finding of Mazanai and 

Fatoki, (2012) one of the major challenges pointed out as hindering the growth and 

survival of start-up SMEs is finance factor. 

Table 2: Descriptive statistics on infrastructural and financial factors in 

manufacturing sector at Jimma town (n=182) 

No Infrastructural factor Mean St. Dev. 

1 Power interruption 3.95 0.84 

2 Insufficient and interrupted water supply 4.05 0.72 

3 Lack of telephone and internet service 4.24 0.90 

4 Non-existence of sufficient and quick transportation 

service. 

4.31 0.79 

Financial factors   

1. Inadequacy of credit institutions 4.32 0.71 

2. Lack of business plan preparation skills 4.46 0.58 

3. Loan application procedures of lending institutions are 

too complicated 
4.14 0.89 

4. Shortage of access to loan 4.23 0.92 

Source: Own survey 2019 

4.3 Correlation analysis 

In this part of the analysis bivariate Pearson correlation coefficient has been used to 

examine the relationship between the dependent and independent variable. According 

to Wajahat (2010), before the start of regression analysis, it is important to check the 

correlation test between dependent and independent variables. The Pearson correlation 

scale ranges from -1 to 1, any value greater than zero indicates a positive direct 

relationship between the two variables, which implies that every increase in the 
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independent variable will lead to an increase in the dependent variable, while any value 

less than zero indicate a negative indirect relationship between two variables, this 

means that every increase in the independent variable will lead to the decrease on the 

dependent variable.  

Table 3: Results of Pearson correlations analysis  

 

Variables 

Growth of micro 

enterprise  

Infrastructural 

factors 

Financial 

factor 

Managerial   

factor 

Work 

premises  

factor 

Growth of 

micro enterprise  
1     

Financial factor 0.77** 1    

Managerial 

factor 
0.75** 0.79** 1   

Work premises  

factor 

0.73** 0.73** 0.83** 
1  

Infrastructural 

factors 

0.72** 0.62** 0.64** 0.71** 
1 

Note: **. Correlation is significant at the 0.01 level (2-tailed). 

Source: Own survey (2019) 
 

Correlation is an effect size and so we can verbally describe the strength of the 

correlation using the guide that suggests for the absolute value of r: from the above 

table 3 result, it can be perceived that financial factor is the most correlated variable 

with the growth of microenterprise in the manufacturing sector (with the r-value of 

0.77) and it was followed by managerial factor (with the r-value of 0.75), work 

premises factor (with the R-value of 0.734) and finally infrastructural factor (with the 

r-value of 0.72) respectively. From this analysis, it can be noted that financial, 

managerial, work premise and infrastructural factors have a significant and positive 

relationship with the growth of microenterprise in the manufacturing sector. Therefore, 

they have a positively correlated and strong association with each other. 

4.4 Estimation Results of Determinants of Growth of Micro 

Enterprises at Jimma Town 

The correlation analysis showed that there is a significant relationship and positive 

relationship between the independent and dependent variables. To what extent the 

variance in the growth of microenterprise in the manufacturing sector will be explained 
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by the financial, managerial, work premises, and infrastructural factors are discussed 

here. The independent variables explained 70.3% of the growth of micro-enterprise in 

the manufacturing sector as presented by the adjusted R2 value. It implies that 

independent variables only contribute to about 70.3% to the growth of microenterprise 

in the manufacturing sector while the other factors not studied in this research 

contribute 29.7 % to the growth of microenterprise in the manufacturing sector hence 

there is an essential to extra study the further factors. 

Table 4: Results of Multiple Regression Analysis 

Variables Unstandardized 

Coefficients 

Standardized 

Coefficients 

T Sig. 

B Std. 

Error 

Beta 

 0.83 0.39  4.58 0.01 

Financial factor 0.59 0.05 0.59 4.76 0.00 

Managerial factor 0.40 0.06 0.33 4.66 0.00 

Work premises factor 0.39 0.09 0.31 3.86 0.00 

Infrastructural factors 0.37  0.06  0.38 1.21 0.00 

Dependent variable: Growth of micro enterprise in manufacturing sector. 

According to the results presented in Table 4, financial, managerial, work premises, 

and infrastructural factors constant at zero, the growth of micro enterprise in 

manufacturing sector comprehended would be 0.83. The findings studied also shows 

that taking all other independent variable at zero. A unit increase in financial factor at 

beta value .587, which implies that a 1% increase in financial factor unit will cause a 

58.7% increase in growth of micro enterprise in manufacturing sector. Managerial 

factor at the beta value of .402 which suggests that a 1% increase in managerial factor 

unit will cause a 40.2% increase in growth of micro enterprise in manufacturing sector; 

work premises factor at the beta value of .389 which indicates that a 1% increase in 

work premises factor unit will cause a 38.9% increase in growth of micro enterprise in 

manufacturing sector. To conclude infrastructural factors at a beta value of .374 which 

infers that a 1% increase in infrastructural factors unit will cause a 37.4% increase in 

growth of micro enterprise in manufacturing sector; the statically significance level of 
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this variable is 0.000; this is at 95 percent confidence interval.as SPSS generated table 

above equation 

Υ = β 0+ β 1Χ1+ β 2Χ2+ β 3Χ3+ β 4Χ4+ ui 

Y=0.83+0.40+0.39+0.37 +0.59 

Summary of hypothesis 

Hypotheses  Results 

H1: there is a significant relationship between managerial factor 

and growth of micro- enterprises in manufacturing sector. 

Accepted 

H2: there is a significant relationship between work premise factors 

and growth of micro- enterprises in manufacturing sector. 

Accepted 

H3: there is a significant relationship between infrastructural factor 

and growth of micro- enterprises in manufacturing sector. 

Accepted 

H4: there is a significant relationship between financial factor and 

growth of micro- enterprises in manufacturing sector. 

Accepted 

 

5 Conclusion  

The study has attempted to identify the factors affecting the growth of microenterprise 

in the manufacturing sector at Jimma town, From the finding researcher revealed that 

financial factors are positively affected the growth of microenterprise in the 

manufacturing sector in the study are due to this the profitability of the enterprise was 

restricted and become a cause for the distraction of the enterprise, further managerial, 

work premises, and infrastructure factors were hinders for the growth of 

microenterprise in the manufacturing sector.  As a reason for all the above factors in 

Jimma the town the growth of microenterprise in the manufacturing sector becomes a 

low performance, loss profitability and their growth are stagnant. The correlation 

analysis result shows the relationship between the finance, work premise, managerial, 

and infrastructure factors and growth of microenterprise in the manufacturing sector 

was a strong and positive relationship. The conclusion of regression analysis observed 
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that finance, work premise, managerial, and infrastructure variables have a significant 

positive effect on the growth of microenterprise in the manufacturing sector. 

6 Recommendations 

The study recommends that the government should have to the establishment 

information centers and networks to provide information to microenterprises, 

entrepreneurs, in order to cope with their market, financial, management system 

problems. The administration would have to create a favorable business environment 

in collaboration with society, private, and other potential organizations by constructing 

clusters and shade on eye-catch areas. To develop enough sources of finance for 

microenterprise the government would have to organize and support the performance 

of MFIs and another source of finance and create an option for other financial 

institutions through encouraging NGOs, the private sector, and other civic 

organizations. Jimma town microenterprise and food security office be supposed to 

undertake a detailed study on the appropriateness of the working place to be given to 

each type of enterprises by considering the interest and nature of the individuals to be 

organized to each type of the enterprises. Microenterprise should enhance their 

marketing skills through appropriate training and experience sharing with other 

Microenterprises, a trade organization, civil society, import, and exporters and 

advertisement agencies, they should form a supply chain management and support 

each other to minimize their market problem, should also be encouraged to join 

professional organizations which are run by experienced business owners and trainers, 

those organizations should offer to mentor and coaching to new startups, they must 

impart skills training and knowledge especially regarding proper business 

management, writing and keeping of financial records and writing of sustainable 

business plans. Micro finances institutions are supposed to minimize their interest 

rates, service charge, and advance saving of 10% enhanced to give continuous advice, 

supervision, and counseling the microenterprise at startup, growth, and maturity stage, 

create trustworthiness between the institution and microenterprises and open satellite 

branches at the cluster level. 
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