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Abstract

This study seeks to examined and generate findingmancial performance of agricultural enterpsisad their
determinant factors in Hadiya zone, Ethiopia. Ttuely was performed the financial performance ofcadtural
enterprises and the determinant factors of 212 MS#dtected by multi-stage sampling techniquesdtitian
to these 18 focus group participants and 5 keyrimémts stakeholders were used to sharpen and sizech#ine
data collected from sample to fill the identifiezbearch gaps and to address the research objeaftithes study.
The data were analyzed using descriptive statistitseconometric models including profitabilityiosanalysis
and multiple liner regression analysis techniqu&scording to the result obtained from profitabilitatio
analysis 42(67%) of MSAEs found in the study are#ifable whereas 70(33%) were incurred loss. Tdwilt
of multiple liner regression analysis showed thadnk the independent variables included in the maedel of
MSAEs, amount of initial capital and access tonirsg were statistically significant at less than &®gnificance
level; number of employee, experience of manageress to market, access to premises and accessdib c
were statistically significant at less than 5% #igance level as hypothesized and educationall lewel
entrepreneurial skill were also statistically sfgraint at less than 10% significance level. Alltistécally
significant explanatory variables found in the midaked positive relationship with the financial pmrhance of
the MSAEs. Recommendations emanating from the sty very important to build up the financial
performance of MSAEs to become profitable in theibess and also to transform them into higher level
enterprises. To improve the financial performanicerterprises beyond the impact of challengeabiestraints,
all concerned bodies should give high attentiongdate and initiate entrepreneurial skill by appdyinnovative
training, ensure experience and best practice relhaystem, allocate proper capital and employegraaie
education level attained and create alternativeketaaccess, facilitating sufficient premises anediraccess,
monitoring and evaluation of all benefit generatud costs incurred as well as effective utilizatioh
employees to ensure successful financial performafthe MSAEs.

Keywords: MSAEs, profitability ratio analysis, multiple km regression

1. Introduction

The government of Ethiopia implements multi-dimensil policies and strategies to ensure rapid and
sustainable growth and development. To land diffeaghievable plans of growth and development ssuere
are sectors which contribute the lion share toasnghe target point of the plans. From those ntaincrete
pillars of economic sectors, enterprises are onth@fmost important economic sector which playsagrele
with diversified economic activities and build eocaomic bridge to transform economic development sgtof
the country from agriculture to industrializatioRthiopia has scored double-digit growth in the pa6t
consecutive years (FEMSEDA, 2014). Recognizingdle of enterprises in the socio-economic developnof
the country government gave special attention & déctor. However, it is hardly possible to thihlattall
enterprises are successful in serving the purgosg dre intended for. This is largely true thatrtfi@ancial
performance is dependent on a number of factoes éige of enterprise, educational level of managenber of
employs, amount of initial capital, entrepreneusiill, access to training, access to market, genflenanager,
consultancy service, access to premises, accasfdstructures, customer networks, access to tradd high
cost of input (Benjamin and Bonno, 2007; Wanjohil atiugure, 2008; Bontet al. 2009; Timo and Minna,
2009; Cetin, 2010; Islam and Siengthai, 2010; Malain@011; Admasu, 2012; Janesl., 2013; Hailayet al.,
2014; Fikire; Endrias, 2015).

The updated information is likely to be very usdfuthe formulation of policies by Government, NGOs
donor agencies and other bodies interested in gl shape and improve the financial performantg a
determinant factors of MSAEs. Hence, this study desmed to measure financial performance of MSAifs a
determinant factors affecting the financial perfance of MSAEs which have not been adequately sluidie
Hadiya Zone. Even though some studies on entegovigee done in different areas of the country whighne
specifically concern on the causes of MSAEs failanel financial accesses for the growth of MSAEsthia
study, the effort was made to measure the finapgdgbrmance of MSAEs and identify the determirfactors
affecting the financial performance of MSAES in HedZone.

2. Objectivesof the Study
The general objective of this study was to evaltia¢efinancial performance of agricultural entesps and their
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determinant factors in Hadiya zone, Ethiopia.
The specific objectives of the study were:

i. To measure the financial performance of micro andlkagricultural enterprises in the study area;

ii. To identify factors affecting the financial perfaante of micro and small agricultural enterpriseshi@
study area.

3. Research Methodology

Descriptions of Study Area: Hadiya zone is found in the SNNPRS of Ethiopia.sT$tudy was undertaken in
Hadiya zone. Hadiya zone is located at a distah@32 kilo meters away from the Addis Ababa, cdpitty of

the country, to south and 180 kilo meters away fr@mional site of Hawassa Town to North West. The
estimated total area of the zone is 346,958.5 rextt#t is characterized by temperate type of dénveith daily
temperature ranging from 48to 27c, and is located 1900 meters above sea levehvé tow to high rainy
season for 7 months from February to August andierremaining 5 months from September to Januavg h
bright and conducive air condition throughout theary The total population of the zone as per themal
census of 2007 was estimated to be male 769,582%}%nd female 778,262 (50.3%) the total of 1,844,
hard-working, peace-full, multi-ethnic and religooweople are found. It is divided into 10 Woreda
administrations and 2 town administration. Hosatowan is a capital of the zone Administration.

Mixed farming, business activities public and ptévaectors employments are the dominant economic
activities in the zone. It is suitable for livingdihighly productive in nature. Farmers in the gtacea practice
mixed farming system, which is mainly concernedtmrearing of different types of livestock likettta, sheep,
and goat and production of multiple agriculturabgucts such as cereals (wheat, teff, maize, bareybean),
fruits and vegetables. The area is specializedheatvproduction and its productivity is about 60ntals per
hectare. The area is known as “the basket of wisgadller Canada” Great Leader Late Prime Ministeddd
Zenawi speech (Hadiya Zone Administration). In &ddi some cash crops like khat and coffee are also
produced.

Description of Population and Sampling Methods:neasure financial performance of the MSAEs and the
determinant factors, the study was used stratdied simple random sampling techniques in ordeekecs the
required sample. Stratified random sampling is usbdn the population is divided into two or moréevant
strata based on one or more attributes. The adyargh stratified sampling is said to be its abilioyensure
inclusion of subgroups, which would otherwise beitted entirely by other sampling methods becaustheif
small number in the population. It is appropriaedny social science research when a sample sinere than
30 and less than 500 (Ruth, 2015). Accordinglysetect the representative sample from the populattis
study was employed multi-stage and combination iGfer@nt sampling procedures. In the first stepegh
woredas was selected by simple random samplingaddtom the study area. The three sample woredas we
Lemmo, Analemmo and Misha from ten woredas in thweez The three sample woredas was representative of
the ten woredas of Hadiya zone. In the second sidgatification of kebeles where MSAEsS exist witho
stages (micro and small) and which are engagedairy ¢rroduction business activity within the regpec
woredas. Following this, six kebeles was selectgdimple random sampling method. In the third stbg,
existing MSAEs which are found in the six kebelésh® study area were classified into major develept
stages. In the study area, there are two estabdishstages in which MSAEs are engaged as shownwvhalo
Table 3. To select representative sample MSAEs #aoh stratum simple random sampling method was. use
Table 1: Sampling distribution of MSAEs

Enterprises level Number of MSAEs Proportion (petage) Sample size
Micro 285 54 114

Small 243 46 98

Total 528 100 212

Source: Own design based on Hadiya zone entergtesedopment office (2016/17)

There are several ways to determine the sample BiEse include using a census for small population
imitating a sample size of similar studies, usingplshed tables and applying formulas to calcutatgample
size. To determine the sample size of MSAEs faariial performance measure and its determinarargahis
study was used simplified formula provided by Wat$2001) to determine the required sample size5&b 9
confidence level, estimated variance in the pomrgd0% and margin of error 5%.

P[1-P]
| A2, P[1-P] (1)
zZt N

R
Wheren is the sample size required (21R)is the population size (528},is estimated variance (50%),
is margin of error (5%)/ is confidence level (95%) arRlis estimated response rate (96%). So accorditigeto
above formula the sample sinevas 212 MSAEs and this study was carried out chMSAEs. A total of 212
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MSAEs (114 from micro level and 98 from small Idwehs randomly selected based on probability pridgoal

to size of the MSAEs. To capture the representadsammple of MSAEs from each stratum, simple random
sampling method was used. The qualitative datacstiscted by using 5 key informant interviews ai@dfdcus
group discussions. Such an approach was helpfubuidd a comprehensive understanding as well as
identification and ranking of some of the proxyigators as well as to quantify and analyze theticalahips
among significant variables.

Types of Data and Data Collection M ethods: The study was used both primary and secondagy atatected
from various sourcesThe primary data was collected from the sample MSARough observatiomnd
structured questions and interview which are the@nmastruments of data collection, supported by key
informants interview and focus groups discussiom @lnservation checklists which are pre-tested faats use

to answer the research questions and to attaimefearch objectives of the study in the field. Meer, key
informants’ interview was carried out using chestdi prepared for the purpose of obtaining the tpiale
information in order to supplement the primary damally, the respondents were asked whether @ir th
opinion their MSAEs are successful or not, theroramendations to government and NGOs to help in the
development of MSAESs sector to have feasible ingpact employment creation and income generation. The
secondary data was obtained from published boo#ls@mnal articles, as well as unpublished annapbrts
and records from government offices and other eglewvrganizations. All data collection process e@mpleted
under close supervision of the researcher.

Methods of Data Analysis: The study was employed both descriptive statistitd econometric model. The
descriptive statistics was run in SPSS while the@idgoal models were run in STATA computer soft-ware
Specifically, descriptive statistics was used teaide sample household head demographic and sooiwemic
characteristic in the study area. Since descrifgiagstics was important tools to present reseastilts clearly
and concisely. In case of that to compare and aenttifferent categories of sampled units with eesfto the
desired characteristics, so as to draw some impodanclusions. The econometric models was emplaged
measure the performance and identify the determifzaors affecting their financial performance veasried

out using econometric methods like, profitabiliitio analysis and multiple liner regression modscu

To measure of financial performance of MSAEs uskrtow the success status of the MSAESs in terms of

profitability ratio of the MSAEs as equated in eooric variables as follows.
Total revenue
= e (1)

Total cost
Total revenue: Total revenue was the sum of the returns earmed frerforming different activities to sustain in
the business. If the total revenue of the MSAEsdases more than the total cost, then value oftahbiifty ratio
also increases and greater than one in the shoytthen the performance of MSAEs is acceptableti{ien
survived manner).
Total cost: Total cost was derived from the summation of ficedts and variable costs. Total cost of production
is an important parameter in estimating the prbiiity ratio associated with a given MSAEs. If ttwgtal cost of
the MSAEs increases more than the total revenes ¥alue of profitability ratio also decreases &s$ than
one in the short run, then the financial perfornea@tMSAEs is in rejected (in the failed manner).

To identify the factors that affect the financiarfprmance of MSAEs, multiple linear regression was
employed. Multiple linear regression analysis tak&® account the inter-correlations among all ables
involved. The model test was performed to identifg existence of causality degree of associatidwesn
response and explanatory variables. Following ttelsrs suggestions, this study was used the ruliipear
regression model to identify factors affecting fimancial performance of enterprises as follows:

Yl = BO + BiXi + BiDi +€i )

Y;is response variable (profitability ratio)

Bo is intercept constant

B is slope coefficient

X; is continuous explanatory variables representing afjthe enterprises, educational level, experievice
manager, number of employees and amount of imiéipital of the enterprises.

D; is dummy explanatory variables representing engregurial skill of operator, access to training,emsscto
market, gender of manager, consultancy servicessacto premises, access to services, customer nkstand
access to credit for the enterprises.

€; is error term

4. Resultsand Discussion

4.1. Descriptive Statistics

Characteristics of sample MSAEs. The age of MSAEs imply that duration of time theSAEs stay in the
business. In the study area, MSAEs were establigrat started operating following national entempris
development strategy of 1997. About 4% the MSAErevestablished before ten years ago, 21% were iagghn

39



Journal of Poverty, Investment and Development www.iiste.org
ISSN 2422-846X  An International Peer-reviewedrdal “_.!lj
Vol.46, 2018 IS'E

since 7-9 years, 26% joined the sector before daBsyand 49% were organized during the past 143 y&able
2). Thus almost half of the MSAESs had age onetteetlyears were passed since their establishment.
Table 2: Age of MSAES stay in the business

Age of MSAEs Frequency Percentage
1-3 years 104 49

4-6 years 55 26

7-9 years 45 21

10 years and above 8 4

Total 212 100

Source: Author’s survey data (2016/17)

Number of employees in the MSAEs. According to national enterprise development styatef 1997 micro
level of enterprise set the number of employeeouplt employees in the enterprise but in the studs 62% of
micro level MSAEs accommodates less than 4 empyeeach MSAE to run their business. This indisate
that 62% of micro level enterprises were less tthennecessary number of employees and do not palgti
occupy and create job opportunity in line with thendard of the strategy. On the other hand 53%tnail level
enterprises actually handle not more than 9 empleywen if the strategy put the number of emplayesd be
from 10-50 in small level enterprises. It is cléhat in small level 53% enterprises do not fit theimum
requirement to accommodate and create job oppéytasistated in the strategy as shown in Tabld@ibe

Table 3: Number of employees in the enterprises

Enterprises level Number of Employees Frequency cdreage
Micro 1-4 71 62

5-8 43 38
Total 114 100
Small 1-9 52 53

10-14 46 47
Total 98 100
Grand total 212 100

Source: Author’s survey data (2016/17)

Amount of initial capital: As stated in 1997 national enterprise developméategy the amount of initial
capital for micro level MSAEs is up to Birr 20,00yt the amount of initiatapital of 67% of the enterprises in
the study area was started their business not thare half of the stated amount of initial capitadttis Birr
10,000 and even if the strategy clearly showed tiratamount of initial capital for small level ofterprises
from Birr 20,000-50,000, by fact 56% of small lewdlMSAESs in the study included in the study startieeir
business below the given range of initial capifdlis indicates that the majority of MSAEs in theidst area
started their business with insufficient amouninitfal capital as summarized in Table 4 below.

Table 4: Amount of initial capital

Enterprises level Amount of initial capital Freqagn Percentage

Micro Less than 10,000 Birr 76 67
10,000-20,000 Birr 38 33

Total 114 100

Small Less than 20,000 Birr 48 56
20,000-50,000 Birr 50 44

Total 98 100

Grand total 212 100

Source: Author’s survey data (2016/17)

Characteristics of sampled manager s/operators of M SAEs. About 71% and 29% of managers were male and
female respectively as indicated in table 5 bel®his indicates that there was not proportionalipigdtion of
men and women in managing position of MSAEs in shely area. This may be encountered due to various
reasons, which could be the problem of economidgtipasof female managed MSAES, including shortage o
labor, limited access to information and requingolits due to social attitude.

Table 5: Gender of MSAEs managers

Gender of managers Frequency Percentage
Male 151 71

Female 61 29

Total 212 100

Source: Author’s survey data (2016/17)
Regarding the experience of the managers of MSAERided in the sample most of them (52%) were
under the year group of 1-3, 24% were in betweén 9% were in between 7-9 age group and 5% weagéen
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group 10 years and above. This shows that almdétohahe MSAEs in the study area were managed by
managers who do not have sufficient experiencedd,linspire and champion the followers to be sssfoéin

the sector (Table 6).

Table 6: Experience of managers

Experienceof managers Frequency Percentage
1-3 years 110 52

4-6 years 51 24

7-9 years 40 19

10 years and above 11 5

Total 212 100

Source: Author’s survey data (2016/17)

About 43% of the MSAEs managers attained from gra@e(elementary level of education), 32% of the
MSAEs managers attained from grade 9-12 (high dclo@l), 18% had certificate level of educational
background and 7% of the MSAEs managers have updrdmtir academic status up to diploma and aboet le
of education (Table 7). This shows that the majooit MSAEsS managers have attained elementary lefel
education.

Table 7: Educational level of mangers

Educational level Frequency Percentage
Elementary 91 43

High school 68 32
Certificate 38 18
Diplomaand above 15 7

Total 212 100

Source: Author’s survey data (2016/17)

Entrepreneurial skill of the operators in the MSAEs: In the study area about 69% of the total MSAEs
included in the study had organized by operators ndwve entrepreneurial skill or have ability tostonething
well which leads the MSAEs to achieve their intahdmals of establishment. On the other hand, thdyst
ensures that 31% of the MSAESs did not have opesatho have adequate entrepreneurial skill in dthed tax

in the MSAEs. Many of the managers of MSAEs indidathat most of the problems they faced could besdo

if they have entrepreneurial skill to run theirigations in the MSAESs as indicated in the followifigble 8.

Table 8: Entrepreneurial skill of the operator’s

Entrepreneurial skill Frequency Percentage
Yes 146 69

No 66 31

Total 212 100

Source: Author’s survey data (2016/17)

4.2. Econometric Model Analysis

Profitability Ratio Analysis of MSAEs. The profitability ratioanalysis of 212 MSAEs showed that 67% of
MSAESs had profitability ratio greater than onesthnplies that 67% MSAEs were perform in a gooditable
manner and survived. Whereas, 33% of MSAEs hadtabilfty ratio less than one, which indicates tB&f6
MSAEs were perform in a bad/loss manner duringdh6217 physical year as indicated in Table 9 belova
similar way key informants interview and focus goaliscussion agreed with the financial performaste¢éus of
the MSAEs. As the key informants and focus grougigipants states that the poor financial perforoganf
MSAEs was result of MSAEs related problems and ldtolders problems includes; insufficient amount of
initial capital, managerial incompetence, inadequabnsultancy service, lack of premises and sherty
market access and customer networks for theirymtsd As they discussed the profitability of MSAEs0t by
chance, but by improving their performance thropginticipating in different training to upgrade thskill,
resolved disputes by discussion, kept records efyetransaction, did not withdraw investment cdpitdher
convert part of profit to investment capital andusiig and implementation of best practices whidtefas their
vision of success.

Finally, key informants and focus group particigaimterested on good/profitable financial perforoenf
MSAEs hopefully and put forward their suggestiomsMSAEs and any concerned bodies interested toowep
the financial performance of MSAEs. Generally topiove the financial performance of MSAEs; different
government stockholders, NGOs, members of MSAEs ratevant individuals who feel the responsibilitfy o
straggling the constraints to strengthen the firnmerformance of MSAEs gives high attention tailftate
different trainings to initiate entrepreneuriallskbcate enterprises at the right place, theneeisd for discipline
and the right focuses in the business, market tiginbss well and offer quality products for custome
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satisfaction, market the business through advegiaind issuing of pamphlets to potential custonjest,take
good care of the business, save money in the ssitteinvest in the future, provide business adwnd
financial support to MSAES, allocate land and psasifor MSAES, provide sufficient consultancy, noring
and evaluation system for the MSAEs.

Table 9: The profitability ratio analysis of MSAES

Entrepreneurial skill Frequency Percentage
Greater than one 142 67
Less than one 70 33
Total 212 100

Source: Author’s survey data (2016/17)

Factor s Affecting the Financial Performance of MSAEs: A multiple linear regression analysis was employed
by using the profitability ratio as the dependeatiable and age of MSAESs, educational level, nunifer
employee, amount of initial capital, entreprenduskill, experience of manager, access to trainaggess to
market, gender of manager, consultancy serviceesaco premises, access to services, customer nkstand
access to credit as the independent variablesrdsudt showed that about 73% the variation in pabflity ratio
was due to independent variables included in thdeid herefore, the model was the best fit modettie data
(Table 10). From the independent variables inaluidethe model age of MSAES, amount of initial ¢apand
access to training were statistically significantless than 1% significance level; number of emely
experience of manager, access to market, accgsenuses and access to credit were statisticailyifscant at
less than 5% significance level as hypothesized edhacational level and entrepreneurial skill welsoa
statistically significant at less than 10% sigrdfice level. All statistically significant explanatovariables
found in the model had positive relationship wtike financial performance of the MSAEs.

Table 10: Result of multiple linear regression gsisl

Variable Coefficients St. Error t-statistics P-valu
Constant 63.693 2.927 0.012
Age 53.819 0.146 3.736 0.000***
Edu 112.669 0.273 5.721 0.060*
Emplo 21.033 0.029 2.523 0.043**
Capt 162.531 0.415 13.635 0.000***
Skill 270.785 0.501 18.359 0.090*
Exp 148.264 0.280 7.618 0.027**
Train 87.251 0.204 4,914 0.000***
Mkt 82.608 0.173 3.016 0.031**
Cons 23.068 0.378 1.09 0.410
Sex 64.032 0.025 1.30 0.197
Infra 74.188 0.386 3.14 0.521
Prem 31.370 0.103 2.61 0.040**
Netw 50.015 0.056 0.36 0.643
Credit 35.029 0.013 2.16 0.032**
Adjusted R= 0.732 P-value = 000 F-statistic = 28.346

Multicollinearity test, VIF= 1.76
Heteroskedasticity test, P=F0.0512
Omitted variable test, Pz2 = 0.0012
* *x *xxgignificant at 10%, 5% and 1% levels resptively
Source: Author’s survey data (2016/17)

The variables which were statistically significantthe model to predict the financial performande o
MSAEs are discussed as follows.
Age of the MSAESs (Age): The age of the MSAEs statistically significantests than 1% significance level and
had positive relationship with the financial perf@ance of the MSAEs. A unit increase in the agdefNMISAES
would cause an increase in the profitability rdfinancial performance) of the MSAEs by 14.6 petcdinus,
long period existence of the MSAEs in the busireggoves the financial performances of MSAEs. Tikign
line with Amyx (2005) who found that new MSAEs fageeat risk of survival in the business than older
MSAEs.
Educational level of manger (Edu): The educational level attained by the MSAEs maragvas statistically
significant at less than 10% significance level Badng positive relationship with the financiakfeemance of
the MSAEs. The possible reason could be higher athrmal level enhance the managers capacity tdyeasi
understand the value and advantage get from MSA&E wower educational level of the managers inhabi
understanding about MSAEs. A unit increase in tthecation level of managers increases the profitgly#tio
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(financial performance) of the MSAEs by 27.3 petc&ing and McGrath (2002) in their study suggedteat
these managers with more education were more likelyoe successful in the MSAEs sector. They also
summarized that the managers with higher educégigei have greater chances of succeeding than thitiseut
education.

Number of employees (Emplo): The number of employees was statistically sigaificat less than 5%
significance level as hypothesized and positivellated with the financial performance of MSAEs. Aitu
increase in the number of employees in the MSAEseaEBes the profitability ratio (financial perfonmea) of
the MSAEs by 2.9 percent. This indicates that propenber of employees in the MSAEs with the worado
and efficient use of working capacity of the operatin the MSAEs improves the financial performande
MSAEs. Similar results were found by Islam and §teai (2010) reported that proper number and match
employees in the MSAEs had a momentous and positipaect on the financial performance of MSAEs.
Amount of initial capital (Capt) The amount of initial capital of MSAEs during stag of the business was
statistically significant at less than 1% significa level and positively related with the finangalformance of
MSAEs. The coefficient of variable indicates thairat increase in the amount of initial capitaltbé MSAEs
increases the profitability ratio (financial penftance) of the MSAEs by 41.5 percent. Thus, sufficemount
of initial capital capacitates MSAESs to operatehwitll potential to run their business and hengsdlifates good
performing environment for the MSAEs to survive armhtinue in the business. Similarly, MosalakaeO{@0
found that amount of initial capital of the MSAEs start the business was highly related with tharfcial
performance of the MSAEs and they were challengetlaive sufficient amount of initial capital to rthmeir
business could not succeed and exist in the busiheshe same manner, Kidist (2012) found thaadéguacy
and costly of credit facilities and sources, stgetaf working capital and high investment in fixassets during
start-up period have higher influence on MSAEstitial performance.

Entrepreneurial skill (Skill): The entrepreneurial skill of the operators in M&AEs was statistically
significant at less than 10% significance level had positive relationship with the financial perfance of the
MSAEs. Thus, MSAEs associated with effective arfitient entrepreneurs in performing successfull didave
higher probability of having a good financial perfance. Skilled operator is also one of the imptrta
determinants of a MSAEs financial performance, ssiotavailability highly skilled employees is assded with
higher employees’ productivity which was improvedfncial performance of MSAEs (Duenas-Caparas, 2006)
The appreciation and initiation of entrepreneusills of the operators by different trainings amekt practice
sharing is advantageous to promote the financigbpaance of the MSAEs. On the same way, Fagial.
(2010) found that there were positive correlatiamsong reactiveness and MSAEs operation with busines
financial performance. Effective entrepreneurshighskills and experiences was lead to a highdt a&iwell as
competitiveness in the business financial perfomaasf MSAES.

Experience of the manager (Exp): The experience of the manager of the MSAEs waisttally significant at
less than 5% significance level as hypothesizedrautpositive relationship with the financial perfance of
the MSAEs. This shows that MSAEs managed by expeei@ managers have higher probability of havingdgoo
financial performance. This is in agreement witle finding of George (2005) who stated that when the
managers have experience of being able to leadirénand champion the followers, the MSAEs havedgoo
financial performance and become successful itbtiseness.

Access to training (Train): Access to training for the MSAEs in different aggesgas statistically significant at
less than 1% significance level and had positilationship with the financial performance of the M&Ss. That

is the availability of access to training on diffat issues of the MSAEs increases the chance of 434 have
good financial performance in their business. Simil UNECE (2004) found that the existence of isigft
training access in building the capacity of MSAEevides them with high opportunity to have goodafinial
performance.

Access to market (MKkt): Access to market for the products of the MSAEs stasistically significant at less
than 5% significance level as hypothesized andgusitive relationship with the financial performanef the
MSAEs. This indicates that MSAEs which have highmarket access for their products have higher pritityab
of having good financial performance in the businds the same manner the finding of UNECE (20@dles
that the decisive decision making of MSAEs goodbad financial performance is in the hand of mar&etthe
existence of market access for the MSAESs prodwntsmprove the financial performance of MSAEs tasein
the business.

Consultancy service (Cons): The consultancy serviogas statistically significant at less than Fignificance
level and had positive relationship with the finahperformance of the MSAEs. As indicated, MSARatthave
chance to get stakeholders’ consultancy setées stand in better position in their financiatfpemance. This
could be due the fact that the consultancy seliviceement of the stockholders associated with ézpee, skill
and knowledge development the MSAEs managers t@ageathe MSAESs activities successfully that leagésnth
to achieve the extended goals of establishmentorling to the finding of Bontet al. (2005) there is feasible
existence of relationship between the consultaecyiceand the financial performance of MSAEs.
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Access to premises (Prem): The access to premisesas associated positively and significantly witke th
financial performance of MSAESs at less than 5% ifitance level as hypothesized. Thus, MSAEs assetia
with sufficient premisein proper location have higher probability of hayia good financial performance than
who did not get the access to premises. That isABE&Swith sufficient premisetend to have good financial
performance than the one who have no access tag@gnand vice versa. The possible reason is,ipesnare
proxy factor for wealth, access to credit, incomeeyation, and capacity to beer risk.

Access to credit (Credit): This variable was associated positively and s$icgmitly with the financial
performance of MSAEs at less than 5% significamsellas hypothesized. This shows that MSAEs whileh
the access to credit have higher probability ofitggood financial performance rather than those did not
have credit access. As MSAEs managers proves ¢lan if the credit access have significant impatt o
financial performance getting the access to credis very difficult. The possible reason is thatfedi#nt
financial institution that facilitates credit aceaseeds collateral and asks past trend of usirdit@ecess from
different financial institutions. Because of thesses number MSAEs does not get the way to ohitzamdial
credit access from different financial institutichgt may improve their performance.

5. Conclusion and Recommendations

This study was undertaken to measure the finapeigbrmance of MSAEs and factors that affect tharcial
performance of MSAEs in Hadiya Zone. For this etite study examined relevant literature, the nationa
enterprise development strategy and programs amtdaout the study to attain the intended objextiVhe
study was mainly based on the primary and secordktey which were obtained from sampled 212 MSAES an
published and unpublished annul reports and othlewant organization documents. The study meastired
financial performance of MSAEs in terms of profitdp ratio using which survived and failed MSAEsre
identified. A regression analysis was applied wittofitability ratio as the dependent variable argk af
MSAEs, educational level, number of employee, arhaidrinitial capital, entrepreneurial skill, expenice of
manager, access to training, access to marketegendnanager, consultancy service, access to pesaccess
to services, customer networks and access to aeditdependent variables. The results showedntbat of
them were statistically significant at 1%, 5% ar@®4lprobability level and had positive relationskijth the
financial performance of MSAEs. Generally, the pedfility ratio analyses result showed that 142%% of
MSAEs had good financial performance and 70 (33%4Y1I8AEs had bad financial performance to survive in
the business in the study area.

Globally, there is an increased recognition of thmportant role played by MSAEs in the economic
development of a country. The role of MSAEs in emgpient and income generation was increasingly
recognized and has become a major playing fielgpddicy makers and donors with dual objective dfi@mcing
growth and development, food security and allemgapoverty. However, their financial performancesdalize
the intended goals are not as expected due totyaidactors which hinder their activities in thesiness. The
good financial performance of MSAEs in their filled business was the result of generation of higlefits
from their business than costs incurred. As thdiffigs of this study showed, most of the MSAEs founthe
study area had bad financial performance when fimgincial performance were measured based ontalodfty
ratio values of the MSAEs. There are a number oftraints identified by this study which hinder fimancial
performance of MSAEs. These included: low age ofAAS stay in the business, small amount of initagpital
to run the business, limited access to traininigit@ate and capture knowledge, improper numbegroployees’,
low experience of managers in overall manageritivig, insufficient access of market, premisesedit to
build up their financial performance, low educat@md skill level of which leads them to best sudcieethe
business. To tackle the challenges of the abovdiomed difficulties and to improve the financialrfigmance
of MSAEs government, all concerned bodies give iatuattention and financial institutions should yide
sufficient loan prepared on the business plan oAESwith effective and efficient repayment rate.

Moreover, financial institutions should establishitable alternative systems of saving with attrgeti
interest rate to invite MSAEs to follow the prinlgpof save to invest in near future. Administrativedies
should give high emphasis to facilitate basic reguent to promote start-up and expiation of MSAHscW
brings high job creation and sustainability of MSAIB the business. MSAEs should take differenhingjs to
initiate and upgrade their capacity and managskdls. They should arrange the number of employedate
MSAEs according to the size and proper work loath@enterprises. Even if the majority of MSAEsrdun
the study area currently survived and run theirinass, the survival status of the MSAEs is the arimand
necessary condition to exist in the business, thistnot sufficient and satisfactory condition tartsform them
into highly industrialized MSAEs. High level of ancial performance builds the capacity of MSAEstiain
the intended goals of tangible reduction of unempient, food insecurity and poverty alleviation. Téfere,
concerned government authorities should strengthein efforts in such a manner that a continuouisvioups
and backstopping of MSAEs.
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