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Determinants of Micro and Small enterprises’ effectiveness in 
Urban employment creation in Debre Birhan town, ethiopia

Melkamu Dires asabu1 & Moges Yirgabelew Kifle2

Abstract  

Although the role of Micro and Small Enterprises (MSEs) in employment creation is import-
ant, many challenges are adversely affecting their contribution. This study was focused 
at assessing the determinants of MSEs’ effectiveness in employment creation at Debre 
Birhan town, Ethiopia. The study used a cross-sectional research design. The collected 
data from 406 survey questionnaires were analyzed through binary logistic regression. 
The result shows that the majority 231(56.9%) of MSEs were ineffective in employment 
creation. The result of binary logistic regression analysis revealed that MSEs which expe-
rienced politico-legal, infrastructural, marketing and financial challenges were 4.866 times 
(AOR=4.866; 95%CI:2.389, 9.910),  1.958 times (AOR=1.958; 95%CI:1.029, 3.725),  4.265 
times (AOR=4.265; 95%CI:1.729, 10.525) and  2.569 times (AOR=2.569; 95%CI:1.527, 
4.321) more likely ineffective in employment creation. To sum up, the finding revealed that 
politico-legal, marketing, financial and infrastructural challenges had positive contribution 
to MSEs’ ineffectiveness in employment creation. Accordingly, the study recommended that 
government bodies shall invest their resources in addressing politico-legal, marketing, fi-
nancial and infrastructural challenges; while if their resource is too limited by giving priority 
from first to last.    
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1. introduction

Extreme poverty, unemployment, low per capita income and unequal income distribution 
are some of the major problems of many countries, mainly of developing countries. Accord-
ingly, establishing and supporting Micro and Small Enterprises (MSEs) through allocating 
ample resources is one of the best strategies and policies of governments of least developed 
countries (LDCs). Besides, national and international non-governmental organizations 
(NGOs) have also spent considerable attention and resources, directly or indirectly, on im-
proving the MSE effectiveness (Mulugeta, 2011). Similarly, the government of Ethiopia gives 
much attention for MSEs in view that they are essentially important to create job opportu-
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nities for the unemployed and improve the quality of life, reduce disparities of income distri-
bution and hence maintain fair economic growth within the state (Kefale & Chinnan, 2012). 

The number of MSEs which are planted at worldwide level are estimated to be 420 to 
510 million (Stein, Goland, & Schiff, 2010). Although MSEs are driving forces for eco-
nomic growth, job creation and poverty reduction in developing countries (Drbie, 
2013), they are playing better roles in developed countries than developing countries. 
For instance, when they contribute for more than 50% to their Gross Domestic Prod-
uct (GDP) and 60% to employment creation in developed countries,  their contribution 
was less than 17% and 30% to their GDP and employment in developing countries re-
spectively (Beck, Demirgüç-Kunt, & Levine, 2006). However, it does not infer that their 
roles or effectiveness should be identical across developed or developing countries.     

Even though there is a general positive environment for the development of MSEs, there 
are also challenges that hinder the potential roles of the MSEs (Fanta & Megento, 2018; 
Kefale & Chinnan, 2012). Due to natural and manmade factors, resources as well as chal-
lenges faced by MSEs are not identical across countries and regions. It makes the perfor-
mance and working environment of MSEs vary from country or region to the other. There-
fore, the effects and types of determinant factors which contribute either to boost/knock 
the effectiveness of MSEs in employment creation are relative (Reeg, 2015). For instance, 
existing literatures revealed that the share of MSEs from the total employment creation 
was 48% in North Africa, 51% in Latin America, 65% in Asia, 26.2% in the United States, 
67% in Japan and 80% in India (Gebremariam, 2017). This infers that performance of 
MSEs in employment creation is varying from country to country; and the level of MSEs’ 
ineffectiveness in employment creation and associated factors need to be studied in the 
context of each country. This is especially true for developing countries like Ethiopia since 
their resource to address all challenges faced by MSEs at the same time is too limited. 
Identifying the weight of impact of challenges over MSEs helps them to properly address 
each problem step by step or devote their resources on major challenges.

The Ethiopian government gives a special focus on promising MSEs to create job oppor-
tunities for the unemployed and improve the quality of life, reduce disparities of income 
distribution and hence maintain fair economic growth (Kefale & Chinnan, 2012). In spite 
of the encouraging outcomes achieved in supporting the MSE sector in Ethiopia, the 
challenges facing MSEs are yet unresolved (Shanka, 2016). This might be due to the 
fact that previous studies (Abdissa & Fitwi, 2016; Abera, 2012; Alemayehu & Gecho, 
2016; Bereket, 2010; Desalegn, 2016; Drbie & Kassahun, 2013; Ergo & Woldekidan, 
2018; Gebreyohannes, 2015; Mulugeta, 2011; Wakjira, 2010; Weldegbriel, 2012; Ze-
menu & Mohammed, 2014)  which focused on assessing the challenges of MSEs  failed 
to apply standard quantifier model to estimate the weight of each challenge over MSEs’ 
effectiveness in employment creation. According to Debre Birhan Town Administration 
Technical and Vocational Enterprises Development Office, there were 1513 MSEs that 
works in different sectors in the town. Understanding the challenges that limit the ef-
fectiveness of MSEs in employment creation in Ethiopia in general and in Debre Bir-
han Town in particular is significant to promote the significance to take proper inter-
vention. Thus, this research gave attention to computing the weight of each determinant 
factor towards MSEs’ ineffectiveness in employment creation in Debre Birhan town.  

2. Objectives of the Study

By focusing on Debre Birhan town, objectives of the study were: to assess the status of 
MSEs’ effectiveness in urban employment creation; and to identify determinant factors of 
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MSEs’ effectiveness in urban employment creation.   

3. Materials and Methods
3.1. Study area

The study was conducted at Debre Birhan town of North Shoa or “Semen Shewa” zone 
in Amhara Regional State of Ethiopia. Debre Birhan town was established in 1454 by 
Emperor Zera Yaeqob. Currently, the town is serving as the seat of North Shoa Zone 
Administration, Debre Birhan town Administration and Bassona Worana Woreda (dis-
trict). The town is located at 130 kilometers in the Northeast direction along the Ad-
dis Ababa–Dessie-Mekele route. Astronomically, the town is positioned at 9°41’ North 
latitude and 39°40’ East longitude and characterized by cool temperate climate.  
In the town, there exist one public University, various colleges, schools, banks, both pub-
lic and private hospitals, various clinics and higher secondary and preparatory schools. 
Regarding the physical infrastructure of the town, the main roads of the town are asphalt-
ed; the rest of the interior roads are non-asphalted. However, the town’s administration is 
paving interior roads by laying cobblestones. Electricity and telecommunication facilities 
are said to be in a good condition. In Debre Birhan town, a total of 1513 MSEs were work-
ing in various sectors including construction sector, manufacturing sector, service sector, 
urban agriculture sector and trade sector. MSEs were supervised and directed by the De-
bre Birhan Town Administration Technical and Vocational Enterprises Development Of-
fice. Based on the data we got from the Debre Birhan Town Administration Technical and 
Vocational Enterprises Development Office, the researchers summarized the numbers of 
MSEs by sector, name, number and owner.   

Table 1: MSE in Debre Birhan Town

No MSE by Sector Total no of MSEs Total no of  Owners

1 Manufacturing sector 167 459

2 Construction sector 27 146

3 Urban agriculture sector 13 72

4 Trade sector 858 860

5 Service sector 448 832

Total 1,513 2,369

3.2. research approach and Study Design 

The research approach used in the study was quantitative approach. This is due to the 
fact that it is more reliable and representative to describe the nature of the problem than 
qualitative research approach. For the purpose of this study, a cross-sectional design was 
employed. The rational to use cross-sectional design was that it allows the researchers 
to collect data in all variables from different samples at once, enables them to be rela-
tively quick in making decision, and helps to include large-scale and representative sam-
ples (Cohen, 2007). Therefore, to examine determinant factors of MSEs’ effectiveness, the 
needed data were collected using this design.
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3.3. Sampling and Sampling techniques 

To get appropriate data, the researchers used probability sampling technique particularly 
simple random sampling. This is due to the fact that this sampling technique helps to 
give equal chance for all respondents to be selected and it helps to improve the accuracy 
of the research via collecting representative data. Quantitative data were collected from 
individuals (owners of MSEs) using survey questionnaire by contacting each respondent 
through simple random sampling technique. So as to avoid sample size related problems, 
the researchers limited sample size of the study through the following stated mathemati-
cal formula (Kotrlik & Higgins, 2001). This statistical formula can be applied at 95% con-
fidence level (X=1.96), population proportion (50%), and ± 5% margin of error/confidence 
interval. Accordingly, the researchers used this formula.

 

 

Where, n0= the required numbers of sample, t = the desired confidence level, d = accept-
able margin of error/precision/confidence interval, p=estimated variability/proportion of 
the population and q=1-P. Hence, the researchers used 95% confidence level (X=1.96), 
population proportion (50%), and ±5% margin of error/confidence interval. Then, 

= 384.16

But, by adding 10% (for non-response rate) the proposed total sample size of the study 
of study was 423 respondents. Accordingly, from 2,369 owners of MSEs, the researchers 
distributed 423 survey questionnaires. During working dates, the researchers contacted 
respondents and distributed the survey questionnaires. Ultimately, 406 correctly filled 
questionnaires were successfully returned.

3.4. Variables and Measurement

Dependent Variable: The dependent variable was the status of MSEs in employment 
creation (effective and ineffective). To measure the status of MSEs, researchers (Berki, 
2017; Rami&Ahmed, 2007) on the area recommended focusing on their profitability. Ac-
cordingly, the instrument was developed. The level of MSEs’ effectiveness in employment 
creation was dichotomized as ‘effective’ and ‘ineffective’. To do so, respondents were asked 
five questions to rate their profitability by choosing one of the following value which was 
coded as ‘1’ for ‘very poor, ‘2’ for ‘poor, ‘3’ for ‘undecided’, ‘4’ for ‘good’, and ‘5’ ‘very good’. 
To obtain a summary of MSEs’ effectiveness in employment creation, the researchers 
coded as (0, 1) binary variable, where category 0 represents relatively ineffective and cat-
egory 1 represents relatively effective. The mean value was used to demarcate the level of 
MSEs’ ineffectiveness in employment creation. Accordingly, the sum value less than the 
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mean was categorized as relatively ineffective and the value greater than or equal to the 
mean was categorized as relatively effective in employment creation and coded as (0,1) 
respectively.

independent Variables: The independent variables were the following listed challenges 
which were also defined as potential determinant factors for the status of MSEs’ effective-
ness in employment creation. Based on available literatures, the identified variables were: 
(1) politico-legal challenge which was measured by the extent of respondents’ response on 
four items, (2) working and selling place challenge which was measured by the extent of 
respondents’ response on three items, (3) technological challenge which was measured by 
the extent of respondents’ response on two items, (4) infrastructural challenge which was 
measured by the extent of respondents’ response on four items, (5) marketing challenge 
which was measured by the extent of respondents’ response on four items, (6) financial 
challenge which was measured by the extent of respondents’ response on four items, 
(7) input challenges which was measured by the extent of respondents’ response on two 
items, and (8) entrepreneurial skill which was measured by the extent of respondents’ 
response on four items. These challenges and items were identified based on existing 
literatures (Alemtsehay & Hirut, 2016; G’mariam, 2010; Gebreyohannes, 2015; Kidane, 
Mulugeta, Adera, Yimmam, & Molla, 2015; Weldegbriel, 2012). To obtain a summary of 
each challenge, the researchers coded them as (0, 1) binary variable where category 0 
represents no (which were not facing the challenge) and category 1 represents yes (which 
were facing the challenge). The mean value was used to categorize the challenges that po-
tentially affect the level of MSEs in employment creation. Accordingly, for each challenge, 
the sum value less than the mean was categorized as no and the value greater than or 
equal to the mean was categorized as yes and coded (0,1) respectively. 

3.5. Methods of Data analysis
After the collected data were checked, the collected data were analyzed in four levels. 
Firstly, the univariate/descriptive statistics was used to summarize the background 
characteristics of respondents using frequency and percentages. Secondly, the bivariate 
analysis was done using the chi-square test (p<0.05) to identify determinant variables 
that were significantly associated with ineffectiveness of MSEs in employment creation. 
Finally, logistic regression analysis of the determinants of ineffectiveness of MSEs in em-
ployment creation was carried out using binary logistic regression because the dependent 
variable (the status of MSEs in employment creation) was dichotomized as ‘effective’ and 
‘ineffective’. This is due to the fact that binary logistic regression is only applied in cases 
where the dependent variable is dichotomous (Hosmer, Lemeshow, & Sturdivant, 2013; 
Muchabaiwa, 2013). For binary logistic regression analyses, statistical inferences were 
made on the basis of estimates of the odds ratio (OR) with 95% confidence level and 5% 
margin of error or p-value less than 0.05. The study used unadjusted odds ratio to esti-
mate the gross effect of each independent variable on the outcome variable. 

Prior to conducting the actual study, reliability and validity of the instrument was checked 
in pilot study. For the purpose of securing reliability, the instrument was piloted with 24 
respondents. In this study, the Cronbach Alpha coefficient value was 0.75 and had high 
reliability. In the actual study, the alpha Cronbach’s value was 0.81. It indicated that 
the instrument was reliable. To ensure the validity of the instrument, the researchers’ 
colleagues evaluated the drafted instrument for the pilot study. The aim was to discard 
and rephrase vague statements from the developed instrument. Then after, to assess the 
validity of the instrument from the view point of respondents, the researchers also admin-
istered the instruments to respondents of the pilot study. 
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4. results

4.1. Background characteristics of respondents 

Table 2: Background Characteristics of Respondents (n=406)

As it is shown in Table 2, the total number of respondents who participated in this study 
was 406.  Among them, the majority (54.9%) were males, while the remaining 45.1% were 
females. In regard to age category of respondents, the data were collected from four cat-
egorized age groups. Of them, the relative majority were found to be between the age of 
15-29(47.3%) and 30-49(40.6%). The remaining age groups such as 50-65 years, and 65 
years and above were represented by 7.6% and 4.4% respectively. About marital status 
of participants, 44.6% were single, 48% were married, 5.4% were divorced, and the rest 
2% were widowed.  Regarding to educational status of respondents, when the relative 
majority (33.0%) were certificate holder, and those who account 24.9% were diploma 
graduates. The rest 14.0% and 28.1% represent secondary and below, and degree and 
above respectively. 

The description of respondents’ background based on ownership structure for this study 
reveals that the majority (57.4%) of MSEs were owned by sole proprietorship. Whereas the 
shares of cooperatives were 28.6% and partnerships were 14.0%. In this study, the dis-
tribution of MSEs based on sectorial decomposition was 24.1% from the manufacturing 
sector, 22.2% from the construction sector, 8.9% from urban agriculture sector, 15.0% 
from trade sector, and 29.8% from service sector. Financial sources of MSEs to start their 
business were from members’ contribution and loan (40.9%), members’ contribution only 
(38.4%), loan (9.1%), and friends and relatives (11.6%).
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4.2. the levels of MSes’ effectiveness in employment cre-
ation

Table 3: Descriptive statistics about the level of MSEs’ effectiveness in employment cre-
ation (n=406)

level of MSes’ effectiveness Frequency Percent

Ineffective 231 56.9%

Effective 175 43.1%

As Table 3 had shown that the majority (56.9%) of MSEs were ineffective, whereas the 
rest 43.1% of MSEs were effective in employment creation. However, before we proceed to 
identifying the determinant variables of MSEs’ effectiveness in employment creation, we 
used bivariate analysis to examine a statistically significance difference of independent 
variables with MSEs’ ineffectiveness in employment creation.

4.3. Determinants of MSes’ effectiveness in employment 
creation   

Table 4: Bivariate Analysis of MSEs’ Effectiveness in Employment Creation by its Determinant 
(N=406)

notes: P = Probability of significant associations (Pearson’s Chi-square) 



ERJSSH 8(2), December  2021

34

The Bivariate analysis of MSEs’ ineffectiveness in employment creation with determinant 
variables in Table 4 disclosed that four variables such as politico-legal, technological, 
marketing, and financial challenges were statistically associated with ineffectiveness of 
MSEs in employment creation (P<0.001). The majority (57.6%) of MSEs which faced work-
ing and selling place challenge were ineffective in employment creation. The majority 
(68.9%) of MSEs which experienced technological challenge were ineffective in employ-
ment creation, while the rest 31.1% of MSESs were effective (P<0.001). The performances 
of MSEs which experienced (56.3%) and not experienced (58.0%) infrastructural challenge 
were ineffective in employment creation (P>0.05).The majority (64.2%) among MSEs which 
experienced marketing challenge were effective in employment creation (P<0.001). Among 
MSEs which experienced financial challenges, 47% of MSEs were ineffective in employ-
ment creation, while 29.4% of MSEs which inexperienced financial challenges were effec-
tive (P<0.001). The majority (60.7%) of MSEs which faced input challenge were ineffective 
in employment creation (P>0.05). MSEs which experienced (53.6%) and inexperienced 
(59.5%) entrepreneurial challenges were ineffective in employment creation (P>0.05).
However, since Table 3 fails to disclose probability of significant associations of each 
variable with their reference category, the study tried to examine it using univariable and 
multivariable binary logistic regression towards MSEs’ ineffectiveness in the next table 
(Table 3). It helps to clearly identify the contributing variables for the ineffectiveness of 
MSEs in employment creation.

Table 5: Logistic regression analysis of the determinants of MSEs’ ineffectiveness in em-
ployment creation

notes: *P=0.05-0.01; **P=0.01-0.001; ***P<0.001, ®=reference category, AOR=Adjusted 
Odds Ratio, COR=Crud Odd Ratio, CI=Confidence Interval, OR=Odds Ratio, S.E=Stan-
dard Error
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In order to identify the determinant variables of levels of MSEs’ status in employment 
creation, the researchers used binary logistic regression. In binary logistic regression, 
the Hosmer-Lemeshow test is the best indicator of an overall goodness of fit of the model, 
but to be accepted its minimum p-value must be 0.051 (Hosmer and Lemeshow, 2000). 
When the Hosmer-Lemeshow test value increases, an overall goodness of fit of the model 
becomes more credible. Thus, since this study’s Hosmer-Lemeshow test value was 1.34, 
the model to this study was well suited. 

Table 5 indicated the logistic regression analysis of the determinants of MSEs’ ineffec-
tiveness in employment creation in Debre Birhan town. MSEs which experienced politi-
co-legal challenges were 4.866 times more likely ineffective than those which were inex-
perienced with the challenge (AOR=4.866; 95%CI:2.389,9.910). Regarding to working and 
selling place as well as technological challenges, the study found insignificant difference 
for the ineffectiveness of MSEs in employment creation. MSEs with infrastructural chal-
lenges were 1.958 times more likely ineffective in employment creation than MSEs which 
did not experience the challenge (AOR=1.958; 95%CI:1.029,3.725). The odds of MSEs 
ineffectiveness increased 4.265 times for MSEs which experienced marketing challenges 
than those which inexperienced marketing challenges (AOR=4.265; 95%CI:1.729,10.525). 
About financial challenges, MSEs which were inexperienced with financial challenge were 
2.569 times ineffective in employment creation (AOR=2.569; 95%CI:1.527,4.321). Both 
input and entrepreneurial skill challenges were insignificantly associated with the ineffec-
tiveness of MSEs in employment creation.

5. Discussion
This study finding revealed that the majority (56.9%) of MSEs were ineffective in employ-
ment creation, whereas the rest (43.1%) of MSEs were effective. In line with this, the study 
focused on ‘growth of youth-owned MSEs in Ethiopia’ in general and found the presence 
of lower growth rate of MSEs (Amha, 2015). Besides, a study completed by Gelgelu  re-
vealed the gradual decrement of MSEs in Wolkite town, Ethiopia (Gelgelu, 2018). Similar-
ly, the finding of a study conducted outside Ethiopia also reported that ‘the high failure 
rate of MSEs in Ghana is alarming’ (Yeboah, 2021). However, it was inconsistent with the 
study done by Bereket (2010). For this conflict of findings, the possible justification might 
be due to the fact that Bereket used relatively less samples and examined merely three 
sectors of MSEs namely manufacturing, construction and service sectors. 
About the determinants of MSEs’ ineffectiveness in employment creation, the finding dis-
closed that MSEs with politico-legal challenges were more likely to become ineffective. 
This finding wassupported by previous studies’ findings which concluded that politico-le-
gal challenges like petty corruption (Berki, 2017), government policy (Deyganto, Mekon-
nen, & Sodano, 2018), policy and regulatory bottlenecks (Ejigayehu, 2017; Tarfasa, Fere-
de, Kebede, & Behailu, 2016), bureaucratic bottlenecks system (Abera, 2012)  corruption, 
bureaucratic processes, government policy (Abdissa & Fitwi, 2016) and lack of clear and 
pragmatic national policy (Geremewe, 2018) had a significant effect on the performance 
of MSEs in Ethiopia. In Kenya, governmental policy and regulations were also one of the 
determinant factors of MSE’s ineffectiveness (Kamunge, Njeru, & Tirimba, 2014). Still it 
goes in line with qualitative studies (Altenburg & Von Drachenfels, 2006; Muturi, 2015) 
which explain the adverse effects of political and legal-related factors to the effectiveness 
of MSEs in employment creation.
The study revealed insignificant association of working and selling space and MSEs’ per-
formance in employment creation. Nevertheless, other studies (Abeiy, 2017; Abera, 2012)  
found lack of working premises as determinant factor for MSEs’ failure. The possible jus-
tification for this conflict of findings might be associated with accessing working and sell-
ing places in a capital city might not be easy as in rural towns. Working places in large/
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capital cities were too limited than any other place. (Ergo & Woldekidan, 2018) also found 
that for expansion and sustainability of MSEs in Wolaita and Dawro Zones, inadequate 
working places was one of the problems. Still for findings’ inconsistency, the dissimilarity 
of geographic location might matter. As scholars (Kefale & Chinnan, 2012) conclude, high 
house rent and inappropriate place that probably vary from place to place were  serious 
impediments for the effectiveness of MSEs. 

Numerous local studies (Abdissa & Fitwi, 2016; Abera, 2012; Berki, 2017; Ergo & 
Woldekidan, 2018; Gelgelu, 2018; Geremewe, 2018; Kefale & Chinnan, 2012) confirm 
that the performance and growth of MSEs was challenged by inadequate infrastructural 
facility. Similarly, this study confirms that MSEs which do not face infrastructural chal-
lenges were more likely to be effective in employment creation than MSEs which do faced 
the challenge. The result also agrees with the other study (Grimm & Paffhausen, 2013)  
which concludes that the existence of infrastructure challenges like insufficient quality of 
public services such as electricity, road, water, sewerage and telecommunication services 
adversely contributed for MSEs’ effectiveness.  

Many studies (Abera, 2012; Berki, 2017; Deyganto et al., 2018; Ergo & Woldekidan, 2018; 
Geremewe, 2018; Tarfasa et al., 2016) revealed positive correlation of level of MSEs’ inef-
fectiveness with marketing challenges. Moreover, this study finding was consistent with 
other studies (Garoma, 2012; Reeg, 2015) that concluded marketing challenge as a prob-
lem of MSEs.

MSEs which experienced financial challenge were ineffective than those which didn’t. In 
this regards, (Geremewe, 2018) concludes that lack of access to finance, lack of access 
to capital, inefficient financial market, high interest rates for borrowing and lack of cred-
it facilities were major financial-related factors which encountered MSEs. Similarly, the 
existence of limited access of finance for MSEs was also identified by many researchers 
(Abdissa & Fitwi, 2016; Abebaw, Mulate, & Nigussie, 2018; Abera, 2012; Deyganto et al., 
2018; Ergo & Woldekidan, 2018; Tarfasa et al., 2016). 

The study found the insignificant effect of technological challenge. Consistently, studies 
(Abebaw et al., 2018; Ergo & Woldekidan, 2018) also found insignificant effect of technol-
ogy on the performance of MSEs in North Shewa Zone which goes in line with this study’s 
finding. However, other studies that focused on ‘textile and garment, food processing and 
wood and metal work sectors’ (Abera, 2012) and that took their majority (75%) sample 
from ‘manufacturing sectors’ (Ejigayehu, 2017) found significant effects. The probable 
justification is that the sector of MSEs which these two researchers gave attention was 
specific and needed more technology-based knowledge than others sectors like urban 
agriculture and trade.  

Irregular and erratic supplies of raw materials were obstacles for MSEs; and this was 
especially more common for small-scale manufacturing industries. (Drbie & Kassahun, 
2013) also expound that the development of MSEs was challenged by the erratic supply of 
raw materials. Inconsistently, this study found no significant effects of input challenges 
on the performance of MSEs in employment creation. The justification for the dissimilarity 
of this finding with others could be that input challenges particularly electric power sup-
ply across the country are recently in positive progress than ever before.  

Although the study finding uncovered that the effectiveness of MSEs in employment 
creation and entrepreneurial-related skill challenge had insignificant association, other 
studies (Abera, 2012; Berki, 2017; Ergo & Woldekidan, 2018; Geremewe, 2018) conclude 
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that entrepreneurial-related skill challenges affect MSEs. Since, in the descriptive anal-
ysis, this study had shown that from the total of 231 MSEs, the majorities (135) were 
ineffective and the possible reason for this divergence of findings might be due to the fact 
that the other researchers have used descriptive statistics as methodology. 

6. conclusion and recommendation
The role of MSEs in employment creation is paramount albeit their important role is 
highly affected by certain challenging determinant factors. As it is endorsed by several 
researchers the challenges faced by MSEs were not constant from place to place. In other 
words, since the nature of such challenges lacks uniformity among countries, the perfor-
mance and working environment of MSEs vary from country to country. Thus, this study 
focused on assessing the level of effectiveness of MSEs in employment creation and their 
determinants in Debre Birhan town. Accordingly, the finding revealed that the majority of 
MSEs were ineffective in employment creation. With regard to this ineffectiveness of MSEs 
in employment creation, the study found the following four determinant factors. These 
were politico-legal, infrastructural, marketing, and financial challenges. Other challenges 
including working and selling space, technological, input and entrepreneurial skill-relat-
ed challenges had insignificant effects though these were also the main determinants in 
other areas. 

Hence, both local and regional government bodies shall reconsider their legal and bureau-
cratic procedures. Similarly, non-governmental organizations are expected to lobby the 
government until the working environment for MSEs is safe. This is important to address 
all challenges. Still, both Debre Birhan University, and Debre Birhan Town Administration 
Technical and Vocational Enterprises Development Office shall create marketing chain for 
MSEs that operate in the town. Amhara credit and saving institution shall allocate am-
ple financial funds for MSEs which need additional finance to expand their businesses.  
Based on the needs of MSEs, addressing infrastructural challenges making MSEs more 
effective in employment creation is also expected from Debre Birhan Town Administra-
tion. Additionally, the study recommends researchers to investigate why these challenges 
have become challenging factors in the study area. Furthermore, all stakeholders shall 
invest their resources in addressing marketing, financial and infrastructural challenges. 
However, if their resource is too limited in addressing these challenges at a time, it is ad-
visable giving priority to the first challenge then to the last. In other words, while it might 
not be practical in other study areas, addressing the aforementioned challenges step by 
step is the main recommendation of this study in the study area. 
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ethics approval and consent to participants

The researchers first asked for the participants’ willingness by explaining about the pur-
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