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Abstract
This research aims to investigate factors Influence innovative Capability of micro and small

enterprises (MSEs) with a special emphasizes on industrial sectors such as wood and metal
work, Construction, textile and garment, food processing sectors in Addis Ababa City
Administration Kirkos Sub city. This research also study and present the current state of
innovation in Micro and small enterprises (MSES) in Addis Ababa city Administration Kirkos
Sub City. Generally, the focus of the paper is to bring out the key Factor Influence Innovational
Capability of MSEs face in the innovation process in the context of the existing government
policy. For the sake of achieving the objectives of this study, questionnaires were analyzed using
statistical analysis such as descriptive and inferences analyses. The information gleaned through
questionnaires were distributed randomly for 316 micro and small enterprises managers and/or
employees to gather the needed information and face-to-face interviews were conducted with 20
owners of MSEs. The respondent owners were selected using stratified sampling technique. The
data gathered from managers or owners’ using ordinary scale was analyzed quantitatively. The
empirical study elicited 5 major challenges which seem to affect innovation capability of MSEs
in Addis Ababa Administration Kirkos Sub City which include: Access to finance, government
policy and regulation, technology and marketing information, organizational behavior and
skilled person or human capital. The findings further indicate that, there exists linear and
Negative significant ranging from substantial was found between independent variables and
dependent variable. Based on findings, recommendations to micro and small enterprises,
government bodies and suggestions for other researchers are forwarded. This information also

useful for policy makers.

Keywords: Innovation, Barriers to innovation, MSEs, Addis Ababa City Administration Kirkos
Sub City
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CHAPTER ONE

INTRODUCTION

1.1Background of the study

Much has been written in recent decades about the importance of innovation for economic

growth. Innovation is the implementation of a new or significantly improved product or process, a
new marketing, or organizational method in business practices (OCED, 2005). Innovation
involves a broad and dynamic spectrum of activities relate with markets, new products,
redesigning, production and others. Successful innovation comes from the integration of a set of
capabilities, rather than a single type of capability (Zhang, Garrett-Jones, & Ricky, 2013).
Innovation is considerers the foundation of competitiveness of firms and a crucial element in the
process of improving the long run economic performance of nations (Dosi & Nelson, 2010;

Fagerberg & Verspagen, 2002; Freeman, 1982).

Most of the work on understanding the process of innovation and factor affect to growth and
development has been conduct in economically advance countries, where technological change
takes place primarily through research and development that pushes the global knowledge frontier
further. In contrast, in developing countries, technological change occurs primarily through
adopting and adapting existing technologies. In a developing-country context, technological
progress involves gaining mastery over products and processes that have already been put to use
in more technologically advanced countries (Chaminade et al., 2009; UNCTAD, 2007; Westphal
et al., 1985). This difference demonstrates the importance of understanding the nature of
innovation in developing countries by using a different lens than that used in studies conduct in

more mature economies.

In a rapidly changing world, the imperative for innovation increases. Innovation is common to all
organization’s technology development and management, no matter how large a company is. It is
widely regard as the most important competitive advantage that enables a company to thrive in
today's dynamic business environment. It is undutiful that innovation derives prosperity for
organizations and nations. In this day and age, innovation is an essential factor for maintaining
productivity and it is also a strong strategy to develop the profitability for customer-oriented firms
(Hadjimanolis, 1999; Keizer et al., 2002). Nowadays, commonly agrees that innovation is the
critical path towards growth and prosperity for countries as well as for individual firms. It is the

key to technology adoption, creation and explains the vast difference in productivity across and
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within countries. It is considerers the foundation of competitiveness of firms and a crucial
element in the process of improving the long run economic performance of nations (Dosi&
Nelson, 2010; Fagerberg &Verspagen, 2002; Freeman, 1982).

However, most of the work on understanding the process of innovation and its relationship to
growth and development has been conduct in economically advanced countries, where
technological change takes place primarily through research and development that pushes the
global knowledge frontier further. The micro and small Enterprise is recognizes as an integral
component of economic development and a crucial element in the effort to lift countries out of
poverty (Wolfenson, 2007). The dynamic role of micro and small enterprises (MSESs) in
developing countries as engines through which the growth objectives of developing countries can
be achieves has long been recognizes. It is estimated that MSEs employ 22% of the adult

population in developing countries (Fisseha, 2006).

Micro and small enterprises not play a crucial role in the Ethiopian economy because of there is
not contributions to GDP and their role in poverty reduction and improvement of income
distribution. In the manufacturing sector, which is mainly constitutes by agro-processing
activities, MSE’s contribute a sizeable share. For instance, in 2013 MSE’s contributes 30% of the
share of manufacturing industries in the GDP (MoFED, 2013). Production of textile, food and
beverage processing, production of leather products including foot wear and manufacturing of
wood and wood products accounts for more than 70% of the MSE establishments in Ethiopia
(CSA, 2003). MSEs are also strongly present in the service sector. According to a survey
conducts by Ethiopia’s Central Statistical Agency (CSA) in 2002/2003, a large concentration of

MSE’s was found in trade, hotel, and restaurant activities.

Base on Global Innovation Index (GII) ranking of countries by region, Sub-Saharan Africa
(including Ethiopia) is lower. Rating figure was computes on average of the following factors for
each region: institutions, human capital & research, infrastructure, market sophistication, business
sophistication, input, scientific outputs, creative outputs, output; and efficiency. On the other
hand, Ethiopia rank low on innovation indicating factors: gross expenditure on R&D, creative
goods exports, university or industry collaboration on R&D, regulatory quality index, domestic
credit to private sector, number of scientific and technical journal articles; and ICT use index
(Dutta, 2011)
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With increasing global competition and quickly spreading of knowledge, the future of many
businesses depends upon their ability to innovate. In this regard Castells (2010) and Hang and
Tsai (2011) argued that most modern economies pursue progressive strategies and policies to
develop a responsive and dynamic small and medium enterprises sector. This is done with
potential to innovate, capability to respond rapidly to evolving economic environments. Emerging
opportunities and threats forced companies to investigate and invest more on innovation to
decrease risk of becoming un competitiveness. In this regard, innovation is about new solution
that offers better value to customers. Organization use innovation to confirm critical decision in

responding to technological or market challenges (Brenner, 1987; Gomes, 1996).

There are many good reasons for paying attention to MSE’s. Currently the Ethiopian government
use MSE’s as a strategy towards development and creating employment by having overall
objective of the strategy of creating and enabling environment for MSE’s. Having specific
objectives to “facilitate economic growth, bring equitable development, create long-term jobs,
strengthen cooperation between MSE’s, provide the basis for medium and large-scale enterprises,
promote export, balance preferential treatment between MSE’s and bigger enterprises” (CSAE,

2004).

Hence, the role of innovation as a crucial driving force of economic development is widely
acknowledges. In particular within the business setting, innovation is often consider to be a vital
source of strategic change, by which firm generates positive outcomes including sustain
competitive advantage. Moreover, organizes reasons why enterprises undertake innovation: to
improve quality, create new markets, expand product range, reduce labor costs, environmental
damage and energy consumption; improve production processes and materials; and replace
products or services. For these and other reasons, innovation has for many decades been subject

to thorough analysis and research. Aminrezaet al.(2011)

However, if countries are not in a position to engage effectively in innovation activities,
inevitably they are going to be dependent on other countries innovated products, import by hard
currency from developed and other developing countries. This typically holds true for countries
like Ethiopia. Likewise, firm’s engagement in such activities is becoming mandatory, unless they
lose their markets share and customers in the future, as a result of shift in demand of existing

customers for new technology. Therefore, innovation helps to meet the customer requirements
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and enables firms to introduce technology which become one of the most important concerns for
enterprises. Hence, the ability of a company, not only to keep up with its current business
performance, but to excess its own and its competition's expectations are critical to survive. Thus,
this study will focus on generating relevant information on the main challenges or influencing
factors of innovation capability for micro and small enterprises which are participating in industry
sector in Addis Ababa Kirkos Sub City, bases on review of the pertinent literature and empirical
study of a representative samples of 220 industry sector (manufacturing and construction) micro

and small-scale enterprises out of the total of 316.

1.2 Statement of the Problem
In low-income countries, micro and small enterprises (MSEs), most of which operate in the

informal sector, play a crucial role. These enterprises are important providers of employment and
livelihoods to a large number of the poor. With limited resources for adopting new ways of
working and increasing market shares micro and small-sized enterprises must seek out ways of
increasing their competitiveness. Innovation is one of the key philosophies adoptees to face these
competitive conditions. Particularly, MSMEs in developing countries are important socially and
economically for wide dispersion across rural areas, employ a significant number of labor forces
in their local economies, provide an opportunity for entrepreneurial and business skill
development and so on. Thus, innovation is an area that has expands dramatically in recent years.
Particularly, technological innovation is vital to the competitive performance of enterprises and of
nations, and for the sustains growth of the world economy. Technological innovation provides the
most obvious means for generating revenues, safeguarding and improving quality & saving
enterprises costs. So, innovation uses as a bridge and link between technology and competitive
advantage. It is the quest for competitive advantage that causes firms to invest in technological
innovation. Studying the connection of MSEs technological innovation and factors adversely
affecting innovation are important to make MSES to increase innovativeness and competitiveness.
In this regard, Roper (1997) points that “technological innovation is a key factor in MSEs
competitiveness”. Nevertheless, “technological innovation is not as such simple to achieve,

especially for MSEs with little experience and resources” (Kaufmann and Todtling, 2002).

Many failure stories of MSEs in innovation reveal that there are various factors hindering their
innovation process. Although the phenomenon on innovation factors of MSEs has capture the
interest of many scholars, less study focuses on the issue from the developing countries especially
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in Africa. Even though, in developing countries like Ethiopia, MSEs are important for number of

reasons, their engagement on innovation is lower when compare to other developing countries.

Ethiopia is locates at the bottom in technology production and absorption in world economic
forum (WEF) rankings base on traditional innovation output indicators. Only Chad ranks lower
with respect to its technological capacity. Hence, technology ranking will calculate, the low
standing reflects three problems in Ethiopia: a very weak ICT infrastructure, a low capacity to
absorb foreign technology and unfavorable perception in the private sector of the national
innovation system (IKED, 2006). This indicates that a specific focus of Ethiopia national
innovation culture will warrantee for low innovativeness of MSEs and crucial barriers to

innovation were preventing MSEs.

The various policies and strategies adopted by the government have fails to bring the expect
growth impacts on the MSE sector. The initiatives by the government and other development
agencies have also turn out to be short-term interventions with no provisions or mechanisms for
sustainability and scaling up. As a result, most of the MSEs in the country operate in a constrain
environment which limits their contribution to national income, employment and export
performance. They are unable to utilize their innovative potential, due to a number of internal and
external factors which put restrictions on their activities. These factors, which mainly relate to the
characteristics of the enterprises, individual entrepreneur characteristics, the business

environment, and social or relational factors.

The evidence from the environmental scanning, literature review and empirical work shows that
low innovativeness of MSEs is due to many factors affecting adversely. Therefore, the lower
focus on innovation on MSEs initiates to conduct further investigation to describe factors that
challenge MSEs engagement on innovation or expansion in Addis Ababa city Administration
Kirkos Sub City.

1.3 Research Questions

e What is the Influence of access to finance on innovation capability of MSEs?
e What is the Influence of government policy and Regulation on innovation capability of

MSEs?
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e What is the Influence of organizational culture on Innovation capability of MSEs?
e What is the Influence of skill person or human capital on innovation capability of MSEs?

e What is the type of Influence does technology have on innovation capability of MSEs?

1.4 Objectives of the study
1.4.1 General Objective

The overall objective of study is to identification of the factor Influence innovation capability of
Micro and small-scale enterprises participate in industrial sector from select Micro and small
enterprises in Addis Ababa City Administration Kirkos Sab City.

1.4.2 Specific objectives

The specific objectives of the study include:

In addition to the general objective, the specific objectives of the study include:

To find out the effect of access to finance and innovation capability of MSEs

e To assess the impact of government policy & Regulation on innovation capability of
MSEs

e To investigate the effect of organizational culture and Innovation capability of MSEs

e To identify the relation between skill person or human capital and innovation capability of
MSEs

e To realize the impact of technology on innovation capability of MSEs

1.5 Significance of the study

The finding of this study was being useful to the stakeholders including:

. Academics/Researchers
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Il.  Findings from this study will assist academicians in broadening of the prospectus with
respect to this study hence providing a deeper understanding of the critical factors that
Influence the innovation of MSEs.
I1. Micro and Small Enterprises
The findings of this study was help MSEs in Addis Ababa City Administration Kirkos Sub city
and others, within an insight into the benefits of using different factors studied in this research to
predict the factors that affect the innovation in MSEs.

I11. Governmental Policy Makers

The government can use the findings of this study to assist in policy formulation and development
for a framework for critical finance, technology and marketing, skill person and other factors that
affect the innovation of MSE. Moreover, the findings of this study was help the policy makers
and financial institutions how to encourage establishing or expanding MSEs. It also enables them
to know what kind(s) of policies should be frame.

1.6. Scope and Limitation of Study

1.6.1 Scope of the study

The study analyzed owners and/or managers and/or employees of micro and small sized
enterprises who are currently engaged in the production and marketing of goods from Addis
Ababa City Administration Kirkos Sub City. The study was not compare and contrast the finding
of different kebeles or sub cities with one with the other, since it’s strongly believes that kebeles
or sub cities are homogenous. Moreover, the study deals only factors adversely affecting MSEs
technological innovation and process innovation with the exclusion of non-technological
(marketing and organizational) innovation. The study was inclusive of sectors which categorize
under industry like manufacturing (e.g. metal and wood work), construction work; and of MSEs
of select in Addis Ababa City Administration Kirkos Sub City and comparison will be on MSEs

at industry level and specific size.

1.6.2 Limitation of the study

The study face some common limitation such as lack of time, lack of resource, Lack of up to date

information about each sector of MSEs in Addis Ababa City Administration Kirkos Sub city
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micro and small enterprise main office, lack of well-organized data about MSEs in sub Micro and

small enterprise office.

In addition the study had the following limitations according to the researcher survey,
v Some of the respondents did not come on time.
v" respondents didn’t provide full answers and showed lack of willingness to fill up

questionnaire,
v In addition some respondents absent to complete the questionnaire.

1.7. Organization of the paper

The research mainly concentrates of this Paper is factor Influence innovational Capability of
Micro and small Enterprise in Addis Ababa City Administration Kirkose sub city Generally; the
paper will organizes into Five chapters. The first chapter presents background which continues
statement of the problem and continues with the research questions, objective of the study,
significance of the study, limitation of the study, scope of the study and organization of the paper.
The second chapter deals with the theoretical literature review, analytical literature review and
conceptual framework of the study. The third chapter is research methods, fourth chapter result

and Discussion, chapter Five Recommendation and Conclusion.

CHAPTER TWO
LITERATURE REVIEW

2.1 Theoretical Literature

2.1.1 Definition of Innovation
Different authors have different opinions about what can be call an innovation. For instance, Acs
and Audretsch (1990) see innovation as a process that begins with an invention, proceeds with the

development of the invention, and results in the introduction of a new product, process, or service
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to the marketplace. According to Damanpour (1999), innovation is the adoption of an idea or
behavior, whether a system, policy, program, device, process, product, or service, that is new to
the adopting organization. Avlonitis and Salavou (2007) see innovation as a company’s ability to
introduce new products, which are also successful.

The third edition of the Oslo Manual (OECD, 2005) defines innovation as “the implementation of
anew or significantly improves product (good or service), or process, a new marketing method, or
a new organizational method in business practices, workplace, organization or external relations.”
Drucker (1985) defines innovation as the specific tool of entrepreneurs, the means by which they
exploit change as an opportunity for a different business or service. Similarly, Tidd et al. (1997)
defines innovation as a process of turning opportunity into new ideas and putting these into
widely used practice. Whereas, Baregheh et al. (2009) define innovation as the multi—stage
process whereby organizations transfer ideas into new or improve products, services or processes,
in order to advance, compete and differentiate themselves successfully in their marketplace.
Hence, organization can achieve competitive advantage through acts of innovation, and they can
approach innovation in its broadest sense, including both new technologies and new ways of
doing things (Porter, 1990).

Another dimension of innovation has been the nature of innovation with the two extremes being
technological and non-technological. Technological innovation will be uses to refer to the process
through which technological advances are produces, while non-technological innovations include
strategies, processes, structures and management techniques (Eris and Saatcioglu, 2006). As
Massa and Testa (2008) comment academics and entrepreneurs, may interpret innovation in a
very dissimilar manner: while academics usually stress scientific novelty, for entrepreneurs, on
the other hand, “innovation is anything that makes money”. The differing views researchers may

have also a source of bias in innovation studies.

Innovation is a complex and multidimensional phenomenon thus, Hagedoorn and Cloodt (2003)
suggest that using multiple indicators to measure innovation has the double advantage and that a
more comprehensive assessment of innovation performance is possible. Regard to this, there is
many possible ways to measure innovation. In general, input measures involved with expenditure
on innovation whereas outputs will consider being at least one technically new or improving

product or processing from a firm. Two basic families of science and technology indicators are
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directly relevant to the measurement of innovation: resources devote to R&D and patent statistics
(OECD, 2005).

Traditionally, innovation has been perceives as the application of new technologies or application
of formal R&D to produce new products or processes to acquire competitive advantage. In this
context Tidd et al (2001) view innovation as a challenge to organizations; in essence unless
organizations will prepare to renew their product and process on a continuing basis, their survival
chances are seriously threaten. Moreover, Hattori and Wycoff (2002) stated that, the challenge
now is to live and thrive in the new world, where the call is for more innovation. As result,
technological innovations have become one of the most attractive and promising areas of study in
management and others even if, radically different methods of approach and absence of a
commonly accept and precise terminology. The increasing urgency for this area of study can be
trace to a number of environmental developments, including globalization, increase competition,
shortens product life cycles, products commoditization and rapidity in technological transfusion
(Cardinal, 2001).

2.1.2. Types of innovations

An enterprise can make many types of changes in its methods of work, its use of factors of
production and the types of output that improve its productivity or commercial performance. Tidd
et al (2005) argue that there are four types of innovation; consequently, the innovator has four
pathways to investigate when searching for good ideas: product innovation, process innovation,
positioning innovation (repositioning the activities they deliver); and paradigm innovation (where
major shifts in thinking cause change). On the other hand, four types of innovations are
distinguishes according OECD, (2005); Jaramillo et al (2001): product innovations, process
innovations, marketing innovations and organizational innovations. Accordingly, each type of
innovation will discuss as follows (OECD, 2005).

Product innovation: is the introduction of a good or service that is new or significantly improve
with respect to its characteristics or intend uses. It includes significant improvements in technical
specifications, components and materials incorporate software, user friendliness or other
functional characteristics. New products are goods & services that differ significantly in their

characteristics or intend uses from products previously produce by the firm. Product innovations
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related to goods includes: products with significantly reduce energy consumption, and significant

changes in products to meet environmental standards and so on.

Process innovation: is the implementation of a new or significantly improved production and/or
delivery method for the creation and provision of services. It includes significant changes in the
equipment and/or in the procedures or techniques that are employed to deliver services. It intends
to decrease unit costs of production or delivery, to increase quality, or to produce or deliver new
or significantly improve products. Production methods involve the techniques; equipment and
software use to produce goods or services including installation of new or improve manufacturing
technology, such as automation equipment, computerized equipment for quality control of

production and improve testing equipment for monitoring production.

Marketing innovation: is the implementation of a new marketing method involving significant
changes in product design or packaging, product placement, product promotion and pricing that is
use of new pricing strategies to market. It’s aimed at better addressing customer needs, opening
up new markets, or newly positioning a firm’s product on the market, and finally intends to

increase the firm’s sales.

Organizational innovation: Is the implementation of a new organizational method in the firm’s
business practices, workplace organization or external relations. It intends to increase a firm’s
performance by reducing administrative costs or transaction costs, improving workplace
satisfaction, reducing costs of supplies. In business practices, it involves the implementation of
new methods for organizing routines and procedures for conduct of work, implementation of new
practices to improve learning and knowledge sharing within the firm and other knowledge to

make more easily accessible to others.

2.1.3. The MSEs sector in Ethiopia
2.1.3.1 Overview of MSEs in Ethiopia context

The commonly use criteria at the international level to define MSEs are the number of employees,
total net assets, sales and investment level. While employment is the criterion to define, then there
exists variation in defining the upper and lower size limit of MSEs. A MSEs has become the
focus of attention for development stakeholders interest in market-oriented solutions to poverty

and economic development. Hence, European Commission defines SMEs as “enterprises which
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employ fewer than 220 persons and which have an annual turnover not exceeding EUR 50
million, and/or an annual balance sheet total not exceeding EUR 43 million”, subject to certain
additional conditions regarding the ownership structure (EC, 2003a).

However, in Ethiopia SME define as base on hire employee and total asset excluding buildings.
The improve federal Micro and Small Enterprises development agency adapt a definition of
enterprises taking into consideration number of hired employee’s and total asset excluding
buildings for industry and services sector and five-year inflation rate and foreign exchange rate
taking into consideration:

Micro Enterprise: Those enterprises hired to <5 employees or total asset amount birr up to
100,000 birrs for industry sector and up to 50,000 not greater than for services sector.

Small enterprise: Those enterprises hired 6 up to 30 employee or total asset amount birr 100,000
-1.5 million birr for industry sector and 50,000-500,000 not greater than for services sector.
(Kirkos Sub City MSE’s development agency bureau, 139/2004 E.C Addis Ababa region MSEs
Document). Hence, according to officer of Addis Ababa Kirkos Sub City Micro and small
enterprise development agency bureau interview, the limit for medium enterprises and definition
for large enterprises are not stated so far.

2.1.2.2 Nature and Role of MSEs in the National Economy

MSEs play a crucial role in the Ethiopian economy because of their contributions to GDP and
their role in poverty reduction and improvement of income distribution. In the manufacturing
sector, which is mainly constitutes by agro-processing activities, MSEs contribute a sizeable
share. For instance, in 2013 MSEs contribute 30% of the share of manufacturing industries in the
GDP (MoFED, 2013). Production of textile, food and beverage processing, production of leather
products including foot wear and manufacturing of wood and wood products account for more
than 70% of the MSE establishments in Ethiopia (CSA, 2003). MSEs are also strongly present in
the service sector. According to a survey conduct by Ethiopia’s Central Statistical Agency (CSA)
in 2002/2003, a large concentration of MSEs was found in trade, hotel, and restaurant activities.
Urban unemployment and underemployment are serious social problems in Ethiopia. The labor
force is growing much more rapidly than the population as a whole because of Ethiopia’s
demographic profile, which is characterize by many more young people entering the workforce
each year than old people leaving it (FDRE, 2009a). Rural-urban migration is also increasing

driven by the dwindling amount of farmland available to the rural population and due to the low
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level of agricultural productivity. MSEs give the urban poor, who could not find jobs in the
formal sector, the opportunity to take part in some gainful activities, and expand their alternatives
to support their families and contribute to national economic development. Furthermore, the MSE
sector provides the ideal breeding ground for innovative entrepreneurs in Ethiopia who could play
roles in the development process of the country.

The MSE sector in Ethiopia is dominate by informal-sector enterprises. There is a wide range of
estimates of the informal sector in Ethiopia. Data obtain from different sources give different
figures on the share of the sector in GDP and employment. This may have result from the various
approaches follow in measuring informality by government agencies, international organizations
and individual researchers. According to a nationwide urban informal-sector survey carries out by
the CSA in 2003 the number of persons engage in informal-sector activities was put at 997,380 of
which 799,353 (80.15%) were enterprise owners and 198,027 (19.85%) were persons working
under employment agreements (CSA, 2003). This put informal-sector employment at 50.6 % of
total urban employment during the survey period. The Survey showed that the majority of the
work force was engaged in crafts and related trades (51.27%). A survey on urban employment
and unemployment by CSA in 2014 show that the number of persons engage in informal-sector
activities in Ethiopia has increased by 406,322 over a period of 11 years and reached 1,403,702.
However, the percentage share of urban informal-sector employment in total urban employment
fell down to 24.9%. (CSA, 2014). Some government documents and reports by international
organizations put the figure for informal-sector activity in urban Ethiopia at a much higher level.
For instance, in the National Employment Policy and Strategy of Ethiopia it is indicate that the
informal sector on average accounts for 71% of urban employment in Ethiopia (FDRE, 2009a).
Similarly, the World Bank reports that the informal sector is the fastest growing part of the
private sector in the country. According to the World Bank’s report between 1999 and 2005,
informal employment grew by 144% compared to 16% in the formal sector (World Bank, 2009).
There is a range of different degrees of formality in terms of different characteristics such as
nature of registration, payment of taxes, management structure, contractual arrangements with
employees, and market orientation. Therefore, the more appropriate conceptualization of the
informal sector is to look at it as a continuum, from formal to informal, where different activities
and actors along the continuum occupy different locations (De Beer et al., 2013; Kraemer-Mbula,
2016; ILO, 2002; Steel & Snodgrass, 2008). In Ethiopia, there are a number of informal-sector
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MSEs which sometimes work for formal enterprises under sub-contracts. For instance, footwear
manufacturers in the informal sector produce well-known brands of shoes through sub-contract
agreements with medium- and large-scale shoe factories. Similarly, many traditional weavers in
the informal sector produce fabrics to fashion designers who operate in the formal sector. The
fashion designers then market the final products under their own trademarks. Many of the MSEs
also have relations with formal sector input suppliers, service providers and wholesalers and
retailers of final products. Furthermore, some entities that are register by lower levels of
government have many of the features of informal-sector operators (Duki, 2006; Jeffrey, 2014).
Particularly, the five-year growth and transformation plan will give particular attention to the
expansion and strengthening of micro and small enterprise. The sector is believes to be the major
sources of employment and income generation for a wider group of society. The major objective
of this program, which is creating and promoting MSE’s in urban areas foresee to reduce urban
unemployment rate. According to ministry of works and urban development (MoWUD), total
populations of 176,543 MSE’s were established in 2009/10 employing 666,192 people. The
number of established and total employment created went up 141.6 and 25.6 percent,
respectively, compared to a year ago. In 2008/9 73,062 MSE’s is created 530,417 numbers of
employments and in 2009/10 176,543 was 666,192 numbers of employments. Regarding regional
distribution, about 48.6 percent of total MSE’s were locate in Tigray, follow by Amhara (31.1%),
Oromia (9%), Harari (5.4%) and Addis Ababa (3.4%). (NBE Annual report 2009/10:11-12)
2.1.2.3 MSEs Government policies

The growth and competitiveness of MSEs is an important component of Ethiopia’s development
policies and strategies. Over the years, a number of policy measures have been taken to enhance
the capacities of MSEs. These include tax relief; access to land, buildings and public utilities;
improve access to credit facilities; counseling services; and income-generating projects (FDRE,
1996, 2009b; IEG, 1966). The first government strategy dedicate to advance MSE growth in
Ethiopia was the federal MSE Development Strategy adopted in 1997 (FDRE, 1997), along with
a set of sub-national strategies for the regions. The primary objective of the MSE Development
Strategy was to create an enabling environment for MSE growth. The focus areas of the Strategy
include: encouraging exploitation of local raw materials; correcting the preferential treatment
according to bigger enterprises; export promotion; the creation of long-term jobs through skill

upgrading programs; and strengthening the use of appropriate modern technologies. The Strategy
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support networking of small and fragment enterprises within sectors, regions, or other localities.
In 2011, the government revises the MSE Strategy, placing emphasis on enhancing the
competitiveness of MSEs, ensuring continues rural development via sustainable growth of MSEs,
and making the MSE sector a foundation for industrial development. The revised Strategy defines
the role of technical and vocational education and training institutes in skills development and
technology sourcing for MSEs (FDRE, 2011).

The First Growth and Transformation Plan of the country, which was implements during the
period 2010/11-2014/2015, brought some changes in the MSE sector through skills development
and promotion of entrepreneurship (MoFED, 2010). The Second Growth and Transformation
Plan (GTP II), which is currently under implementation (2015/16-2019/20), points to the critical
role of MSEs in employment generation, promotion of entrepreneurship, and broadening the base
for value addition in the domestic private sector (NPC, 2015). The Country’s Industrial
Development Strategy and Science, Technology and Innovation Policy also stress the need for
strengthening MSEs to enhance their role in the industrial development process (FDRE, 2002;
2012).

The government has established several organizations with the purpose of supporting the
development of MSEs, such as the Handicrafts and Small-Scale Industries Development Agency,
the Federal Micro and Small Enterprise Development Agency (FEMSEDA), and Regional Micro
and Small Enterprise Development Agencies (REMSEDAS). In addition, a number of grassroots
NGOs support activities that promote and develop MSEs. National development agencies and
international organizations are also actively involved in the provision of basic business skills
training to MSE operators (Debela, 2015; UNDP, 2013). To advance entrepreneurs’ access t0o
credit for start-up and operation capital, some donors also assist in the establishment and
operation of loan guarantee schemes

2.1.4 Obstacles to innovation

One of the several different approaches to innovation concentrates on the main barriers, that is,
obstacles to innovation usually as perceived by the top managers of the firms. This approach is
sometimes extends to include factors motivating innovation, that is, facilitators. The aim of the
research on barriers is initially to find out about their nature, origin, and importance. It attempts
then to identify their point of impact in the innovation process and to measure their effects or

consequences.
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The measurement of effects is the really difficult part. Barriers can be classifies in various ways, a
usual one differentiates between external to the firm or exogenous and internal or endogenous
ones (Piatier, 1984). External can be further subdivides into supply, demand, and environment
relate. Supply barriers include difficulties in obtaining technological information, raw materials,
and finance. Demand barriers have to do with customer needs, their perception of the risk of
innovation, and domestic or foreign market limitations. Environmental ones include various
government regulations, antitrust measures, and policy actions. Internal barriers can be further
subdivides into resource related, for example, lack of internal funds, technical expertise or
management time, culture and systems related, for example, out-of-date accountancy systems
(Rush & Bessant, 1992), and human nature related, for example, attitude of top manager to risk or

employee resistance to innovation.

Barriers may act on one or more points of the innovation process. If this process is visualizes as
simplifies linear sequence of stages from the adoption of innovation through implementation, the
effect of a barrier is probably higher in one stage rather than another. For example, lack of finance
will probably have a greater effect on the implementation stage. The assumption behind the
barriers approach is that once inhibitors of innovation are identified, their effect is understood and
action is taken to eliminate them, then the natural flow of innovation will be re-established.
Innovation, however, demands motivation, extraordinary effort and risk acceptance to proceed
(Tidd, Bessant, & Pavitt, 2005).

Barriers may even act as innovation stimulants in some cases rather than inhibitors. Successful
innovation has been associates with subsequent growth and therefore performance of the firm
(Freeman, 1982). It is expect then that barriers to innovation will also affect negatively the
economic performance of a firm. The reservation for their possible positive effect on the success
of innovation in some cases makes, however, the direction of association between barriers and
performance inconclusive. Small and Medium Enterprises (SME’S), even in industrializes
countries, are expect to face relatively more barriers to innovation than large firms due to
inadequate internal resources and expertise. This is why more emphasis has been given to SMEs
in studying their barriers to innovation. SME’s need, therefore, to obtain technology and
resources from external sources through strategic networks and as a consequence the interactive

character of innovation in their case is even more intense than in large firms (Rothwell &
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Dodgson, 1991). It will assume that the higher the importance attaches to barriers, the higher the
networking propensity. In less develops countries, MSE’s face, apart from the above-mention
problems, the inadequate technological and policy infrastructure. Studies on barriers to innovation
in such contexts are relatively rare. There are, however some studies on barriers to growth (Levy,
1993) and technology development (Lall, Barba-Navaretti, &Wignaraja, 1994) which are of some
relevance. Barafiano (2005) reveals two barriers to innovation when he conducts a study on five
Portuguese SMEs. The barriers are the lack of qualifies human resources and a huge absence of
external communication between the knowledge generators (Universities and Investigation
Institutes). Fernandes, Noronha and Nicolas (2002), conducted a study that relate the localization

and innovation dynamic of SMEs in Portugal.

The main barriers acknowledges were the structure of the Portuguese entrepreneurial, the low
formal investigation due to paucity on human and financial resources. Cardoso, Lima and Costa
(2004), promote a study on organizational barriers to the introduction of new technologies. The
results report in that study show that the leading opposition to new technologies is structural in
nature. So, innovation faces barriers not only inside but outside the organization, in others words,
the cost structure and also the consumers. The observation of the Portuguese business community
in order to understand the longevity of companies allowed to establish the following barriers to
innovation: (1) the high economic cost and risk associate with innovation; (2) lack of funding; (3)
organizational rigidity; (4) lack of skilled human resources; (5) lack of market information and
technology; (6) government regulation and; (7) weak capacity to approach the client, as well as
lack of cooperation with centers of learning (Vieira, 2007). Madrid-Guijarro, Garcia, and Auken
(2009) study the barriers to innovation face by Spanish SMEs. These are: (1) the external
environment; (2) human resources; (3) risk and; (4) the financial position. The authors also
conclude that the cost of innovation affects more Small and Medium-sized Enterprises, and that
different barriers promote different impacts on different types of innovation. Also referring to the
Spanish reality, Segarra-Blasco, Garcia-Quevedo and Teruel-Carrizosa (2008) present the barriers
to innovation in Catalonia. The barriers to innovation identifies are: (1) cost barriers; (2)
knowledge barriers and; (3) market barriers. With regards to cost barriers are present the high cost
of innovation, and the lack of internal and external funds. The knowledge barriers are lack of

qualifies staff, low information on technology, poor information about markets, and difficulty in
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finding partners. Finally, markets barriers cite are the market dominance by the incumbent, the

uncertainty of demand, and lack of demand for innovation.

The UK companies face three main barriers to innovation: (1) the time of development of
innovation; (2) risk aversion and; (3) poor market knowledge (Tovstiga & Birschall, 2007). The
German reality shows as being the more frequent barriers: (1) low budget; (2) difficulty in
recruiting adequate human resources; (3) bureaucracy and (4) poor cooperation between
enterprises (Tiwari &Buse, 2007). Buse, Tiwari and Herstatt (2010) also emphasize the lack of
the target market, bureaucratic constraints, and the inability to find or decide on the better partner
for strategic cooperation. A study carried over SMEs in Cyprus show the following conclusions:
the internal most significant barriers are: (1) lack of time; (2) the inadequacy of R&D activities;
(3) the design and testing within the company and also; (4) inadequate financial resources
(Hadjimanolis, 1999). The author also identifies the more expressive external barriers to
innovation: (1) the ease of copying the innovation; (2) government bureaucracy; (3) lack of

government support; (4) lack of qualifies human resources policies and; (5) bank lending.

Demirbas (2010) conduct a study on barriers to innovation in Turkey and reach some conclusions.
The entrepreneurs who are innovative are those with greater perception of barriers to innovation.
The results show as barriers to innovation in Turkey: (1) lack of state policies to support
technology and R&D activities; (2) the negative impact of the economy in the level of
investment; (3) the high cost of innovation; (4) lack of appropriate means of financing and; (5)

lack of qualifies personnel.

Necadova and Scholleova (2011) identifies as barriers to innovation in the Czech Republic the
items describe: (1) high cost; (2) lack of specialists; (3) extremely long payback period of
investment; (4) equipment technology; (5) standards and legislation; (6) lack of capital; (7) lack
of consumer response; (8) resistance to change; (9) the fear of risk; (10) ignorance of the market
and; (11) the infrastructure of the business. According to Comtesse, Hodgkinson and Krug
(2002), the Swiss business sector faces the following barriers to innovation. The cultural levels
are: (1) risk aversion; (2) public complacency; (3) non-recognition of high value innovation; (4)
provincialism and; (5) closed networks. The educational levels are: (1) the inability of framework
tools for innovation in education; (2) limited human capital; (3) the absence of functional models

and; (4) lack of entrepreneurial mindset. At the political level: (1) poor access to financing; (2)
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legal barriers; (3) insufficient political vision and growth; (4) underutilized infrastructure and

intellectual capital and; (5) too many restrictions on the innovation.

In France, as showed by Galia and Legros (2004), the Community Innovation Survey 2 point out
nine innovation barriers. Namely, (1) the high cost of innovation; (2) the nonexistence of
appropriate sources of funding; (3) the internal resistance to change in firms; (4) too much
relevance attribute to economic risk; (5) lack of qualify personnel; (6) insufficient information
over technology; (7) low information about the markets; (8) the level of legislation, regulations

and standards, and; (9) the lack of commitment of the customer with new products.

2.2 Empirical review

The survey study was examine barriers to innovation among a sample of 88 Iranian
manufacturing SMEs. In-depth study of eleventh barriers to innovation (governmental
regulations, lack of information on market & technology, lack of qualify personal, availability of
finance, cost of finance, too high direct innovation costs, excessive perceived economic risk,
international regulations, and uncertain demand dominate by establish enterprises) were done
through distributing questionnaire. The study identifies reasons SMEs were not introducing
innovation; 55.8% due to factor constraining and market condition was 29.4%. Finding also
revealed that the economic factors such as excessive economic risk, lack of finance & high cost of
innovation are significant impeding propensity of MSEs innovation. Similarly, lack of customer
responsiveness, lack of qualifies personnel and lack of resources to develop and commercialize
new product viewed as other important constraints to innovation. Moreover, the study show that
the most significant barriers are associate with costs, whereas the least significant are associate
with lag of information and also the survey results show that Iranian MSEs aren’t collaborating
with universities & higher education institutions; they don’t see university as a main source of

information (Aminreza et al., 2011).

On the other hand, study was conduct by Silva et al., (2007) to identify the barriers to innovation
that influence the innovation capability of Portuguese industrial firms based on information from
database obtain through the Community Innovation Survey Il. Questionnaire was administer to
819 firms, of those answer the questionnaire, 470 carried technological innovations during the
period of 1995-1997. From the sample of 819 firms, 298 are innovate product or process. The

high cost of innovation, lack of financing, lack of skilled personnel, high economic risk,
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organizational rigidities, government regulations, lack of customers™ responsiveness, lack of
technological and lack of market information are factors includes under the study. The study
revealed that high cost of innovation; lack of financing and lack of skill personnel are the most
important obstacles to innovation respectively and lack of information on market are the least
factors hindering innovations of industrial firms. Logistic regression will perform in order to

identify the significant restraining factors of entrepreneurial innovative capability.

Similarly, the study was conduct by Lim and Shyamala, (2007) based on national Survey of
Innovation 2000-2001 data to investigate the obstacles to innovation faced by Malaysian
manufacturing firms during the process of innovation. Innovation obstacle will evaluate by 671
firms (279 innovators and 392 non-innovators). The information was obtain on the relevance of
each of nine obstacle including cost of innovation, economic risks, lack of sources of finance,
lack of information on markets, lack of information on technology, lack of skilled personnel, lack
of customers response, legislation & regulation and organizational rigidities are analyzed using
descriptive statistics. The analysis explores the differences between firms by industry type and
firm size. The results show that among all obstacles, economic relate factor appear to be the most
important and also the ranking of obstacle by innovators and non-innovators are more or less
similar. However, the level of importance of obstacles is different for innovator and non-
innovator firms. Innovator firms are more likely face high cost of innovation and information
relate obstacles to innovation and non-innovator firms face more likely finance, risk and man
power related are more important obstacles to innovation. Furthermore, non-innovators firms face

different set of obstacles at different intensity from innovators.

Likewise, the study conduct in Malaysia food processing industry in 2010 identified some
barriers inhabiting innovation activities. The study was conduct using quantitative methodology
with the help of survey questionnaires to collect information from SME owners and/or manager.
Set of questionnaires will mail to 500 MSE food processing companies in 2010. The study
identifies four most important factors: of this economic risk and cost barriers are main factors
which inhabiting innovation; and government and market barriers are the second most important
barriers to innovation. In addition, ICT and unskilled staff; and no gain and partnership are factors

identifies as barriers but low influence on innovation (Mohd and Syed, 2010).
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An empirical study of Mulu (2009), was conduct to examine entrepreneur’s behavior and
resources availability to the enterprises as a major determinant of innovativeness and its impact
on firm growth, bases on a survey conduct in 2003 by the EDRI on 1000 microenterprises with 15
and fewer workers. The survey was done in six select major town including Addis Ababa,
Ethiopia. A total sample of 974 enterprises was interview. However, firms own by female and
old entrepreneurs are less likely to get involve in innovation. In an extended model of firm growth
determinants that include innovation indicators, the study found strong evidence that innovators
grow faster than non-innovators. In addition to innovation, firm growth is also affect by the firm
size, age, access to finance, sector, and owner character factors. Even though, Mulu’s study
revealed that firm size significantly affects microenterprises innovation, this study incorporates
additionally variables like GPR, LTMI, IRD, HCI, OC, LSP, LF and LC to study factors obstacle
MSEs technological innovation and comparing obstacle at industry and specific level by taking
only Addis Ababa City Administration Kirkos sub cities.

2.3 Conceptual Frame Work

The various policies and strategies adopt by the government have fail to bring the expect growth
impacts on the MSE’s sector. The initiatives by the government and other development agencies
have also turn out to be short-term interventions with no provisions or mechanisms for
sustainability and scaling up. They are unable to utilize their innovative potential, due to a

number of internal and external factors which put restrictions on their activities.

These factors, which mainly relate to the characteristics of the enterprises, individual entrepreneur

characteristics, the business environment, and social or relational factors.

The conceptual frame work indicates the relationship between barriers of innovation of micro and
small sized enterprises and innovations. This framework was develop from the study of
Belete(2018),Aminreza et al.,(2011), Silva et al.,(2007), and Lim and Shyamala(2007) .

Independent
variables

Dependent

variable

Government Policy
and Reaulation

Organization Culture
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Source: Own conceptual framework based on the literature review

Figure 2.1: Conceptual Framework

2.4 Hypothesis of the study

Based on the above reviewed literature, this study hypothesizes as follows:

H1: Access to Finance positive influence on Innovational Capability

H2: Government policy and Regulation Positive influence on Innovational Capability
H3: Organization Culture Negative Influence on Innovational Capability

H4: Skill Person/Human Capital Positive influence on Innovational Capability

H5: Technology Positive influence on Innovational Capability
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CHAPTER THREE
REASERCH DESIGN AND METHODOLOGY

This section presents the methodologies employed on the study including the description of the
study area, research design, research approach, target population, sample size, sampling
technique, source of data, data collection method, Data analysis and interpretation method and it
ends with ethical considerations.

3.1 Research Design

According to Creswell, 2009 there are three common approaches to business and social research
namely quantitative, qualitative and mixed approach. In this study both qualitative and
quantitative research approaches are employed. The two basic methodological approaches to
which different studies might naturally lend themselves are the qualitative and the quantitative
methods. Whilst qualitative research is more descriptive, quantitative research more often draws
inferences based on statistical procedures and often makes use of graphs and figures in its

analysis (Ghauri and Grénhaug, 2005).

Both Descriptive and explanatory research study is used. The major purpose of descriptive
research is description of the state of affairs as it exists at present. Then this study describes and
critically assesses the factors affecting the innovation capability of MSEs in Addis Ababa City
Administration on Kirkos Sub City. The study employed explanatory research design in that the
relationship between variables is correlated with an aim of estimating the integrated influence of

the factors on innovation capability.

3.2 Research Approach

Basically, there are three types of research approaches; the first one is Qualitative method which
involves studies that do not attempt to quantify their results through statistical summary or
analysis. In qualitative research, data are often in the form of descriptions not in numbers. The
second one is Quantitative method, which engages in systematic and scientific investigation of
quantitative properties and phenomenon and their relationship. The objective of quantitative
research is to develop and employee mathematical models, theories and hypothesis pertaining to
natural phenomena. The process of measurement is central to quantitative research because it

provides the fundamental connection between empirical observation and mathematical expression
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of an attribute. The last one is mixed approach consisted of both qualitative and quantitative
approach (Abiy et al., 2009).

This study employed quantitative method because, Using the quantitative inferential method
helps to determine the relationship between two or more variables, i.e., the independent variables
of 5 tools (access to finance, Government Policy and Regulation, Organization Culture, Skilled

Person/Human Capital and Technology) and the dependent variable (Innovational Capability).

3.3 Study population

Information gathered from the firm or enterprises provides the opportunity to assess the perceptions of
enterprise owners or managers or employees toward challenges to technological innovation. To
finalize the research, data was collected from each owner and/or managers and/or employees of MSEs
firms from Addis Ababa City Administration Kirkos sub city. The reasons for owners and/or
managers of each MSEs were chosen as suitable candidates for the questionnaire was the owners or
managers make most of the decisions with regard to the MSEs. Moreover, the questionnaires were
distributed among the managers, because previous studies reported that managers' perception
significantly impacted enterprises innovation climate (Storey, 2000; Lefebvre et al, 1997) as cited in
Aminrezaet al.,(2011).

In addition to data gathered by using survey from owners and/or managers, interview was conducted
with 5 people working in facilitating manufacturing and construction sectors work from Addis Ababa
City Administration micro and small enterprise office Kirkos sub city, Toria Soap Detergent
Industries. Both in micro and small enterprise there is two categories in Ethiopia context which
are industry sector and service giving sector. this study focuses on industry sectors which
establish from 2000 EC -2013 EC in Addis Ababa Kirkos Sub City and functional right now.

Industry sector also divided into manufacturing sector and construction sector.

In this study the target populations are micro and small sized enterprises who participate in
industry in Addis Ababa Kirkos Sub City. The total MSE’s who participate industry sector which
include into Manufacturing (eg. woodwork, metal work) are 901 and construction are 599 and
totally 1500.
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3.4 Sampling Technique

The sampling technique of this study is stratified sampling technique. Population stratified by
class of business and size of the enterprise small scale construction, micro sized construction,
small sized industry, micro sized industry and other manufacturing industries (other than wood
and metal such as medical device manufacturing, soap manufacturing, food processing and
textile) which are very common places where innovative activities occur.

3.5. Sample size determination

The sampling size for the study will be calculated using Yamane (1967) formula. Yamane (1967)
provides a simplified formula to calculate sample sizes. This formula was used to calculate the
sample sizes. A 95% confidence level and P =0 .5 which is Percentage of population picking a

choice, expressed as decimal

N 1500

n= n= n =316
1+Ne?2 1+1500(.052)

Where: n= Sample size required

N=Number of people in the population (total population) =1500

P=Estimated variance in population, as decimal (0.5 for 50-50 or unknown)

e=Precision desired (5%)
As per the above computation, out of the total 1500 MSEs population, 316 were selected as a
sample size. The total populations were 1500, that is approximately 630 for micro and 870 for small
enterprises according to data gathered from Kirkos sub cities in Addis Ababa, respectively. All
sample frames were inserted to computer by assigning serial number for each enterprise in the frame.
Finally, MSEs from Addis Ababa Kirkos sub cities are randomly selected in line with their sectors to
fill the questionnaires. Then for interview purpose 5 owners of MSEs selected. The respondent

owners were selected using stratified sampling techniques.

3.6 Data Source

As the aim of this study is to assess the Factory effect affect Innovational Capability, not by only
primary data was collected from Manager, Owner and Employees of the Enterprise. There are

also secondary sources used to collect data.
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3.7 Data Collection Instruments

A structured questionnaire was used for gathering data in this study. The rational is the method is
easy to standardize and produce results that are easy to summarize, compare and generalize. It
also contributes to reliability by promoting greater consistency; since every respondent is asked
the same questions.

The researcher developed Questionnaire for measuring the variables and it is designed in a five
points Likert scale measurement for both the independent and dependent variables. The variables
were measured by using Likert scale with five response categories that stretch from strongly
disagree to strongly agree. The researcher used the Likert scale because it is easy to prepare and

interpret and also simple for respondents to give response.

3.8 Method of Data Analysis

Analysis of data in this study was done by using descriptive statistics tools like frequency,
mean and standard deviation and inferential statistics (correlation and Multiple linear regression
analysis). Personal information of the users was analyzed by using percentage, frequency and
cumulative percentage. Statistical techniques which include mean values and standard deviation
were computed for each variable of the study. The statistical method of Pearson Correlation was
also used to determine the existence of any relationship between the independent variables and
the dependent variable. Additionally, multiple linear regression analysis was conducted to
examine the effect of the independent variables on the dependent variable. To analyze the

quantitative data, the researcher executed SPSS software.

3.9. Data Quality Assurance

To make sure whether collected data are correct, the necessary activities, including using
appropriate instructions and instruments by reviewing previous works on the same area.

3.9.1. Reliability Analysis

Reliability was tested using the Cronbach coefficient alpha, using 5 SMES managers or owners
pilot test, to pretest on the designed questionnaires. According to the stability coefficient’
Cronbach's Alpha’, if the coefficient is < 0.60, the consistency and internal stability is considered
weak, if the coefficient > 0.60 < 0.80, it is considered accepted, if the coefficient is varies

between (0.80 - 0.85), it is good and if coefficient is >0.85 to 1, it is considered excellent. So, if
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the coefficient is >0.70, this means high credibility in the answers of the investigated subjects
(Sekaran, 1992) as cited in Sayed (2011).

Table 3.1: Reliability analysis for each variable

Variable Sub items | No of items Value of Alpha
coefficient

Government policy and G1-G9 9 844
Regulation

Access to finance F1-F8 8 837
Organizational culture OC1-0C9 |9 .807
Skilled personal SP1-SP6 6 .788
Technology T1-T7 7 847
Innovation In MSEs IN1-IN11 |11 154
Total 50 922

Sources: Own Survey, 2023

3.9.2. Validity Analysis

The idea of validity to questionnaire refers to the steps taken by the researcher to ensure clarity,
wording and ordering of the questions. One measure of validity as described by McBurney and
White (2007) is face validity. They stated that “face validity is researchers attempt to support the
interpretation of the measurement and its connection to the construct will seek professional
judgment that there is a plausible connection between the surface features of the measure’s
content and the constructs as theoretically defined.” So, before collecting the data, the researcher
gave the questionnaire for two SMSs manger to review the items of the questionnaire and
interview questions and assess whether the items were suitable for the purpose of the study. After
that, the questionnaire and interview questions were revised based on the comments and
suggestions given by the Manager or Owner’s regarding the use of some words and the structure

of some statements. Thus, the questionnaire was translated into Amharic.

3.10 Study variables

In this study, many variables were identified. The variables are Government policy and

regulation, Finance, technology, organizational culture, Skilled personal and innovation in MSEs.
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3.10.1 Independent variables

In this study, the independent variables are (Government policy and regulation, Finance,
technology, organizational culture, Skilled personal) are the barriers of innovation in micro and
small scale. Each independent variable extracted from obstacles of innovation from the literature
review and also the established relationship of these independent variables with innovation
capability of MSEs.

3.10.2 Dependent variable

The innovation capability of micro and small-scale enterprises is the dependent variable.

3.11 Model Specification

The aim of this study is to examine factors influencing innovative performance of micro and
small scaled enterprises. Model is on the barriers of innovation in micro and small enterprises
Then, Multiple regression analysis, analysis of ANOVA and Likert Scale were the various tools
used in the study. In multiple regressions, the aim is to examine the nature of the relationship
between a given dependent variable and two or more independent variables. In multiple
regressions, the model describing the relationship between the dependent variable and a set of

independent variable X1,X2................. xnCan be expressed as:
Yi = b0+b1X1+b2X2+ eooe wes mEm w +BkXik+ei”””””””7””””””(l)

(Dawodu & Osondu, 2013)

Accordingly, the estimated models used in this study were modified and presented as follow:

Y= bo + biXi+baXo+...bnXn + €
Where, Y= Dependent variable bo, b1, ba...ba= coefficients
X1, X2,...xn= Independent Variable e= error terms

3.12 Ethical Considerations

Confidentiality and privacy are some of the most corner stone of field research activities in order
to get relevant and appropriate data. The researcher assured the purpose of the research paper and
confidentiality of any information gathered through guestionnaire on the introductory part of the
paper. During data gathering some respondents didn’t show willingness to respond to the
questionnaire but, the researcher approached and explained the purpose and assured the

confidentiality and finally they were positive to give response.
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CHAPTER FOUR
RESULT AND DISCUSION
4.1 Response Rate

This chapter is considered as the most important part of the research, as it presents the collected
data that were ascertained through questionnaires to be analyzed by the SPSS system, with an
explanation of the results and discussion by comparing it with the results of previous studies.

The study is intended to describe factors negatively affecting MSEs innovation by taking 316
micro and small-scale enterprises located in Addis Ababa City Administration Kirkos Sub City.
The previous chapter was dealt with a detailed methodology, which shows the research methods,
materials and procedures, method of data collection and analysis. Whereas, this chapter present
the analysis and discussion of data collected through survey method. Additionally, the research
questions and objectives will be achieved in this chapter accordingly.

The result of survey study was analyzed using SPSS version 20, by using descriptive and
inferential statistics like frequency, percentage, and mean, mode, cross tabulation, and correlation
analysis. Five Likert scale was used to gather data, that is importance of barrier for MSEs
Innovation expressed as strongly disagree - 1, Disagree-2, Nutral-3, Agree-4 and Strongly
Disagree- 5.

4.2. Demographic Profile of Respondents

This Section attempts to show overall demographic characteristics of respondents for this

research Enterprises were classified based on Micro and Small in line with the framework given

by federal micro and small enterprises (MSES).

The variables dealt with in this section include the Gender and age of managers/owner/employee,
their level of education, previous business experience, their education back ground and their
position.

4.2.1 Gender Composition

MSEs Managers or owners or employees Gender. The exploration looked to set up the gender

gathering of the respondents and the discoveries were appeared in table 4.2
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Table 4.2: Gender composition of the respondents

Variable Classification of | Frequency Percentage
variable

Gender Male 265 83.8 %
Female 51 16.2 %

Source: own survey 2023

The study looked to build up the sexual orientation of the respondents and the discoveries and
analysis shows that 83.8 % or 265 respondents were male while16.2 % or 51 respondents were

female and are provided in the table 4.2.

4.2.2Age Composition
MSEs Managers or owners or employees were asked their age. The exploration looked to set up
the age gathering of the respondents and the discoveries were appeared in table 4.3.

Table4. 3: Age Bracket of the Respondents

Classification of Recurrence Percentage
Age
Age <20 15 4.7 %
21-30 140 44.3 %
31-40 136 43.1 %
41-50 17 5.4 %
>51 8 2.5%

Source: own survey 2023

This study found out that 4.7 %, or 15 respondents were aged less than 20,44.3%, or 140
respondents between 21-30 years whereas 43.1% or 136 were aged between 31 to 40 years. In
addition, 5.4% of the respondents were in the age group of 41-50 years. Moreover, 2.5% or 8 of
the respondents were above 51 years. These outcomes propose that, lion's share of the
respondents was moderately aged within the Ethiopian youth group which implies that they are
energetic, efficient and productive in the economy. In fact, with such a group, an increased output

in effectively marketing their MSEs product was expected.
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4.2.3 Education Level

MSEs Managers or owners or employees were asked their educational level. The exploration
looked to set up the educational level of the respondents and the discoveries were appeared in
table 4.4.

Table 4. 4: Education background

Education level Recurrence Percentage
Education Primary school 67 21.2%
Background Secondary school 66 20.9 %
Diploma & degree 162 51.3%
Master & above 21 6.6 %

Source: own survey 2023

The study looked to discover the most elevated amount of instruction of the respondents and the
discoveries were given in the table 4.4. This analysis shows that, majority of the respondents, 20.9.%
or 66 respondents had finished secondary school while51.3% or (162) had attained Diploma or degree
qualification. Only, 6.6% or 21 respondents had Master degree or above qualification and the
remaining 21.2% or 67 respondents are primary schools. This analysis implies that, all the
respondents had formal education with majority of them are at high school level and attained

university qualification.

4.2.4 Position of respondents in the enterprise

MSEs Managers or owners or employees were asked their position of respondents. The
exploration looked to set up the position of the respondents and the discoveries were appeared in
table 4.5.

Table4. 5: position of respondents

Education level Recurrence Percentage
Position in the Manager 75 23.7 %
enterprise

Owner 198 62.7 %

Employee 43 13.6 %
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Source: own survey 2023

Concerning the position of respondents in the enterprise 23.7 % are managers, 62.8 % are owners
and the rest 13.6 % employee, as shown in the table below.

4.2.5 Enterprise description

Table 4. 6: Enterprise Description

Variables Classification of Frequency Percentage
variables
Enterprise Sole ownership 100 31.6 %
Established as .
Partnership 140 44.3 %
In cooperative 76 24.1%
Enterprise scale Micro 133 42.0 %
Small 183 58.0 %
Enterprise sector Manufacturing 134 42.5 %
Construction 126.1 36.5 %
Other 55.7 17.5%
Year of enterprise | 0-2years 96 30.4 %
operated
3-5 years 126 39.9 %
5-7 years 62 19.6 %
above 7 years 32 10.1 %

Source: own survey 2023
Enterprise established as sole ownership, partnership & cooperative are 32%, 44% &24%,

respectively. Regarding enterprise included on the study 42 % are Micro and 58 % are Small. On
the other hand, enterprises are engaged on construction, manufacturing and other, 39.9 %,
42.5%and 17.6 %, respectively. Regarding year of operation, enterprises between 0-2 years are
30.4 %, between 3-5 years are 39.9%, 19.6 % are between 5-7 years and 10.1 are above 7 years.
Generally, the majority of the respondents considered on study are partnership small-scale

enterprise with 3 up to 5 years of operation within metal & woodwork sector.
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4.3 Design Analysis of study vs scale of enterprise

The cross tabulation was made between enterprises scale with enterprises sector, scale with their
innovation performance, scale with the type of innovation they introduced and finally enterprise
scale with reasons, why they didn’t introduce or expand innovation.

The results obtained from respondent regarding this issue were presented in the table 4.7.

Table 4. 7: Design Analysis of study vs Scale of Enterprise

Micro Small
Count % Count %

Enterprise introduce v 102 55.6 32 24.1
nnovation X 81.3 444 100.7 75.9
Total 183.3 100 132.7 100
If “YES” What type of | Process 93.3 50.9 30.7 23.1
innovation innovation

Product 90 49.1 102 76.9

innovation
Total 183.3 100 132.7 100
If “NO” reason for not | Market 32 47.05 47 47.95
introducing or condition
expanding Factors 36 52.94 51 52.05

constraining

Due to Both 0 0 0 0

reason
Total 68 100 98 100

Source: own survey (2023)

4.4 Descriptive Statistics

A descriptive analysis is presented through this section, which will demonstrate the perception of
the sample and agreement in relation factors affecting innovation. Moreover, each dimension of
the factors affecting innovation will be presented in the following section, with its associated
statement’s mean, standard deviation and relative importance. Subsequently, an explanation into
the sample agreement and satisfaction in regards to the different factors and their subsequent
statements will be provided later through these factors of innovation. A specific scale was used in
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the process of analyzing questionnaire statements, which was divided into five levels that relate to
the weights of the questionnaire (Sekaran, 2004).

An obstacle to innovation was studied by various researchers to establish linkage and attempt to
show that the barrier to innovation causes a great impact on the performance of Micro and Small
enterprises. The following section deals with, presentation and discussion of survey finding on
factors affecting innovation regarding the five variables considered in the study.

4.4.1Access to Finance

Access Finance of innovation is the most obvious influencing factor of innovation capability of
MSEs as empirical evidence shows. Lack of finance is usually cited factors which adversely
affecting MSEs technological innovation (OECD, 2005). The effect of lack of finance on
enterprises technological innovation at Micro and small enterprises depict on table 4.8.

Table 4. 8: Effect 10f Access to Finance MSEs innovative performance

No Items Frequency Mean | ST.D
SD D N A SA
1| Enough funds are available within your | 175 77 34 26 4 1.78 1.058
ente_zrprise to carryout innovation 554% | 24.3% | 10.8% | 8.2% | 1.3%
projects
7 Enterprise has no access to long term | 46 15 116 131 8 3.22 1.082

loans from banks to innovation projects 14.6% | 4.7% | 36.7% | 41.5% | 2.5%

3 Funds are available from sources | 142 90 60 16 8 1.96 1.068
outside your enterprise for innovation 24.9% | 285% | 19% |51% | 2.5%

4 Investors (banks, venture capitalists, | 47 170 65 12 22 2.43 1.025

etc.) are encouraging innovative firms 14.8% 1 53.8% | 20.7% | 3.8% | 6.9%
through financing

g Collateral requirements of banks & | 112 158 38 4 4 1.89 .799
flnancql institutions are encouraging [z 204 [ 5004 2% 1 13% | 13%
innovation

g Enterprise  hire or purchase the | 47 4 8 211 46 3.79 1.171

necessary skill or equipment which is 148% | 13% | 25% |66.8% | 14.6%
important to innovation

7 Enterprise has no difficulty in finding | 146 128 30 12 0 1.759 811
cooperation partners for innovation 26.2% | 405% | 95% | 3.8% | 0%

g Enterprise has good cooperation with | 140 156 12 8 0 1.698 .963
Institutions. 44.3% | 49.4% | 3.8% | 2.5% | 0%
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Average 2.32 | 0.997

Source: Own Survey, 2023

The majority of the respondents feel that there is lack of funds available for innovation purpose
with in enterprises. As shown above on the table 4.8, the grand mean value for lack of finance is
2.32 implies that it’s an important obstacle to MSEs innovation. The 1¥Statement which stated
that “Enough funds are available within your enterprise to carryout innovation projects” which
have a mean of 1.78 which indicate most of the respondents disagree on the issue which means
there is no enough funds available within enterprises to carryout innovation projects. The 2™
statement stated that “Enterprise has no access to long term loans from banks to innovation
projects” and have a mean value of 3.22. Which indicate most of the respondents agree on the
issue. Out of 316 respondents 131(41.5%) agree on the statement, 46(14.6%) dis agree and
116(36.7%) neither agree nor disagree. the 3" statement “Funds are available from sources
outside your enterprise for innovation” and have a mean value of 1.96 which indicate that most of
the respondents disagree on the statement. The 4" statement “Investors (banks, venture
capitalists, etc.) are encouraging innovative firms through financing” and have a mean value of
2.43 which means that most of the respondents disagree on the statement implies that investors
are not encouraging innovative firms through financing. The 5% statements stated that “Collateral
requirements of banks & financial institutions are encouraging innovation” and have a mean
value of 1.89 which means that most of the respondents disagree on the statement. Indicating that
collateral requirements of banks and financial institution are not encouraging innovation. The
6Mstatement stated that “Enterprise hire or purchase the necessary skill or equipment which is
important to innovation” and have a mean value of 3.79 which means most of the respondents
agree on the statement. The 7" Statement “Enterprise has no difficulty in finding cooperation
partners for innovation” and have a mean value of 1.76 which means most of the respondents
disagree indicating that enterprises face difficulty in finding cooperation partner for innovation.
The 8" statement stated that “Enterprise has good cooperation with institutions i.e. universities,
non - university, and business development service provider regarding innovation” and have a
mean value of 1.69 which indicate that most of the respondents disagree on the statement that
means enterprises has no good corporation with universities, non-universities and business

development enterprises.
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Moreover, interview script support response of manager or owner that technological innovation of
MSEs is mainly obstacle by lack of finance and finance related problems. And they pointed, by
very nature innovation is intangible assets; as a result, anybody could not give money by bearing
the risk associated. Finance is the main root of business. As result, enterprises need finance to
invest in new equipment and machinery, reach out to new markets and products, and cope with
temporary cash flow shortages as well as to develop new technology and expand it. If firms do
not have sufficient amount of finance it’s impossible to compete with others by engaging in
activities which gain competitive advantages. So, due to lack of availability of finance MSEs has
shortage of assigning fund for innovation .so far, this resulted on low engagement of MSEs on
new technology developments. Particularly, while data gathered from manager or owner, they
explained that even they have prototype technological innovation on their hand, however due to
lack of finance they are unable to reach to the market. Due to intangibility nature of innovation
those financial institution also not ready to make available such loan service for MSEs specific to
innovation, thus it affects adversely technology innovation of enterprises.

4.4.2 Technology

The other factors considered as barriers for MSEs to engage in innovation in this study were,
technological and market information. Regarding this issue result obtained from survey were
presented in the following table 4.9.

Table 4. 9: Effect of technology on MSEs innovative performance

Item Frequency Mean |SD
SD D N A SA
1| Has access & utilize up to date 148 117 39 12 0 1.739 0.825

technological information
46.8% | 37.1% | 12.3% | 3.8% | 0%

2 Enterprise are accessed and utilized | 41 134 20 117 4 2.82 1.141
up to date technology materials 13% 1 42.4% 163% | 37% | 13%

3 Adequate information technology | 71 68 83 90 4 2.741 1.164

transfer ins:titutionsareavailable 52506 | 21.5% | 26.2% | 28.5% | 1.3%
for enterprise

4 Enterprise easily access & utilize 55 88 37 132 4 2.904 1.214

internet services while they need 17.4% | 27.8% | 11.7% | 41.8% | 1.3%
technological innovation

information
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g5 Enterprise has linkage with 35 70 22 185 4 3.251 1.156
technology teaching institutes 11.1% | 22.2% 1 6.9% |58.5% | 1.3%

@ Enterprise seek new technology 45 110 16 139 6 2.915 1.201
markets to serve and satisfying 14.2% | 34.8% | 5.1% | 44% | 1.9%
existing clients

nterprise participates in : :

7 E i ici [ 98 75 100 34 9 2.36 1.118
conferences, trade fairs and 31.2% | 23.7% | 31.6% | 10.7% | 2.8%
exhibitions to share technological
innovation information

Average 2.211 1.155

Source: Own Survey, 2023

As shown above on the table 4.5, the grand mean value for lack of technological & market
information 2.211 is implies that it’s an important obstacle to MSEs technological innovation.
The 1%statement which states “has access & utilization of new technological information
(exposure to innovation journals and articles)”which have a mean of 1.739 which indicate most of
the respondents disagree on the issue which means they have low access and utilization of new
technological information, the 2"question which states “Enterprise are accessed and utilized up to
date technology” Which have a mean value of 2.82 indicate that most of the respondents disagree
with this statement which means there low access and utilization of new technological materials.
The 3" question which states that “Adequate information technology transfer institutions are
available for enterprise” which have a mean value of 2.74 indicate that most of the respondents
disagree with the statement which indicate there is in adequate information technology transfer
institutions available for enterprises. The 4" question which states that “Enterprise easily access
& utilize internet services while they need technological innovation information” and have a
mean value of 2.90 which indicate that almost equal number of respondents agree and disagree on
the statement which means it depends on the enterprise. The 5" question which states that
“Enterprise has linkage with technology teaching institutes” and have a mean value of 3.25 which
shows most of the respondents agree, while the total number of respondents agree and strongly
agree on this issue is 189(59.8) and the total number of disagree and strongly dis agree on this
issue is 105(33.3%) and the other 22 respondent remain silent or neutral. The 6"question which

states that “Enterprise seek new technology markets to serve and satisfying existing clients” and
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have mean value of 2.92which indicate most of the respondents disagree on the issue from 316
respondents 155 respondents disagree and 145 agree and the remaining 16 neither agree or
disagree. The 7™ question which states that “Enterprise participates in conferences, trade fairs and
exhibitions to share technological innovation information “and have a mean value of 2.36 which
indicate that most of the respondents dis agree on the issue which means that most of the
enterprises did not participate in conferences, trade fairs and exhibitions to share technological
information Interview scripts admit information is important and base for making innovation.
However, MSEs lack important technological information. This is a result of enterprises are not
in a position to update themselves by reading new scientific journals and other and absence of the
internet service around working place aggravate the problem. Likewise, MSEs has problem on
marketing information.

Information about technology and markets can under pin the importance and potential advantage
of becoming more innovative (Galia and Legros, 2004). Finding is similar with Jaramillo et al,
(2001) and Silva et al, (2007) which identified as barrier for innovation. In addition, Asseffa
(1997) confirmed that a problem of information on private sectors even if information is power to
every organizations or enterprises. Technological or market information is important for MSEs to
cope up in this dynamic environment and to overcome competitive restrain factors. Information
technology is crucial because it is the means to develop or modify technological innovation.
Information regarding market or customer needs also a problem for SMEs, hence limited
knowledge about users demand with regard to technological innovation might not be effective
after they developed or improved new technology as a result those new or significantly improved
technologies hasn’t needed by markets or potential users. Moreover, to imitate or radically
introduce technological innovation, the access for and utilization of up-to-date information and
materials are critical for enterprises otherwise; their new technological innovation role is
restrained.

4.4.3 Skilled Person

Lack of skilled personnel is usually considered as influencing factor for MSEs innovation as
empirical evidences noted. This study also considered lack of skilled personnel to measure
influence of innovation performance in micro and small enterprises.

Table 4. 10: Effect of skilled personnel on innovative performance of MSEs
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No | Item Frequency Mean | ST.D
SO |D N A SA

1| Enterprise inadequate number of | 45 110 16 138 7 2.93 1.205
trained personnel for successful 3 3 3 5 5
innovation projects 14.2% | 34.8% | 5.1% |43.7% | 2.2%

2| Enterprise has individuals with | 96 77 100 34 9 2.37 1.138
creative and innovative ideas 30.4% | 24.4% | 31.6% | 10.8% | 2.8%

3| Enterprise has enough 90 98 90 30 8 2.31 1.044

managerial know-how to
effectively and efficiently
manage innovation processes

28.5% | 31% | 28.5% | 9.5% | 2.5%

4| Within enterprise qualified, 52 82 30 142 10 2.96 1.233

experienced and technically
skilled personnel are available LEEWD Zoastin | 2o | Aol | a2

for innovation

5| Within the market qualified, 8 25 10 186 87 4.13 0.925

experienced and technically
skilled personnel are available = B Bk RO

for innovation

6| Enterprise can access expertise | 152 44 19 92 9 2.301 1.423
e e e’ '™ | 5155 | 739% | 5% | 291% | 20%
Average 2.83 1.162

Source: Own Survey, 2023

MSEs Managers and/or owners and/or employees’ response regarding lack of skilled personnel is
important obstacle to enterprise innovation or not. The lack of skilled personnel is important
influencing factor to MSEs innovation capability were the grand mean value is 2.83 which is good.
Moreover, the 1% question states that “enterprises have inadequate number of trained personnel for
innovation” and a mean value of 2.93 which indicate that almost equal number of respondents agree
and disagree on the statement which means most enterprises lack of trained personnel for innovation.
The 2™ question which state that “Enterprise has individuals with creative and innovative ideas”
and have a mean value of 2.37 which is most of the respondents disagree on the statement which
is there is lack of individual with creative and innovative ideas. The 3™ question which stated that
“Enterprise has enough managerial know-how to effectively and efficiently manage innovation
processes” and have a mean value of 2.31 which means most of the respondents disagree on the
statement which indicating that enterprises have lack of managerial know how to manage

innovation process. The 4" question which stated that “Within enterprise qualified, experienced
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and technically skilled personnel are available for innovation” and have mean value of 2.96 out of
the total 316 respondent’s30 neither agree nor disagree (neutral) on this statement. from the
remaining 286 respondent’s 82(25.9%) disagree on this statement. Which indicate that there is
lack of qualified, experience and technically skilled personal are available for innovation. The 5™
question stated that “Within the market qualified, experienced and technically skilled personnel
are available for innovation” and which have a mean of 4.13 which indicate that most of the
respondents agree on the statement. The 6™ question stated that “Enterprise can access expertise
for innovation from other firm and scaling up innovation” and have a mean value of 2.30 which
indicate that most of the respondents disagree on the statement which indicate that there is
difficulties to access expertise for innovation from other firm and scaling up innovation. These all
six questions are important influencing factors of innovation in micro and small enterprises.
Additionally, interview script indicates, MSEs innovation is highly influenced by lack of skilled
personnel as indicated by participants.

4.4.4. Government Policy and Regulation

Firms who operate in a country always regulated under the government of that country, which is why
government policy and regulation is considered in this study as a factor that influence for the
introduction or expansion of innovative performance in MSEs. Government policy can be seen in two
dimensions for the firms to engage in innovation (i.e. it can encourage them to rely on innovation or it
can discourage them to innovate new technology). According to Samad (2007) government policy
encourage MSEs to move to higher levels and gain competitive advantage. In contrary, the study of
Lim and Shyamala (2007) identified as an inhibiting factor. the result obtained from the respondents

regarding government policy and regulations were shown on table 4.11, as follows:
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Table 4. 11. Effects of government policy and regulation on MSEs innovation capability

No Frequency Mean | ST.D
Items SD D N A SA
1/ Government strategy is appropriate | 21 53 4 108 130 3.94 1.333
for enterprise technological 6.6% |16.8% | 1.3% |34.2% | 41.1%
innovation
2| Government technological | 44 96 19 115 42 3.12 1.371

innovation policies are encouraging | 13.9% | 30.4% | 6% 36.4% | 13.3%

3| Enterprise  innovation  activities | 10 136 60 62 48 3.1 1.193
helped through government policy | 3.1% | 43.2% | 18.9% | 19.6% | 15.2%
and regulation

4| Regulatory measures ensure | 8 82 7 163 56 3.68 1.127
financial resources for innovation 2.5% [25.9% |2.3% |51.6% | 17.7%

5| Enterprise share new technologies | 22 72 42 154 26 3.36 1.154
experience with the help of | 6.9% |22.8% | 13.3% | 48.7% | 8.3%
government

6| Enterprise has supported through | 4 138 36 112 26 3.13 1.090
access for doing & expanding | 1.3% |43.7% | 11.4% | 35.4% | 8.2%
innovation by government

7| Enterprises accessed and used | 50 50 40 140 36 2.86 1.418
government loans service for | 15.8% | 15.8% | 12.7% | 44.1% | 11.3%
innovation project activities

8/ Government not provides equal | 29 30 12 195 50 3.80 1.097
support for all enterprise related to | 9.2% | 9.5% |3.8% |61.7% | 15.8%
innovation.

9| Tax system is modified with the | 24 89 30 173 0 3.14 1.149
view to promote  enterprise
technological innovation

7.6% |28.2% | 9.5% | 54.7% | 0%

Average 3.345 | 1.215

Source: Own Survey, 2023

The above table showed that MSEs manager or owner or employees’ responses regarding whether
government policy and regulation influencing factor for innovation capability or performance of
MSEs or not. The average mean value of government policy and regulation is 3.245 which rated
as good.

The 1% statement stated that “Government strategy is appropriate for enterprise technological

innovation” and have mean value of 3.94 which indicate that most of the respondents agree with
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the statement their implies that there is fair government strategy. The 2" statement stated that
“Government technological innovation policies are encouraging” and have a mean value of 3.12
which indicate that most of the respondents agree that government technological innovation
policies are encouraging. The 3" statement showed that “Enterprise innovation activities helped
through government policy and regulation” and have mean value of 3.10 which indicate most of
the respondents disagree on the statement about 136(43.2%) respondents disagree. The 4"
statement stated that “Regulatory measures ensure financial resources for innovation” and has a
mean value of 3.68 which implies that most of the respondents agree that regulatory measures
ensure financial resource for innovation. The 5" statement stated that “Enterprise share new
technologies experience with the help of government” and has a mean value of 3.36 indicate that
most of the respondents agree on the statement. The 6" statement showed that “Enterprise has
supported through access for doing & expanding innovation by government” and have a mean
value of 3.13 which implies that most of the respondents disagree with the statement. the 7"
statement which is “Enterprises accessed and used government loans service for innovation
project activities” and have a mean value of 2.86 which implies that most of the respondents
disagree on the statement. The 8" statement implies that “Government not provide equal support
for all enterprise related to innovation” and have a mean value of 3.80 which means most of the
respondents agree with the statement. The 9" statement which is “Tax system is modified with
the view to promote enterprise technological innovation” and have mean value of 3.14 implies
that almost equal number of respondents agree and dis agree on the statement.

Moreover, interview showed that government policy and regulation is not attractive as such, it
lacks consistency in which regulation and strategies are changed from time to time, absence of
government R&D funding which help enterprises innovation activities, absence of regulatory
measure to encourage innovators, inadequate effort by government to transfer technological
know-how, absence of modification of tax system to promote innovation are important obstacles
for MSEs innovation.

Similarly, government policies and regulations, is a frequent source of influencing factors to
innovation (Poll et al., 1999) and this supported by uncertainty about government policy, and also
became a significant barrier to innovation. For organization government policy and regulation has
positive and negative effect on firm performance. This is the fact that every organization is

governed under the umbrella of state government policy and regulation. As a result, enterprises
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innovation performance might be also encouraged or discouraged by policy and regulation of

countries government. Having this in mind, MSEs by very nature has a number of problems as a

result of size and capability and others factors to engage on technological innovation.

MSEs will engage on innovation for different reasons, may be for maintaining market share &

existing customer or else. To do so, their ownership for newly developed technology should be

maintained; otherwise they are de motivated to engage on such activities.

4.4.5 Organizational Culture

Organization culture usually cited as factors affecting innovation of micro and small enterprises

as literature concerned. Table 4.12, depicts that organization culture effect on micro and small

enterprises innovation capability.

Table 4. 12: Effects of organization culture innovation capability of MSEs

No | Item Frequency Mean | ST.D
SD |D N A SA

1.| Enterprise believe as any one of | 85 155 43 9 24 223 |1111
ihe Wor'kers could be creative and 26.9% | 49.1% | 13.6% | 2.8% 7 6%
innovative

2 | Employees are empowered to | 38 14 14 175 75 3.88 1.218
come 'Wi'[h new ideas in the [75g; 24% | 44% |555% 53.7%
enterprise

3 | Enterprise is aware of constant | 119 131 26 21 19 210 |1.160
change env_iror.imer.it & innovation 377% | 415% 182% |66 6%
as key to this situation

4 | Enterprise has  encouraged | 130 129 20 15 22 202 |1.168
synergie§ of d_ifferent resources 11104 1 40.8% | 6.3% | 4.7% 6.9%
towards innovation

5.| Enterprise managers or owners | 20 220 62 0 14 2.19 639
play significant role in promoting 63% 1696% |196% | 0% 45%
innovation

6.| Supervisors spend a good deal of | 40 240 22 0 14 2.19 .639
time listening to employees' ideas 12.7% 1 75.9% 16.9% | 0% 45%
and support for new ideas
development

7 .| Enterprise enables staffs to update | 0 0 149 8 159 412 | 1.024

with  best practice learning 0% 0% 47.2% | 2.5% 50.3%
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(benchmarking exercise) related to
innovation

innovation ~ where  others  see 550, 918% | 0% 1.6% 4.4%
problems

regional government, private and {30, [13% | 0% 47 4% 150%
non-profit research institutes on

innovation issues

Average 2.837 |0.901

Source: Own Survey, 2023

The above table reveals that MSEs manager or owner or employees’ responses regarding whether
organization culture obstacle innovation capability or performance of MSEs or not. As it is shown
on table 4.8, the mean grand value for organizational culture is 2.837 demonstrate slightly good
level of agreement relating to the above statements. Indicates that MSEs organization culture is
important barrier to MSEs innovation. Moreover, the 1% question states that “Enterprise believe as
any one of the workers could be creative and innovative” and a mean value of 2.23 which indicate
that most of the respondents disagree on the statement which means most enterprises did not believe
any one of the workers with in the enterprise is creative and innovative. The 2" question stated that
“Employees are empowered to come with new ideas in the enterprise” and have a mean value of
3.88 which means most of the respondents agree on the statement indicating that enterprises
empowered employees to come with new ideas. The 3" question stated that “Enterprise is aware
of constant change environment & innovation as key to this situation” and have mean value of
2.10. which means most of the respondent’s disagree this statement indicating that enterprises not
aware of constant changes environment and innovation. The 4™ question stated that “Enterprise
has encouraged synergies of different resources towards innovation” and have a mean value of
2.02 which means most of the respondent’s disagree on this statement indicating that enterprises
have not encouraged synergies of different resources towards innovation. The 5" question stated
that “Enterprise managers or owners play significant role in promoting innovation” and have
mean value of 2.19. which means most of the respondent disagree on the statement and the is lack
of significant role in promoting innovation by managers or owners of the enterprise. The 6™

question stated that “Supervisors spend a good deal of time listening to employees' ideas and
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support for new ideas development” and have mean value of 2.19 indicating that most of the
respondent’s disagree on the statement. The 7" question stated that “Enterprise enables staffs to
update with best practice learning (benchmarking exercise) related to innovation” and has mean
value of 4.12 means most of the respondent’s agree on the statement. Which indicate that
enterprise enables staffs to update with best practice learning related to innovation. The 8%
question stated that “Enterprise see opportunities for innovation where others see problems” and
have a mean of 2.19 which indicate that most of the respondent’s disagree with this statement.
The 9™ question stated that “Enterprise has done closely with regional government, private and
non-profit research institutes on innovation issues” and have a mean value of 4.61 which indicate
that most of the respondent’s agree with this statement.

Even if, MSEs managers or owners responded organization culture as the list important barriers to
technological innovation, interview from agency workers confirmed that enterprises organization
culture are hindering MSEs innovation performance so far. They noted MSEs has not unified goal
which govern the entire member in the enterprises and also miss trusted each other as a result they
are not motivated to engage activities related to innovation.

4.4.6 Innovation Capability

Innovation capability has been considered as a key element for the growth of micro and small
sized enterprises (MSEs) for a long time. Though this field of research has been subject to
numerous studies, the links between the factors that affect innovation within SMEs still need to
be clarified and investigated (Leghima, 2014).

Several studies have suggested that there are many factors that lead to innovation, including
individual, organizational and environmental factors as well as those related to or are considered
to be innovation attributes (Sauniére et al. 2012). They have, moreover, underlined the
importance of recognizing that most of these factors can influence unevenly the process of

innovation, in that they are not of equal strength nor all act in the same direction (Ducaux, 2013).
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Table 4. 13: Innovation

No | Item Frequency Mean | SD
SD D N A SA
1.| Innovation Increased range of | 52 124 110 26 4 2.40 0.899
goods or services 16.6% | 39.2% | 34.8% | 8.2% | 1.2%
2. | Innovation Improved quality of | 182 89 16 17 12 1.73 1.080
goods or services 57.6% | 28.2% | 5% | 5.4% | 3.8%
3. | Improved flexibility of | 48 100 90 74 4 2.67 1.054
production or service provision 1539 | 31.6% | 28.5% | 23.4% | 1.2%
4. | Increased the speed of supplying | 26 28 42 186 34 3.67 1.053
and/or delivering goods or 829 |89% |13.3% | 58.9% | 10.7%
services
5. | Reduced labor costs per unit | 111 116 39 42 8 2.19 1.131
output. 35.2% | 36.7% | 12.3% | 13.3% | 2.5%
6. | Increased capability of | 74 34 33 156 19 3.06 1.347
production or service provision. 23 4% | 10.8% | 10.4% | 49.4% | 6%
7. | Reduced materials or energy per | 40 152 108 12 4 2.41 1.262
unit output 12.7% | 48.2% | 34.2% | 3.7% | 1.2%
8. | Reduced environmental impacts | 60 81 44 120 11 2.76 1.227
18.9% | 25.6% | 13.9% | 37.9% | 3.7%
9. | Improved health and safety 15 95 20 100 86 4.14 0.883
4.7% | 30.1% | 6.3% | 31.6% | 27.3%
10f Met requirements of existing | 50 138 40 84 4 2.58 1.117
clients 15.8% | 43.7% | 12.7% | 26.6% | 1.2%
11} Innovation Allowed the plant to | 30 20 50 186 30 3.67 1.062
keep up with its competitors 95% |6.3% | 15.8% | 58.9% | 9.5%
Average 2.84 1.101

Source: own survey (2023)

The above table indicates that MSEs manager or owner or employees’ responses regarding to
innovation. As it is shown on table 4.8, the mean grand value for innovation is 2.84 demonstrate

the participants slightly good level of agreement relating to the above statements. Moreover, the
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1%statement states that “Innovation Increased range of goods or services” and a mean value of 2.40
which indicate that most of the respondents disagree on the statement. the 2" statement states that
“Innovation Improved quality of goods or services” and mean value of 1.73 which indicate most
of the respondents disagree on the statement. The 3 statement is showed that “Improved
flexibility of production or service provision” and have mean value of 2.67 indicate that almost
equal number of respondents agree and disagree on the statement. The 4" statement showed that
“Increased the speed of supplying and/or delivering goods or services” and has mean value of
3.67 which implies that most of the respondents agree that innovation increased speed of
supplying and delivering goods. The 5™ statement said that “Reduced labor costs per unit output
“and have a mean value of 2.19 which implies that most of the respondents dis agree that
innovation reduced labor costs per unit output. The 6™ statement said that “Increased capability of
production or service provision” and have a mean value of 3.06 which implies almost equal
number of respondents agree and dis agree on the statement. The 7" statement said that “Reduced
materials or energy per unit output” and have mean value of 2.41 indicating that most of the
respondents disagree on that innovation reduced materials or energy per unit output. The 8%
statement said that “Reduced environmental impacts” and have mean value of 2.76 implies there
is equal number of respondents agree and dis agree on the statement which means equal number
of respondents agree and dis agree innovation reduce environmental impacts. The 9"statement
states that “Improved health and safety” and have mean value of 4.14. Which indicate that most
of the respondents agree that innovation improved health and safety. The 10" statement states that
“Met requirements of existing clients” and have mean value of 2.58 which means most of the
respondents disagree on the statement. The 11" statement states that “Innovation Allowed the
plant to keep up with its competitors” and have mean value of 3.67 indicating that most of the
respondents agree on the statement.

4.5 Correlation between independent variables and dependent variable

Correlation is a statistical tool to determine the strength of relationship between two suitability
variables. Therefore, correlation matrix is an interpretation of the correlations is based on a
significant of the correlation between two or more variables. The ranges of r value from -1 to +1,
which used to describe a direction relationship between two variables. As noted by (Gujarati,
2004), a serious problem for multicollinearity is occurred if the correlation is about 0.8 or larger.

i.e. if pair-wise or zero-order correlation coefficient between two repressors is out of the
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recommended range of multicollinearity which is -0.8 or 0.8. Among them, minus means the

relationship between two variables is negative, and if the greater the absolute value of correlation

coefficient, the stronger the relationship. It shows that if one variable becomes bigger and another

variable will become to smaller. For plus sign means a positive relationship between two

variables, a variable tends to directly become bigger with another variable, or smaller and smaller

with this variable (direct relation). When correlation coefficient equal to O, it means the weakest

relationship between two variables. The correlation matrix table is a comparison of needs,

requirements, or functions whereby the user identifies a relationship of either mutual benefit,

conflict, or no.

Table4d. 14: Correlation between independent variables and dependent variable (innovation)

and among independent variables

Gov. Skilled
policy personnel
and Organizational
Innovation | regulation | Technology | Finance culture
Innovation Pearson | 1
Sig.
Gov. policy | Pearson | .809** 1
and Sig. 000
regulation
Technology | Pearson | .799** J710** 1
Sig. .000 .000
Finance Pearson | .407** .286™* .388** 1
Sig. .000 000 .000
Organization | Pearson | -.114* -.101 -.025 .040 1
culture Sig. .046 077 655 481
Skilled Pearson | .752** .696** 828** | 213** -.063 1
personnel Sig. .000 .000 .000 .000 271

**_Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).

Source Own survey, 2023
The Pearson correlation coefficient can take a range of values from+1 to -1. Value 0 indicates that

there is no association between the two variables. a value greater than O indicates a positive

association; that is, as the value of one variable increases, so does the value of the other variable.

Findings revealed that government policy and regulation was positively and significantly
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associated with innovative capability of MSEs (r =0.809, p<0.01). Further, the technology and
marketing information of the enterprises and significantly correlated to innovative capability (r =
0.799, p<0.01) showing that organizational objective and project management competence has a
positive correlation with core banking. Finance also correlated with innovative capability (r =
00.407, p<0.01). In addition, Skilled person or human capital was positively and significantly
correlated with innovative capability of MSEs (r = 0.752 p<0.01).on the other hand,
organizational culture was negatively and significantly correlated with innovative capability (r = -
0.114 p<0.05). This implies that government policy and regulation, skilled person, technological
and marketing information and access to finance have a strong positive significance with the
innovation capability of MSEs.

4.6. Regressions Assumption tests

Before doing multiple regression analysis, it is essential to test assumptions of multiple linear
regression analysis Model (Keith, 2006; Pallant, 2005). Therefore, each assumption result
discussed below:

4.6.1 Normality test

Normality tests are used to determine whether a data set is well-modeled by a normal distribution
or not, or to compute how likely an underlying random variable is to be normally distributed
(Gujarati, 2009). Therefore, the researcher was used Histogram methods of testing the normality
of the data. According to Fidell (2001),if the residuals are normally distributed around its mean of

zero.
Table 15: Residuals Statistics on Normality Test

Residuals Statistics

Minimum | Maximum Mean Std. Deviation N
Predicted Value 13.6385 24.6000] 19.0949 2.25616 316
Residual -5.55886 6.35920 .00000 1.71430 316
Std. Predicted Value -2.418 2.440 .000 1.000 316
Std. Residual -3.217 3.680 .000 .992 316

a. Dependent Variable: IC
Source: survey result, 2023

The histogram should be a bell shaped and regression standardized residual plotted between 3.3

and —3.3. So that, from figure 4.2 below, it can be noted that the data conforms to the normality
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assumption (Stevens, 2009). As we can understand from the histogram and p-p plot depicted
below, the residuals seem normally distributed and the residuals are distributed with a mean of 0
and standard deviation of 0.992 which is approximately 1. Thus, the model fulfills the assumption
of being normally distributed. Moreover, in the normal probability plot is expected that our points
will lie in a reasonably straight diagonal line from bottom left to top right which can be confirmed

from p-p plot depicted below. This would suggest no major deviations from normality.

Figure 4.2: Normality test Histogram
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Source: survey result, 2023

4.6.2 Linearity test

This is slightly different from simple linear regression as we have multiple explanatory variables.
Multiple regressions can accurately estimate the relationship between dependent and independent
variables, when their relationship is linear in nature (Keith, 2006). If linearity is violated, all the
estimates of the regression including regression coefficients, standard errors, and tests of
statistical significance may be biased (Keith, 2006). This can be best checked by p-p plot residual
as shown in figure below 4.3. When, p-p residual look at straight line, the relationship between
the dependent and independent variables is linear. Therefore, there is no linearity problem on the
data used for this study.

Figure 4. 3: P-P plot; linearity test results
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Normal P-P Plot of Regression Standardized Residual

Dependent Variable: IC
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Source: survey result, 2023

4.6.3 Multicollinearity Test

If an independent variable is an exact linear combination of the other independent variables, then
we can infer that the model suffers from perfect collinearity. According to Gujarati (2003),
multicollinearity test helps to identify the correlation between explanatory variables and to avoid
double effect of independent variable from the model. When independent variables are
multicollinear, there is overlap or sharing of predictive power. This may lead to the paradoxical
effect, whereby the regression model fits the data well, but none of the explanatory variables
(individually) has a significant impact in predicting the dependent variable. For this purpose,
variance inflation factor (VIF) and tolerance test were employed to check whether or not
multicollinearity problem exists in explanatory variables (efficiency, cost, speed, & security). If
the value of VIF is less than 10, there is no multicollinearity between the explanatory variables
and on the other hand VIF greater or equal to 10 is an indicator of a serious multicollinearity
problem. In addition, tolerance is an indicator of how much of the variability of the specified
independent is not explained by the other independent variables in the model and is calculated

using the formula for each variable. If this value is very small (less than .10), it indicates that the
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multiple correlation with other variables is high, suggesting the possibility of multicollinearity
(Keith, 2006; Shieh, 2010).
Table 16 :Collinearity Statistics

Collinearity Statistics
MODEL Tolerance VIF
Government regulation 539 1.855
Technology .293 3.412
Finance 421 2.377
Organizational culture .653 1.531
Skilled personnel 223 4.483

As exposed in collinearity Statistics the above table 4.16, the value of VIF of all independent
variables was found to be smaller than 10 and similar purpose tolerance is used for test
multicollinearity by having not less than 0.1. In this study the tolerance value for each
independent variable is well above 0.1. Therefore, all the results confirm that multicollinearity

assumption is maintained.

4.6.4 Heteroscedasticity Test

Heteroscedasticity statistics checked is used to measure model fitness. The variance of the
residuals for every set of values for the independent variable should be equal and violation is
called heteroscedasticity. This means that investigators assume that errors are spread out
consistently between the service quality dimensions. Scatter plot of more than 3.3 or less than -
3.3 indicates a heteroscedasticity problem (Tabachnick & Fidell, 2007). Therefore, as shown in
figure below 4.4 the data did not violate heteroscedasticity assumption and instead it was
homoscedastic.

Figure 4.4: Scatter Plot Heteroscedasticity test results
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Scatterplot

Dependent Variable: IC
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4.7 Results of Multiple Regressions

Multiple regressions are a logical extension of the principles of simple linear regression to
situations in which there are several predictor variables. A regression model is created by adding
one lag of the dependent variable on the right-hand side of the equation; The regression
coefficients are analyzed the independent and dependent variables identify both magnitude and
the direction of impact. Under the following regression out puts the beta coefficient may be
negative or positive; beta indicates that each variable’s level of influence on the dependent
variable. P-value indicates at what percentage or precession level of each variable is significant.
R2 values indicate the explanatory power of the model and in this study adjusted R2 value which
takes into account the loss of degree of freedom associated with adding extra variables were

inferred to see the explanatory powers of the models (Girma, 2016)

Correlation and multiple regression analyses were conducted to examine the effect of setting
objective, feedback, coaching, appraisal and evaluation on employee performance. Using the

regression output in table above, the following equation model was estimated
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Y= bo + b1x1+b2X2+...bnxn + E
Where, y= Dependent variable Po, b1, b2...bn= coefficients

The regression equation becomes:
Innovation In MSEs = bg +bx1GP +bxzFi+ bxsOC +bxsSP+ bxsTE +E

Tabled. 17. Summary of Regression between independent and dependent variables

Model Unstandardized Coefficients | Standardized T Sig
Coefficients
B Std. Error Beta
(Constant) 179 109 7.154 .000
GP .309 .028 438 10.876 .000
TE .206 .039 290 5.322 .000
Fi 116 .026 134 4.464 .000
Oc -.055 .027 -.057 -2.078 .039
Sp 123 .036 175 3.404 .001
a. Dependent Variable: IN

Source: Own survey 2023
The above table Simple regression analysis indicates in that government policy and regulation,

technology and marketing information, access to finance and skilled person have a significant
influence on innovation which means there is a positive relationship between independent
variable such as governmental regulation and policy, technology, Access to finance, skilled
personnel with dependent variable innovation. There is a negative relationship between
Organizational culture and innovation performance of micro and small enterprise. This implies

that when one variable increases the other may decrease and via versa.

Table 4.16 further shows that, all the explanatory variables included in this study can significantly
explain at 99% confidence level to the variation on the dependent variable. The standardized beta
coefficient column shows the contribution that an individual variable makes to the model. The
beta weight is the average amount the dependent variable increases when the independent
variable increases by one standard deviation (all other independent variables are held constant).
As these are standardized, we can compare them. Thus, the largest influence on the performance

of innovation in MSEs is from government policy and regulation (.0309) and the next is
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technological and marketing information factor (0.206). Also Access to finance with beta value of
(0.116) and skilled person (human capital) with the beta value of .116 are also positively affect
innovation capability in MSEs. On the other hand, organization culture with beta value of (-
0.055)negatively significant.so that Innovation in MSEs positively associated with GP(-
.309),TE(-.206), Fi (.116), SP (.123) and negatively associated with OC(-0.055).From the result of
multiple regression analysis ,the researcher concluded that government policy and regulation have
stronger effect on core banking service than the other independent variables with 0.309.the
negative beta of organizational behavior indicate that there is negative correlation between the
dependent variable which is innovative capability and organization culture if the other
independent variables held constant. The multiple regression model with all five predictors
produced R? =.779, F= 213.4, p = 0.000. Since the p-value is less than a=.05, we can conclude

that the predictors did contribute to the multiple regression model.

The multiple regression model with all four predictors produced R2 = .779, F= 213.4, p < .001.

Therefore, the final model for the multiple regressions is,
The Final Model equation given as

Innovative Capability =.779 +-.309 (GP)+-.206 .(TE) + .116 (FI) -.055 (OC)+ .123(SP) + e
Bo: not analyzed (generally, it is the mean for the response when all of the independent

Variables (x) take on the value 0.), core banking service be.779

4.8 ANOVA

ANOVA tells the overall goodness of fit of the model. Table 4.18 using ANOVA shows a
significant value of 107.388 for the F distribution with 6 and 316 df. The F-test can be taken as a
measure of overall model significance of the estimated regression, indicates that the p-value is
less than 0.05, which implies that a significant relationship exists between the selected variables
in this model. The following Table 4.18, coefficients table illustrates the influence on
Innovational Capability. At this point using this multiple regression coefficient results, the

proposed hypotheses for this study were tested as follows
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Table 4. 18: ANOVA
ANOVAP
Model Sum of Squares Df Mean Square F Sig.
1 Regression 1603.425 6 320.685| 107.388 .0007
Residual 925.727 316 2.986
Total 2529.152 316

a. Predictors: (Constant), SK, OC, GP, AF, TCH

b. Dependent Variable: IC
Source: Own survey 2023

The output of the analysis is shown in below table. The model summary table reports the
correlation coefficient as R; the R square static is in the second column and is also known as
proportionate reduction in error,

4. Model Summary

The regression model summary results present the R value which is the measure of association
between the dependent and the independent variables, the R Square which is the coefficient of
determination measuring the extent at which the independent variables influence the dependent
variable as well as the Adjusted R Square which measures the reliability of the regression results.
The output of the analysis is shown in below table.

Table4. 19: Model Summary

Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate Durbin-Watson
1 7962 .634 .628 1.72807 .248

a. Predictors: (Constant), SK, OC, GP, AF, TCH

b. Dependent Variable: IC

Source: Own survey 2023

As far as the above table is concerned, the adjusted R square 0.628 indicates 62.8 percent of the
variance in Innovational Capability is attributed to the five independent variables entered into the
regression and the remaining 37.2 percent of the variance in Innovational Capability may be

explained by other factors which are not included in this study.
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4.9 Hypothesis Testing
Hypothesis (H) testing is based on unstandardized coefficients beta and p-value to test whether
the hypotheses are rejected or not. Based on the Table 4.17 multiple linear regression coefficients,

each proposed hypothesis is tested as follows.
H1: Governmental Police has Positive and significant effect on Innovational Capability

The regression result of Governmental Policy with Innovational Capability shows significant
level of influence at 99 percent confidence interval with a Sig. value of 0.000. Based on this

result, the first hypothesis of the study was supported H1.
H2: Technology has positive and significant effect on Innovational Capability

The regression result of Technology with Innovational Capability shows insignificant level of
influence at 99 percent confidence interval with a Sig. value of 00.00. Based on this result, the
second hypothesis of the study was rejected H2.

H3: Access to finance has positive and significant effect on Innovational Capability

The regression result of Access to Finance with Innovational Capability shows significant level of
influence at 99 percent confidence interval with a Sig. value of 00.00. Based on this result, the
third hypothesis was supported H3,

H4: Organizational Culture has Negative and significant effect on Innovational Capability

The regression result of Organizational Culture with Innovational Capability shows insignificant
level of influence at 99 percent confidence interval with a Sig. value of 0.039 Based on this result,
the fourth hypothesis was rejected H4.

H5: Skill Person has positive and significant effect on Innovational Capability

The regression result of Skill Person with Innovational Capability shows significant level of
influence at 99 percent confidence interval with a Sig. value of 00.00. Based on this result, the
fifth hypothesis was supported H5.

Table 4.17: Summary of hypothesis testing

Hypothesis | Statement of hypothesis Sig. value | Result

H1 Governmental Police has Positive and significant effect 0.000 Accepted

on Innovational Capability

H2 Technology has positive and significant effect on | 0.000 Accepted

Innovational Capability
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H3 Access to finance has positive and significant effect on | 00.00 Accepted
Innovational Capability

H4 Organizational Culture has Negative and significant 0.039 Rejected
effect on Innovational Capability

H5 Skill Person has positive and significant effect on | 0.001 Accepted
Innovational Capability

Source: survey output, 2023

4.10 Result and Discussion

The overall objective of this study was to Factor influence Innovational Capability of MSES in
Addis Ababa City Administration Kirkose Sub City.

The determinants of factor influence were Governmental Policy, Technology, Access to finance,
Organizational Culture and Skill Person. The study further revealed that Governmental Policy
was found as a dominant innovational Capable of MSEs of Addis Ababa City Administration
Kirkose Sub City. The effect of independent variable “Governmental Policy’” provides B- value
of 0.309 and sig. value of 0.000. So that it can be concluded that Governmental Policy has a

positive and significant effect on Innovational Capability.

The second significant found in this study which has strong and positive effect on Innovational
Capability is personal Technology. The effect of independent variable “Technology” on
Innovational Capability yields a B-value of 0.206 and Sig. value of 0.000. So that it can be

concluded that Technology has a positive and significant effect on Innovational Capability.

The third significant found in this study which has strong and positive effect on Innovational
Capability is Access to Finance. The effect of independent variable “Access to Finance” on
Innovational Capability yields a B-value of 0.116 and Sig. value of 0.000. So that it can be

concluded that direct marketing has a positive and significant effect on Innovational Capability.

Organizational Culture was found to have insignificant effect on Innovational Capability. The
effect of independent variables “Organizational Culture” on Innovational Capability yields a B-
value of -0.055 and Sig. value of 0.039. So that it can be concluded that Organizational Capability

does not have significant effect on Innovational Capability.

58| Page




Skill Person/Human Capital was found to have insignificant effect on Innovational Capability.
The effect of independent variables “Skill Person/human Capital” on Innovational Capability
yields a B-value of 0.123 and Sig. value of 0.001. So that it can be concluded that public relation

does not have significant effect on Innovational Capability.

CHAPTER FIVE
SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

The study was intended to look at factors influencing innovation performance or capability of
micro and small enterprises. The purpose of this chapter is to windup the study by stating
conclusion and recommendations.

5.1 Summary of finding

The main objective of this study was to investigate the Factor infulance innovational Capability
of Addis Ababa City Administration Kirkose Sub city. In this study Descriptive research design
were used. Regarding research approach, quantitative research approaches are implemented. The
target populations of the study were managerial position employees, marketing employees and

Owners of the company.

Based on the research objective, primary data were employed as a source of information using
English/Amheric version questionnaire. One hundred and fourteen (316) respondents were
approached using non- probability sampling (convenience sampling technique). From the 316

question forms, 316 are completed and returned.

With respect to the reliability and validity of the questionnaire table 4.2 illustrated that all the
questionnaires were reliable and acceptable with Cronbach's Alpha result 0.999 and valid items

are identified from the literature i.e., adopted and modified.

5.2. Conclusions

This research was conducted with the main objective to identify the factors determining the
innovative performance of micro and small-scale enterprises in Addis Ababa City Administration
Kirkos sub city. Since the innovative performance of micro and small enterprises have a crucial
contribution in the economy and it will further reduce the unemployment rate and increase the
number of products or services offered to the society. Taking the data analysis and the findings in

to account the following conclusions could be reached. The study used both quantitative and
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qualitative approaches and research mainly descriptive and explanatory types of research design.
Based on the objectives and findings of the study, the following conclusions were drawn.

Micro enterprises are better introducing technological innovation from that of small enterprises in
in industry sector. Factors constraining innovation is the main reason for MSEs not innovate or
actively engaging in technological innovation.

Enterprises loss confidence on the benefit of innovation and de motivated to engage on
innovation due to absence of support and access to loan so enterprises remain to not play what
expected thus, unfavorable government policy and regulation is obstacle for Micro and small
enterprises at industry sector.

Information is power for MSEs to cope up in this dynamic environment and to overcome
competitive restrain factors. Enterprises unable to learn what is going on outside enterprises
regarding new technologies and its dynamic environment as a result of absence of information
technology, and the shift in demand of potential customers for new technology introduction so;
lack of technological and marketing information is obstacle for innovation in micro and small

enterprises.

Finance is the main root of business. Hence, it’s the main problem of MSEs, they couldn’t assign
funds for making technological innovation and even funds are not available from outside in the
form of loan or support to complete prototype or expand new technology. Micro and small
Enterprises at industry and specific level is unable to have necessary resources and capabilities
which is critical to engage on technological innovation, due to cost to own external competency.
Due to fast changing environment and increase of knowledge dissemination, it’s difficult to
MSEs to maintain competitive advantage through internal capability. Since, enterprises have no
cooperation with universities, institution and research organization they can’t access expertise
from outside related to technological innovation. Therefore, lack of access to finance is barrier of

innovation in micro and small enterprises.

By and large innovation idea is created from people mind and those organizations govern the
collection of peoples, resources and values they have. So, enterprises culture isn’t encouraging
employees to devote time on new ideas and employees are not updated with best practices regarding
innovation thus, Organizational Culture is obstacle for micro and small enterprises to participate in

technological innovation.
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Lack of sufficient support from government in the preparation of convenient place for MSE
operators, market related and source of fund issues, etc. are serious problems for MSEs
innovative performance. Even if there is support it was not free of corruption.MSE businesses
were constrained by lack of skills to handle new technology, lack of capital to acquire new
technology, unable to select proper technology, lack of appropriate machinery and equipment for
their business so it is difficult for them to engage in innovative activities.Finally, the research
clearly illustrates that, even if the degree of those critical factors is not uniform across the sectors,
most of the factors are considerably common for all sectors. It has been noted that the factors that
are prevalent to the innovative performance of businesses such as financial, government policy
and regulation, technology factors, skilled personnel factors had very high effect on the financial

performance of MSEs compared to other factors in the research area.

5.3 Recommendation
On the basis of the major findings of the study, the following recommendations are forwarded
with the view to improve the contributions of innovation in MSEs to the country in general and to

the study area in particular.

5.3.1. Micro and small-scale enterprises

The MSEs operators, managers or employees are better to enhance their production and
marketing skills through proper training and experience sharing with other successful medium
and large-scale enterprises. In addition to this marketing skills, such as setting competitive price
for their products, are creating good interpersonal relationship with customers and the way of
promoting their outputs to the customers in an effective manner.

Access up to date technology information and materials by having web gadget access, reading
technological journals, creating information integration and partnership with technological
institution & vocational schools and with others in line with the shift in demand of customers of
new technology. Engaged on radical innovation by having organized research and design offices

and equipped staff and be able to use new finding of research and design of private organization

for introduction or expansion of their technological innovation hence, enterprises can gain

competitive advantage. Micro and small enterprises in particular should: believe that anybody in
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the enterprises could have a potential to innovate, encourage empowerment & synergies of
resources, share best practices to employees in line with playing of significant role by managers
or owners in spending time to listen employee ideas, and use possible opportunity to promote
enterprises technological innovation. The micro and small enterprises should have adequate
number of trained personnel for technological innovation by in reaching the potential of existing
employees through upgrading their knowledge or hiring new employee. Micro and small
enterprises at industry level be in a position to find partners with government, private research and
design organizations, different association which helps to share experiences and expertise in line with
engagement of technological innovation. Lastly Enterprises have good opportunities to make
improvements. They must pay attention to what they are doing and what customers are telling
them about their products and services. Customers know how they want products and services to
be better. The enterprises’ job is to do research and ask customers their desires. Employees are
also an important source of information. Creative ideas can be conceived by anyone in the
enterprise. But, these suggestions must be taken seriously and some selected for implementation.
To profit from innovation, enterprises make great efforts to build their innovation capability.
Measuring innovation capabilities is complex. Multi-dimensional difficulties are shown in the

innovation process.

5.3.2Government and its policy makers

The government has in a position to give due emphasis to MSEs sectors and their role in
accomplishment of five years growth transformation plan in creating employment and expanding
industry in country by engaging in new technology development or creation.

Therefore, government and its policy makers should Set a clear policy and regulation that can
encourage MSEs at industry & specific technology innovation, formulate independent agency
which control innovation activity accordingly, establish research and design funding (innovation
fund) and enable patent is protected and Make financial regulation to insure finance provision for
innovation activities.

Government should Support or encourage micro and small enterprises to expand innovation by
making access to government loans, modifying tax for encouraging innovators while purchasing
valuable plant, Encourage cooperation between micro and small enterprises and different parties

in the country
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St. Mary University
College of business and economics
Masters of business Administration (MBA) Program

Dear Respondent
First | would like to thank you for your willingness and cooperation to fill this questionnaire

form. This questionnaire is designed to explain the extent of barriers to innovation of micro and
small enterprises in Addis Ababa Administration Kirkos Sub city. This study is conducted in
partial fulfillment of the requirements for the Master’s degree in Business Administration (MBA)
in St Mary University. Its main objective is to identify the factors affecting product and process
innovativeness of micro and small enterprise located in Addis Ababa City Administration Kirkos
Sub city. All pieces of information will be used only for thesis Paper. Your response is vital to the
outcome of the study and you are requested to completely and objectively answer all questions. |
assure you that your response will be kept in secret. Each of your response is very useful for the
studies please go through each question patiently and give your genuine answer.

General instruction

v’ There is no need of write your name
v Inall cases where answer options are available please tick()in the appropriate box
v For questions that demands your opinion, please try to honestly describe as per questions

on the space provided.

Contact address

If you have any query, please do not hesitate to contact me and | am available as per your
convenience

Mob No: 0925356745/991180483
Email:yonatangizaw12@gmail.com
Thank you in advance for your indispensable cooperation to spare invaluable time and energy to

complete these questionnaires
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Part 1. General information and demographic background of MSE’s Managers or owners
1.1. Gender

[1Male []Female

1.2.Age

[]<20 []21-30  []31-40 [ 141-50 [1>51
1.3. Education

[ ] Primary school [ ] Secondary school

[ ] Diploma & degree [ ] Master & above
1.4. What is your position in the enterprise?

[ ] Manager [ 1 Owner [ 1 Employee

1.5. Enterprise established as?

[ ] Sole ownership [ ] Partnership [ 1in cooperative
1.6. Currently in which enterprise scale you are engaged?

[ 1 Micro [ 1 Small

1.7. The sectors you are engaging?

[ ] Manufacturing (Metal and woodwork) [ ] Construction [ ] other

1.8. How long have been you engaged with the enterprise?
[ ] 0-2years []3-5 years []5-7 years [ ] above 7 years

Part 2 . SME’s Manger/ owner opinion /views regarding barriers of innovation
2.1. Did your enterprise introduce technological innovation?
Yes|[] No []

2.2. If your enterprise is innovator, did it introduce?
Product innovations Yes [] No []

Process innovations Yes [IJNo[]
2.3. If your enterprise had no innovation, even if enterprise introduced innovation please
indicate why it has not been necessary or possible to innovate or expand innovation?

v" No need due to prior innovation [TYes [ INo
v" No need due to market condition []Yes [ INo
v Due to Factors constraining innovation [ ]Yes [ INo
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This survey attempts to get your opinions of the barriers to product and process innovation your
enterprises are facing currently. Please show the extent to which you think innovation barriers
affect enterprise innovativeness. What is interested in here is a number that best shows your
views about enterprises innovation barriers by putting this () in the box on the following table
provided.

KEY: 4= Strongly Agree 3= Agree2= Neutral 1= disagree 0=Strongly disagree

Questioner 4 3 2 1

A. Government policy and Regulation

1. Government strategy is appropriate for enterprise technological
innovation

2. Government technological innovation policies is encouraging

3. Enterprise innovation activities helped through government policy and
regulation

4, Regulatory measures ensure financial resources for innovation

5. Enterprise share new technologies experience with the help of
government

6. Enterprise has supported through access for doing & expanding
innovation by government

7. Enterprises accessed and used government loans service for
innovation project activities

8. Tax system is modified with the view to promote enterprise
technological innovation

9. Government not provides equal support for all enterprise related to

innovation.

B. Technology and marketing information

1. Has access & utilize up-to-date technological information (exposure
to innovation journals and articles)

2. Enterprise are accessed and utilized up to date technology materials

3. Adequate information technology transfer institutions are available for
enterprise

4. Enterprise easily access & utilize the internet services while they need
technological innovation information

5. Enterprise has Linkage with technology teaching institutes.

6. Enterprise seek new technology markets to serve and satisfying
existing clients

7. Enterprise participates in conferences, trade fairs and exhibitions to

share technological innovation information

70| Page




C. Access to finance

1. Enough funds are available within your enterprise to carryout
innovation projects

2. Enterprise has access to long term loans from banks to innovation
projects

3. Funds are available from sources outside your enterprise for
innovation

4. Investors (banks, venture capitalists, etc.) are encouraging
innovative firms through financing

5. Collateral requirements of banks & financial institutions are
encouraging innovation

6. Enterprise hire or purchase the necessary skill or equipment which
IS important to innovation

7. Enterprise has no difficulty in finding cooperation partners for
innovation

8. Enterprise has good cooperation with institutions i.e. universities,

non - university, and business development service provider

regarding innovation

D. Organizational culture

1. Enterprise believe as any one of the workers could be creative and
innovative

2. Employees are empowered to come with new ideas in the
enterprise

3. Enterprise is aware of constant change environment & innovation
as key to this situation

4. Enterprise has encouraged synergies of different resources towards
innovation

5. Enterprise managers or owners play significant role in promoting
innovation

6. Supervisors spend a good deal of time listening to employees' ideas
and support for new ideas development

7. Enterprise enables staffs to update with best practice learning
(benchmarking exercise) related to innovation

8. Enterprise see opportunities for innovation where others see
problems

9. Enterprise has done closely with federal government, private and
non-profit research institutes on innovation issues

E. Skilled personnel or Human Capital

1. Enterprise has inadequate number of trained personnel (human
resources capabilities) for successful innovation projects

2. Enterprise has not individuals with creative and innovative ideas

3. Enterprise has enough managerial know-how to effectively and
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efficiently manage innovation processes

Within enterprise qualified, experienced and technically skilled
personnel are available for innovation

Within the market qualified, experienced and technically skilled
personnel are available for innovation

Enterprise can access expertise for innovation from other firm and
scaling up innovation

Innovation capability

Increased range of goods or services

Improved quality of goods or services

Improved flexibility of production or service provision

Increased the speed of supplying and/or delivering goods or
services

Reduced labor costs per unit output.

Increased capability of production or service provision.

Reduced materials or energy per unit output

Reduced environmental impacts

Improved health and safety

Met requirements of existing clients

Allowed the plant to keep up with its competitors

Part 3. Open ended questions for MSE’s managers and/or Owners

3.1. List those factors affecting technological innovation of MSE’s other than discussed above?

3.2. What is suggestion to overcome the problem of barriers to technological innovation your

enterprise is facing?

Thank you again for your cooperation to complete this questionnaire!
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Appendix B
Amharic version Questioner

PNt MCPIe RLACNA T
PNHIN AT ANFMhH hAS
MA+CA A& NVHIN AL TATSEATY

PtNN4 PG+ +A e
2U ®MLd P+HIBM NASN ANN N+ LN A/N+ N+HADLM. PPPT AT AIN+E

RITCTEEHTT PAMe AUATY PRI PATLPTY ATIMGT 10 mGRID PR hYLm-
N$LNT T@CPI® RINZNE TIN+CA Ado NHIN ALTINFLAT PON+HCH 894 NNEA T3 P
AT U 1@

PATHEI® AT NALN ANN $CEN NTITF ASA NPT @-NP P PAPdT AT AINTE
RITHCTERHTT PAME NUATT PAR1L JRRTLHTT ACPD PPF Y- PARAM-T ARPAN AT+
Mt NI ANAL DALY 2UTE TTHND FANAGT DT ARAN ALAT® D PRPF A18.AM- NA
MERT PANYLLMD FANN NARNCT AMLSFAL:PTAMT JPAR mT+T NALPNLLMD HO-
NN+PC MADELRT+E PHMNP CRPRETIR LMk

ANAPT N+AMED AmT @AM NTLAFT o0, TL8 U7 (V) ARt NTILLe aRANPT
2N m!

NAT,LLLTFT FNNC NP L L AAPATTAL::

MmG+7 0 eNL LM 4T THM,
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AL ¢dA: Mob No: 092535675/991180483

Email:yonatangizaw12@gmail.com

N&EAL: AmPAL AT 81440 AOLE PP AT AINHE AV HCTL2H NANLST me g

ANt+8LCT
1.1 P [ 1@y [1 At
12, PH9OUCH B28
[ 1 A18F &8 [1 UA+E B

1.3.

1.4.

15.

1.6.

1.7.

[ ] &7T4T AT 8 [] +Ch AT hHLP NAL

PN ECAP MLIR UALTS?
[1 AN+8EC [1 NARE  [] Netd
PRITCTSOH UIPR ARLBET?

[] P24 [1 °Pnrer [ 1 PUNLYF Ne TUNC
NAL+ NSGF NeHE - PATHCTELRH B4 AL P+NTILTFUT?
[] DT [ 1 AINtE
Ng®y PN¢- HCE +ATIC+D RI5A?
[ 1 N@IRLF (NLFNST AT ATt ) [ ] NN [ ] NAAARAR
ATRT PUA TH NATHCTELH @AM $L+PA?

[] 0-2%0®% [ ] 3-59dp% [ ] 5-7900% [ 1 h7NAL 9%

N&A 2: AUATT NATLILMN FPATLRT PmddT AG AINTE AIHCTERH ANHELC METE NANT

ANt 00T £aPANSA

A

PIRCT dMé £DEPA PAANAD-: A8N TPCF MBI 1At AGREAD P 9, &L+ NL.ME TRAN

LPLN AS PHmMmedd AP T::

PAORGLF MRID APCNT 18F dMé &MLPA PAANAD: A8 N MEID P+AAA PATRLLT MEID

APCNT LT MLI™ ANGC HE ATREAR/ P 9H, &CB+ N4 M TRAN PPLN AT PHMPaD ALY
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2.1. ALY ECEFP dMe- AL?
[] +ATCEA [ ] hAtAT9

2.2. N&.Mé N AL +ATICHD NPT T°F TFH(LME) ANFPEPPA (M ANTH+PA)?

ARN FPCT MLIR ATA9AYT [1 AP [1 ARRAG®

AN PAODLLT MLID APCNTF Lot MLIR ANG-C HE, [1 AP [] ARRAGP

2.3. ECETP NME AL PA+NATIZ NPT £99°9° +ATICE hPI9® ANAP T h+AT o7 P+
dMé N A8 LI® ASFAE T PRLITFUT Bad(r?

NeLaPM- £ Me TPNTLT &M NATIPNL A 1M- [1 AP [] kKRRA9™
PINLE> 13 M M T NAM LN F T 10 [1 AP [] AREAYP
P&Me AUATT NIEMN FPATIPRT I [ ] AP [1 AREA9E

2U MGE PAY LN/ @ NECEFP NP AUATT NATLIEN ToNTLETF TATID NGO AT ANGC HE
&Mé AR PAPFTY AGRANNT ATIDS 10-:ANNP NHHIHSF TPCmPF MAT N9°T AOMT PLCE+P
PLMc NUAT 1N (HBOF LCANT) AYRLT NAC NHAME PANRT EPMT NTLATF ToCem AmT
@NP FLR LUT PPANT (V)NTILLA ARAAPT LAM-T::

ao)Ashy: 4=MJ° ANTITIAD- 3 = ANTITIAD- 2 = JPI9° ARADPAATIR 1= AAATITRI® 0 = NMY°
AANTRQ IR

PART MY HCHCF 4 3 2 1 0

API9NT 7AN DL NF&tE,

PaRINTt N T8 ABCE+ PAME NG +NTR, AT AARE ja-

ECE&+ NAYINF 4Mé 7AN, BNEFF4

PAL &M ®NT NARFNF Ne MNP LLLTAFA

PARTINT PRGF AT FRCIPC &7 PECE+RT PAME NG PoTHA

PaRYANt LINTF AT APETF ALME Né PTTHAN BJ& AT APCNT
ATR.PTTF PARFFA

Y9Nt h8EN PAMe - MFTY AT 97+ TY BCEFP AJR L
AT8.PNTR PAIR L AM-D-MTTY PADF FA
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ECETP &M AT8.PNLE AT AT8.PNG4 NARTINT ANLAT hPCNT
LLLAIAFE

LCEFP PADYNTT NEC ATIASIAT ALME N T TF AT
O M$I® LFAA

YNt ALATR &CEFT £ MY N+HPAN+ +a2MmF AT And Py
£ I8 AT MNLFF PLLIA

B.PEhFAE AT INP ao/B Al

ECETP HARTP PEAFALE ARALLPFY APCNTF AT +MPM,1T
£I5A

SCEFP HARGTP PPy £NFAE 2B h&(CNT 099, 07% AT
P Mege -

AZCEFTP AT AT ECETT N a8 thTAL A91°1CY
Paq, PaD FE +LAYEF Ak

ECETP PENTAE £Me A28 AT TF PAT+CET ATAIAT
+Mmem, ym-

£CE+ ALMé P MPI® NALTINET AT MPFPST N PPy
m/5 hAD-

£CE+ A8N AT INC PP PASAN tNFAE &mMde- NP
+MPMPFT AP+MPI AdMé BNLFF4

ECEFP NHALR NIGLINTASIHNATT AT8.U-9° PIRCTF AG
FNFAE /8 MA+PHLPT AL ATPL ATY9TF LA+4A

C.077THN Andt

P& M N ATINLE Ng PUY 17HA ECETP AU M-

ECETP PLEID IH NEC P PMe Né ALLNPAID NNTINTF P154A

ECE+ haaenNm -6 AdMé N NETE AN NAAT
£CETT PI15A

ECE+ Ne+EET NE AT AT FANT NARARLAN £ Mé Né DN
NLIN ASNM4E PNLF A

ECEFTP ANLAL PUY NEF AdMé- N NPIH@m- 2aneng

NAUNETF PAMé N AL P+NTR4 &CESTTY P17HN L6
N L2 &+NNe-A

£CE+ PAMe Mt AAMANT AL NALTET AL ALNAT
NPAX +eNA A7L175 &M Ne-OT PhPMAA

D, P&CE+P ANC(culture)

ECETP MITMIR P CE+ N&tE PAME NPT AAM Nie
£IPTA
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PECE+ Nt BT A88N PLMe YAN AT8.PLAR BNLFF4A

ECe+t +APPs PINP U1 ATSAD D& +D8SL AT
PdMe N& ANEATL ATEUT £IPTA

ECEFTP P+ALR INGFFT NMPTET AT NAPALF P4 Me-
N7 ATIAAD BNLA

PLCE+H NANT DRI AN+T8EL PLME Ne-T ATIALS 96
[N

PLCE+ NG YASPT PNLTETT PAME YAN AGR8ARMG Ady)H
H An+a N Ty PhTdm-5 i

ECE+ Nt BERY NASEN AT NAAT &CERT PN ATRE
NAM$I° AdMe LNTFDT AT8.PARA PRCIA

ECE+t ARSSN P&Mé UNN ARAT ¢-(+1 N&ET PLCIA Adet
ATL £ndeF A MPAN+T

E. PAAMYT PAD- 1RA AT

ECEFTP ADMFT £Me D¢ Nk PLPT AT PAAMY PN ULA
AAD-

ECETP A8RN PAML YAN A LARIchs PTLTA Nk PP N +8F
ANt

ECEFP PMNLDT PAME NG NNPT AT NDLF ATREMMC
PAFA ANT8L4R PAM- ULA AAD:

NECETP ™-NM ALMé Né PAAMF: AFRL PhN+ AT pam-p
NPt PATD N&+PF AAD-

NNP @A AdMdé Né PAAMF: A9 L PhN+ AT PA™-P NPt
PAF@® N&tHETFT AAGD-

L8+ P+PTE Mat AT IOLIRC NEA AT ALMe HOE. PU
Nt F vt

FPdMmeé U

P+HAPLE APMTT MLI® A1ANAFTT ARTT LRI

P+HAAA 0P PTF MEI® AT1ANATT et LERTPL4

PaQID/F MLIP PATAIATT APCNT THARA

APMTT MLI® ATAITTT APCNT NEMTT LEIOLA

PA@D 524 Deh, LT

PARIR/F MLIP PATAIATT APCNT dREH AR

ARTE NG PTRLLALAT ®ARNT MLTR 324 RPTAA

PECE+T TOCH T LERIOZA

P O N O O | W| N|

PANNN, NAT +&0F LPTM4

P+AAA PMS AT BUTTF PITR4A
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[

PINC 2INPT &AYT PARAQ

=

4$Neh@ n+ehnd 6 NPT IC ALNAD AT8.PMA £L8PA

Ndof\ 3 :NLLL PAUMEP APRINTE AT ®NNAPE ECEFF NANLST MLI® AN+SLCTF P+HIE
amed:
3.1. NALL NFMPAT @6 PAINTE AT ANNPE &CE+FY P9oCH AT PNE YRF & Me-T

+005 PLLECT TPNTILTTT MbN?

3.5. P2 CEFTPTY PICT AT Ne- 12F M NN AT hd-6p (NeMMC O-6) +60FPT
AdDebgn o 5-FP guy aq /9 hANT NAG- PANA?

ALLFAT FNNC ATRAITAL
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APPENDIX C

Regressions Tables

Multiple Regression

Variables Entered/Removed

Variables Variables
Model Entered Removed Method
1 SK, OC, GP, AF,
.|Enter
TCH?
a. All requested variables entered.
b. Dependent Variable: IC
Model Summary

Adjusted R Std. Error of the
Model R R Square Square Estimate
1 7962 .634 .628 1.72807

a. Predictors: (Constant), SK, OC, GP, AF, TCH

b. Dependent Variable: IC
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ANOVAP

Model Sum of Squares df Mean Square F Sig.
1 Regression 1603.425 5 320.685 107.388 .0007

Residual 925.727 310 2.986

Total 2529.152 315
a. Predictors: (Constant), SK, OC, GP, AF, TCH
b. Dependent Variable: IC
Model Unstandardized Coefficients | Standardized T Sig

Coefficients
B Std. Error Beta

(Constant) 10.107 951 10.631 .000
GP -.099 .031 -.150 -3.197 .002
TE -.072 .059 -078 -1.231 219
Fi 513 .070 .388 7.316 .000
Or -.019 .036 -.022 -.528 .598
Skilled .661 .088 544 7.482 .000
Personnel

a. Dependent Variable: IC

Appendix D
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Gov. Skilled
policy personnel
and Organizational
Innovation | regulation | Technology | Finance culture
Innovation Pearson | 1
Sig.
Gov. policy | Pearson | .809** 1
and Sig. 000
regulation
Technology | Pearson | .799** J10** 1
Sig. .000 .000
Finance Pearson | .407** .286** .388** 1
Sig. .000 000 000
Organization | Pearson | -.114* -.101 -.025 .040 1
culture Sig. .046 077 655 481
Skilled Pearson | .752** .696** 828** | . 213** -.063 1
personnel | Sig. .000 .000 .000 .000 271
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