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Abstract: This study evaluates factors influencing the growth of micro and small enterprises' profitability in Ethiopia, evidence 

from the Amhara region. Amhara Region Micro and Small Enterprises (MSEs) do not display the required level of growth, and 

some of the enterprises are terminated to be market in their infant era. Therefore. The study used both descriptive and explanatory 

studies. For this study, all the data has collected through primary data using questionnaires. In the Amhara Region, the researcher 

used stratified random sampling techniques to pick 138 MSES. Correlation and regressions to assess the relationship between 

variables used in the study. Coefficient of Correlation is shown to be an important relationship between MSEs (business 

profitability and growth). Variables such as start-up funding, entrepreneurship, government support, infrastructure access, 

marketing capacity, business profit, and MSE growth for MSE's. The relationship between variables is determined by the 

Correlation and regression used in the study. The correlation coefficient is an essential MSE (business profitability and MSE's 

growth) relationship. Variables such as start-up capital, entrepreneurship, government support, infrastructure access, and 

marketing skill have a positive effect on business profit and growth of MSE's. The research recommends that when assigning the 

workplace to the MSEs, the office should be better built by near MSE owners and link the MSEs with other private sectors 

operating in the Amhara region, promoting the establishment and intensity of business development services. Also, to reduce the 

influence of influences on the growth of MSEs, policymakers and service provider organizations need to recognize and revise the 

nature and quality of support and linkages. 
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1. Introduction 

1.1. Background of the Study 

The term Micro Economics derived from the Greek word Mikros, meaning little. The Greek name Makros, which means big, 

is derived from Macro Economics. Microeconomics is the only study of individual decision-making units' economic behavior, 

such as individual customers, resource owners, business companies, and respective markets' functioning in a free enterprise 

economy (Singh, 2011). In Africa, what factors hinder the performance of MSEs is a crucial problem for policymakers around 

micro and small enterprises (MSE)? Evidence from developing countries points out that in most African countries, while 

entrepreneurs are typically not in short supply, only a tiny fraction of new companies have graduated from birth to become small 

businesses (Mead & Liedholm, 1998). The health of the micro and small business sectors is critical for an economy's overall 

economic growth and future strength. In developed and developing countries, the sector of micro and small enterprises (MSEs) 

generates significant job opportunities and economic production (Priyanath, 2017; MoFED, 2010; Alasadi, 2007). Micro and small 

companies in developed countries have essential roles in maintaining economic development and reducing poverty (Degefu, 

2018a). Micro- and small-scale businesses serve as suppliers of products and services, promote technology transfer, create jobs, 

and create wealth. Some factors affect growth primarily as facilitators, while others serve primarily as growth deterrents (Gray, 

1989). For many countries, MSE is currently considered to be the foundation of its growth and growth. For several years, the 

sector's importance for economic development has been at the core of policy (Wodajo et al., 2020). Supporting MSEs Can be 

interpreted as "redistribution growth," which means that equal income distribution with higher growth could co-occur. The support 

of MSEs was also advocated because they act as an entrepreneurial "seedbed" for entrepreneurs who graduate to operate or serve 

as vehicles for larger industries. Many African countries recognize the importance of the MSE sector for economic growth and 

diversification, as reported in (Yoshino, 2011)but their domestic MSE sector is still small and weak. This sector is the driving 

force behind economic growth, stimulating entrepreneurship and innovation, and fostering competitiveness and productivity. By 

2025, the private sector is expected to play a vital role in Ethiopia's journey towards becoming a middle-income economy. 

However, this prediction will not be accomplished without realizing the crucial role-played by MSE in rising rural-urban linkages, 

increasing exports or reducing imports of goods and services, thereby reducing trade deficits, the foundation of large-scale 

industries, the solution to unemployment (reduction of wasted labor) and reducing the country's poverty and income inequality. At 

the same time, the factors influencing the performance of micro and small enterprises are understood to a considerable degree. 
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This information remains imperfect, and a significant number of questions remain unanswered concerning those enterprises in 

developed countries (Alasadi, 2007).Companies with more seasoned, educated and qualified entrepreneurs  growing faster than 

those with smaller human capital stocks of entrepreneurs (Wodajo et al., 2020). 

Recent empirical studies focused on evaluating determinants that encourage or impede the growth of MSE, classifying them 

as internal and external factors. Also, studies test growth effects by conceptualizing that change can be calculated in terms of 

revenue, increased jobs, and firm profitability. 

1.2. Statement of the Problem 

The overwhelming majority of small and micro-sized businesses have contributed to jobs and economic growth in European 

countries, Japan, and the United States. Similarly, a high number of MSEs have been reported in the economy in several Sub-

Saharan African countries. The skills needed to recognize prospects, decision-making, risk tolerance for self-employment-are, not 

all. Job services are an alternative for those lacking these functions. This niche suits food-for-work and public works services, 

keeping people working, retaining a level of skills, and providing a basic living. (Morduch & Graduate, 2002) (Lidgerwood, 

2013)and In Ethiopia, micro-small and enterprises (MSEs) have an enormous potential for the majority of the urban labor force to 

generate jobs (the Federal Democratic Republic of Ethiopia, 2016). The revised government policy aims to create an enabling 

atmosphere for MSEs by installing a national strategy framework and regional and local level integrative initiative. Several studies 

have identified factors that influence small and micro enterprises' growth in other regions of Ethiopia, such as (Asfaw, 2016, 

Degefu, 2018b) Addis Ababa, Hawassa, Mekele, and Bahir Dar. The study carried out (Abera, 2012) used multiple regression 

analysis. The findings showed that external factors are government encouragement, infrastructure variables, technical access, and 

internal factors such as initial resources, skills, and management. His research focused solely on manufacturing sectors, 

particularly textiles and apparel, food processing, wood, and metalwork, and recommended further study of factors affecting micro 

and small enterprises, including other sectors such as construction, urban agriculture, and trade. Significant numbers of micro and 

small enterprises have not shown the necessary level of growth in the Amhara region so far. Some enterprises have ceased to be on 

the market in their infancy. 

According to data offices from the Micro and Small Enterprises Office in the Area. (Wodajo et al., 2020) The research 

revealed a substantial correlation between the profitability compared to the previous year and market rivalry. (Sitharam & Hoque, 

201; Amiro, 2019)The factors that hamper micro and small businesses in Ethiopia, specifically the Amhara region, are established. 

The study showed that marketing variables are considered one of the most severe issues facing MSE's. Continuing challenges in 

raising funds from financial and government sources. Usually, financial institutions' interest charges on loans borrowed by small 

and medium-sized enterprises are large. It is compounded by a lack of financial transparency for small and medium-sized 

enterprises. The most critical problem facing SME profitability is the scarcity of human resources (Philip, 2010) 

The study carried out by (Moti 2003) on the challenges and opportunities of micro and small-scale enterprises using 

descriptive Research, Debre Birhan City, showed factors such as environmental, financial, human resources, and management 

market-related factors restrict the growth of MSE's. His research question centered on internal and external factors that hinder 

MSE development; however, the factors that do not indicate the study did not show the MSE growth calculation. A theoretical 

framework for understanding companies' incorporation into a viable business structure is provided by global value chain analysis 

(Meethal Reji, 2013). Therefore, this research was on factors affecting micro and small enterprises in all sectors, such as 

construction, manufacturing, urban agriculture, trade, and service. Therefore, the following fundamental questions (Meethal Reji, 

2013) were intended to be answered. 

1) What are the key factors facing micro and small-enterprise in their business profit growth in the Amhara region? 

2) What are the potential methods that have used to address the problem? 

3) Is the growth of small and micro enterprises satisfactory or not?  

1.3. Hypothesis 

H1: Entrepreneur is positively associated with micro and small enterprise profit 

H2: Marketing skill is positively associated with micro and small enterprise profit 

H3: Access to Infrastructure is positively associated with micro and small enterprise profit 

H4: Government support is positively associated with micro and small enterprise profit 

H5: Initial capital is positively associated with micro and small enterprise profit 

1.4. The objective of the study 

This research's main objective was to examine factors that affect micro and small enterprises in the Amhara region. 
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1.4.1. Specific Objectives 

1) To define significant factors  facing  business profit and growth in the micro and small enterprise in the Amhara region  

2)  To explore whether there is a correlation between the growth of small and micro enterprises and the significant factors 

facing them  

3) To provide predictive models for potential profit growth for micro and small enterprises.  

4) To investigate whether or not the growth of MSEs is satisfactory in the Amhara region? 

1.5. Significance of the Study 

Findings from this Research can assist academics in further research in the field by providing a deeper understanding of the 

critical factors influencing MSE's Business profit and Growth. The regional government also uses the result to overcome crucial 

factors that impact the business profit and growth of MSE's. Again, this study can assist policymakers and financial institutions in 

considering areas where strategies should target to promote the business profit and growth of MSE's effectively. 

2. Literature Review 

2.1. The Micro and Small Enterprises (MSEs) concept) 

Everywhere, the definition of micro and small enterprises varies from country to country and depends on the time of financial 

improvement and general social conditions. The purpose uses free or mixed -time employees, all resources, net resources and 

paying capital, and annual turnover. The European Commission is based on the number of members and one of the two budgetary 

steps: total turnover or the complete asset report. Given this concept, micro-enterprises have several members under 50 and 

Egbugu, (2011), a small enterprise, has 10 employees. Besides, the definition of micro and small business enterprises varies from 

country to country in Africa. For example, two models, such as the number of members and the company's annual turnover, used 

by Kenya's sense of micro and small business.  

We were informed by the experience of economic development worldwide that industrialization is a crucial growth engine 

(Yoshino, 2011). (the Federal Democratic Republic of Ethiopia, 2016). The improved definition of MSE businesses by the 

Ethiopian Federal Micro and Small Enterprises Agency (2011) Defines micro, and small enterprise categorizes that workers with 

five individuals including the owner as well as their absolute resource do not exceed Birr 100,000 under industry, and the full 

resource estimate does not exceed Birr 50,000 for the administration segment. Therefore, the importance of Ethiopia's updated 

MSE system has been provided to small and micro enterprises used for this analysis in 2011. Micro and small businesses are 

defined as enterprise employees with 5 individuals, including the owner and their complete resource that does not exceed Birr 

(100,000). For example, assembly, manufacture, mining, and quality resources do not exceed Birr (50,000). ). For example, under 

the assist division, retailers, transport, lodging, and tourism. 

Similarly, the sense of small business, as the industry operates with 6-30 individuals and even with a settled full resource 

capital Birr (100,000) and not exceeding 1.5 million Birr. With Birr 50,000 and Birr 500 000 not exceeding the assistance section 

under industry region and complete resource, or settled capital. According to  (Degefu 2018a) explanation Microfinance 

institutions are among the institutions that provide microfinance. Different financial services for the poor, particularly in 

developing countries, outside the traditional banking system (Lemma, 2014). There is currently a broad awareness of micro and 

small enterprises (MSEs) to financial growth in many countries. The dedication of the MSE’s division to add up to industry, 

enterprise and development cannot belittle thought of in a crosscutting part of both produced and developing economies. In many 

developing countries, the potential focal points of a particular MSE's region have created high demands on the commitments of 

this portion to job development and reduction of need. Add to this the belief that the complete progress of the MSE's Section 

would foster economic intensity and achieve a more even-handed transmission of the benefits of financial growth in creating 

economies. Many administrations have been convinced by such considerations to develop public policies to promote the 

development of this segment in the administration, appropriation, and assembly of relevant monetary exercises (Fjose, Grunfeld, 

and Green, 2010). In Sub-Saharan sub-African countries, micro and small businesses play a critical role in the modern turn of 

events and reconstruction, satisfying administrations' increasing close interest, taking into account-expanded specialization, and 

supporting information sources and administrations for larger companies. Although the majority of organizations in developing 

countries are micro and small enterprises (MSEs) and despite the considerable amount expounded on the centrality of MSEs to the 

creation of an economy, there is little written evidence of MSEs' commitment to financial development. The Ethiopian 

Development Research Institute considers that the MSEs Division's story is generally obscure in its commitment to household-

level growth, business, fare, and all assembly yield (Asfaw, 2016, WorldBank, 2019). Based on the audit of the writing on the 

review land, it is shown that there is a data hole about the MSE's Sector contribution to the nation's economy everywhere. 
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2.2. MSE'S Policy and Strategy in Ethiopia 

To create a conducting environment to advance MSE, financial approaches, procedures, and legal and administrative structures 

are necessary. (Ageba & Amha, 2006)Has argued the purposeful effort to advance MSE in a moderately ongoing wonder in 

Ethiopia. The environment was not favorable to the private sector during the Derg regime because of its ideology, structures, and 

guidelines. Largely, the valid prerequisites for obtaining permission were regulatory during the Derg system, and the investment of 

MSE's administrators diminished in consequence. The strong unfamiliar trade regulation and heavy import and lease hunt for the 

business network (Venkataraman & Gofie, 2015). The 2002 National MSE's approach makes sense of the numerous policies, 

fundamental and foundation-related issues that have pushed the MSE region's part into public economy and engagement.  

Therefore, it focuses on creating legitimate, institutional, and other strong conditions to improve MSEs that empower them. 

(Habtewold, 2019)concludes that credit (loan) access is given, training skills are provided (skills development), and soon. Besides, 

policymakers and service provider organizations need to recognize and revise the reach, strength, and quality of support and its 

linkages to reduce the impact of factors on the growth of MSE's. 

2.3Empirical Research on Factors Influencing MSE Development 

According to Habtewold (2019), the explanation focuses on creating legitimate, institutional, and other health conditions for the 

improvement of MSEs has a vital role in the growth of SMEs. On the other hand, he concludes that credit (loan) access, given 

training skills are also essential for enterprise development. Besides, policymakers and service provider organizations need to 

recognize and revise the reach, strength, and quality of support and its linkages to reduce the impact factors on the growth of SMEs.  

The study concluded that ecological requirements such as high expenses, limited admission to the display case, versatile exorbitant 

and flight capacity, and lack of gifted and capable H.R. prevented MSE's production (Kinyua, 2014). Using an example of 262 

MSEs, the components affecting the presentation of MSEs in the Jua Kali part of Nakuru town of Kenya were analyzed using 

illustrative and logical exam configuration. The analysis clarified the variables. In Ethiopia (Abera, 2012), the elements 

influencing the production of MSEs in Addis Ababa were investigated using data collected in 2011 from the test family unit 

sample. To understand the elements affecting MSEs, he applied both separate knowledge analysis and different relapse model. His 

findings showed that the production of MSEs is impeded by account factors, advertisement factors, system factors, mechanical 

elements, job premise factors, executive factors and business components. 

2.3. Conceptual Framework 

The conceptual framework indicates relationships between independent and dependent variables. Since some variables 

influence business profit, businesses need to analyze what affects interactions to achieve expected profit. The variables can include 

government-support, entrepreneurs' skill, the business's profitability, initial capital (credit access), access infrastructure marketing 

skills, experience sharing, age of the manager, educational level of the manager, and marital status. In line with the study 

objectives, the profitability of MSE's growth, calculated in terms of business benefit, was a dependent variable, whereas the factors 

affecting MSE growth used as independent variables measured. 

3. Methodology 

3.1. The research design 

Research design is the roadmap for achieving research goals and addressing research questions (Admas, n.d.)In other words, it 

is a master plan that defines the strategies and procedures for the information needed to be gathered and analyzed. Therefore, this 

paper's research design is descriptive, and the research strategy is based on a quantitative research methodology. 

3.2. Study Area 

This research has conducted in Ethiopia in particular reference Amhara regional state. Amhara regional state has a 15-

administration zone, including Metropolitan cities Bahir Dar, Gonder, and Dessie. This research mainly focused on Factors that 

affect the profit growth of micro and small enterprises in the Amhara region.  

3.3. Source of Data 

The study centered on five micro and small businesses in the Amhara Region, concentrating on owners/managers. The primary 

data collected by the target population for this study, manufacturing, construction, urban agriculture, trade, and service enterprise 

owners. 

3.4. Sampling Design and Technique 

The inspection technique is an unusual basic test to pick agents from the target population. In this case, units are numbered 

from 1 to N in the population. Lottery strategy techniques. At any draw, but not efficiently drawn, the cycle used must give an 

equal probability of determination at any number in the population. 
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3.5. Method of Data Collection 

The system for the collection of data was to evaluate the corresponding variables. The goal of the review, data on the existence 

and cost of operational opportunity. For data collection, there are different methods. Regulated and direct considerations are 

among them that are necessary for this study. Because of the sources of the information, essential and optional information is 

referred to as information. This analysis is led by critical information wellspring, data from respondents collected through some 

relevant surveys. 

3.6. Sample Size Determination 

For the consistency of the analysis, determining the example size is a significant problem. Separate inspections were used with 

scope identification to assess the population size of the organization for this research. The main advance on the general measurable 

cycles is to decide the example scale. Proper example size strategies to improve high consistency, accuracy, and certainty with the 

least cost. An assurance equation is an example, with far better edge blunders, i.e., 0.05. Godden (2004); accordingly, (Aczel, 

Amir, Sounderpandin and Jayavel 2006).  

3.7. Variables Included in the study 

In this analysis, the reaction variable is business profitability, which the capital of the MSEs has now, and the logical factors 

remembered for this review are access to infrastructure, initial capital, business profit, marketing skills, entrepreneurial and 

government support 

3.7. Method of Statistical Data Analysis 

3.7.1. Descriptive Statistics 

Descriptive statistics consist of the complete compilation, arrangement, description, and presentation of data from individual 

graphs or tables in some context. Because the research variable is qualitative, the bar graph is suitable for the study. 

3.7.2. Inferential Statistics 

By conducting model testing, determining the relationship between measured variables, and forecasting inferential knowledge 

methods, chi-square, various straight regression, and theory testing, several techniques are used to summarize from test to 

population. 

Different Linear Regression Analysis:  

An immediate rise in simple linear regression is a separate linear regression. A statistical approach uses a few insightful 

variables to predict a response variable (initial capital). The objective of multiple linear regression (MLR) is to demonstrate the 

relation between explanation and response factors. Regression Models a numerical condition predicts ward variable estimates 

based on at least two free factors known estimates. The concept of the problem under analysis and the type of variables based on a 

particular type of regression model. Consider the regression problem when the study variable is based on more than one logical or 

autonomous variable called separate straight regression models. In two different ways, this model sums up the simple direct 

regression. While it does not consider subjective shapes, it allows the mean ability to depend on more than one insightful variable 

and provide figures other than straight lines. 

The linear model: let y signifies the ward (or study) variable that is directly defined by the boundaries β1, β2, βk with k free (or 

informative) factors X1, X2, Xk and Y= β0 + β1X1 + β2X2 + ... + βkXk + ε. This is what the various linear regression models, β1, 

β2... βk boundaries are the regression coefficients associated with X1, X2... Xk individually, and ε is the abnormal error section 

that represents the contrast between the direct relationship observed and equipped. Different reasons exist behind such a distinction, 

such as the mutual effect of those variables, removed from the model, subjective elements that cannot be accounted for in the 

model, etc. Note that the coefficient of recurrence j 
the

 βj refers to the expected change in y per unit change in the free factor j
th

 X j. 

Expect (ε) = 0, 0, Assumptions. For a precise calculation of the independent variable, the Y variable estimates typically transmitted. 

(Known as the assumption of normality)  

[1] [1] The dependent variable and the independent variables have a linear relationship. (This is the assumption of linearity). 

The independent variables did not correspond. (This is the non-collinearity of multiples.) 

[2] The ratings for the Y variables are dependent. (This is the presumption of independence). 

Parameter Estimation of the Model: 

A model parameter calculated using the least square method of estimation. This is given as β-= (x-x)-1x-y. The least-square 

estimation model is used in the multiple linear regression model to measure the regression coefficient. An answer variable and 

more than one explanatory variable are available. Variables of (xi) assume that the model has uncorrelated random variables with 
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E (ε) = 0, var (ε) = σ and ⁇  (ε). Where, Y= nx1 observation vector X= invertible matrix of nxp B= px1 of regression coefficients 

vector that was estimated from the data. 

The Model  

Y = beta 0 + β1X1 + β2X2 + ... + βkXk + ε Where: The model can also be represented in the form of the matrix Y= X-+ε. For 

the multiple linear regression model, the least square estimator (LSE) of β Yi= X+ β = (x x) x y assuming (x x) x is invertible or 

nonsingular matrixβ = reduce SSE or sum error square. 

4. Results and Discussion 

The primary aim of this research is to assist identify the factor that defines the business profitability growth of MSEs, the 

respondents, and their activities of micro and small enterprises in the Amhara Region by gathering data on the factor. The sample 

size, the study based on specifics, and the data collected from 138 respondents in the Amhara region were 138 for this research. 

This technique was also used to illustrate the characteristics of the sample and the key study variables shown in the form of 

frequency description, percentage, cross-formulation, and diagrammatic representation such as bar chart, out of 138 participants. 

4.1. Descriptive Analysis about Study Variables 

In general, this approach is applied to representing the characteristics of the example and the significant examination factors 

shown as recurrence representation, rate, cross-arrangement, and diagrammatic representation, such as bar outline, for example. 

The result of the knowledge investigation provided in Table 1 showed that 22 (15.8 percent) unskilled out of 138 respondents, 62 

(44.9%) high school, 37 (26.8%) degree, 10 (7.2%) degree, and 7 (5.1%) master and above. That means that most are optional at 

the level of secondary school. Regarding the age of employees, most company managers are between the ages of 26-35. That 

means 68 (49.3%) young people identified in this timeframe out of 138 respondents. A model parameter calculated using the least 

square method of estimation. This is given as β-= (x-x)-1x-y. The least-square estimation model is used in the multiple linear 

regression model to measure the regression coefficient. There are an answer component and more than the estimation used in many 

linear regression models to estimate the regression coefficient. The answer of variable and more than one explanatory variable are 

available. Variables of (xi) assume that the model has uncorrelated random variables with E (ε) = 0, var (ε) = σ and ⁇  (ε). Where, 

Y = nx1 observation vector X = invertible matrix Exp. B= px1 regression coefficients vector, which was calculated from the 

results. Pattern Y = β0 + β1X1 + β2X2 + ... + βkXk + ε Where: The model can also be represented as Y= X-+ε in the matrix form. 

For the multiple linear regression model, the Least square estimator (LSE) of β Yi= X-+-β-= (x-x)-x-y assuming (x-x)-x-x is 

invertible or nonsingular matrixβ-= minimizing SSE or amount square of error, 

The implications of descriptive Statistics result: 

According to marital status, the respondents 46(33.3%) married, 18(13%) widowed, 47 (34.1%) single, and 26 (18.8%) 

divorced were respectively. From the respondents, about initial capital   from 3(2.2% ) 5000-15000 from the respondents 48  

(34.8%) 15001-30000  from respondents 5(3.6% ) respondents 30001-45000  respondents  64( 47.1%) 45001-50000 More than 

50001 respondents 18( 13%) respondents respectively. This implies that means the initial capital of the enterprise 64 (46%) is 

between 45001 and 50000, including them. Concerning the profit of the business growth of MSE's, most of the capital is between 

the intervals. High, that means 65 entrepreneurs, 47.1%. Besides, the profitability of the business is high, and 6 (4%). That means 

profitability is very low 2 (1.4%), low 30 (21.7%), and medium 35 (25.4%). It indicates the profitability of the business growth of 

MSE has under limitation. 

Interns of Government support the research that implies government support is less. That means says Very low 2 (4%)  Low, 

45(32.6%) medium 31 (22.5%) high 46(33.3%) and very high 10(7.2%). The marketing skill of an entrepreneur is smaller among 

those with do not know. That means very low 2 (4%)) low 40(29.0 very low 2 (4%) medium 7(5.1 very low 2 (4%)) high 63(45.7 

Very low 2 (4%)) very high 26(18.8%) Very low 2 (4%). This implies that the marketing skill of the entrepreneur was under 

problem. It shows that the profitability of MSE's business development has reduced. That means that very low1 (7%) low, 

42(30.4%) medium, 7(5.1%) high 65(47.1%), very high 23(16.7%). This means that the entrepreneur's selling capacity was under 

doubt. 

Table 1: Summary of Descriptive Statistics Analysis 

Variables Category  of variables Frequency Percentage 

Profitability of business Very low 

Low 

Medium 

High 

Very high 

2 

30 

35 

65 

6 

1.4 

21.7 

25.4 

47.1 

4. 
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Initial capital 5000-15000 

15001-30000 

30001-45000 

45001-50000 

More than 50001 

3 

48 

5 

64 

18 

2.2 

34.8 

3.6 

46.4 

13 

Entrepreneur skill Very low 

Low 

Medium 

High 

Very high 

1 

42 

7 

65 

23 

7 

30.4 

5.1 

47.1 

16.7 

Marketing skill Very low 

Low 

Medium 

High 

Very high 

2 

40 

7 

63 

26 

.4 

29.0 

5.1 

45.7 

18.8 

Experience sharing Very low 

Low 

Medium 

High 

Very high 

3 

48 

5 

64 

18 

2.2 

34.8 

3.6 

46.4 

13.0 

Access to 

infrastructure 

Very low 

Low 

Medium 

High 

Very high 

2 

52 

4 

66 

14 

1.4 

37.7 

2.9 

47.8 

10.1 

Government support Very low 

Low 

Medium 

High 

Very high 

6 

45 

31 

46 

10 

4.3 

32.6 

22.5 

33.3 

7.2 

Age of the managers 50and above 

46-49 

36-45 

26-35 

15-25 

3 

9 

6 

68 

52 

2.2 

6.5 

4.3 

49.3 

37.7 

Education level of the 

respondent 

Illiterate 

Secondary school 

Diploma 

Degree 

Master and above 

22 

62 

37 

10 

7 

15.9 

44.9 

26.8 

7.2 

5.1 

Marital status of the 

respondent 

Married 

Widowed 

Single 

Divorced 

 

46 

18 

47 

26 

1 

33.3 

13.0 

34.1 

18.8 

7 

 

 

 

4.2. Correlation of variables analysis: 
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Table 2: Correlation Matrix Analysis 

Variables Profitabilit

y of 

business 

Entrepre

neur 

skill 

Marketi

ng skill 

Experienc

e sharing 

Access to 

infrastructur

e 

Governmen

t support 

Initial 

capital 

Profitability 

of business 

Pearson 

Correlation 

1       

Sig. (2-

tailed) 

       

Entrepreneur 

skill 

Pearson 

Correlation 

.590
**

 1      

Sig. (2-

tailed) 

.000       

Marketing 

skill 

Pearson 

Correlation 

.568
**

 .605
**

 1     

Sig. (2-

tailed) 

.000 .000      

Experience 

sharing 

Pearson 

Correlation 

.786
**

 .727
**

 .826
**

 1    

Sig. (2-

tailed) 

.000 .000 .000     

Access to 

infrastructure 

Pearson 

Correlation 

.510
**

 .693
**

 .311
**

 .405
**

 1   

Sig. (2-

tailed) 

.000 .000 .000 .000    

Government 

support 

Pearson 

Correlation 

.379
**

 .281
**

 .285
**

 .311
**

 .169
*
 1  

Sig. (2-

tailed) 

.000 .001 .001 .000 .047   

Initial capital Pearson 

Correlation 

.786
**

 .727
**

 .826
**

 1.000
**

 .405
**

 .311
**

 1 

Sig. (2-

tailed) 

.000 .000 .000 .000 .000 .000  

** Correlation is significant at the level of 001 (2-tailed).  

* Correlation is significant at level 005 (2-tailed). 

From the above table 2, we can conclude that there is a strong relationship between business profits of MSEs with entrepreneur 

skill, marketing skill, and access to infrastructure, government support, and experience sharing and initial capitals. 

As the p-values of all variables indicate that there very strong relationship and level of significance among them. That means 

the association of response and outcome variables have a strong connection that leads them to be influenced by each other because 

the p-values of all variables are less than 0.05 significant level of p-values.  

4.3. Inferential Analyses 

Based on data obtained from a limited number of population observations, inferential statistics are statistical methods that deal 

with the inference or drawing of population conclusions. Estimation and hypothesis testing consist of inferential statistics.  

Big chi-square and small P-value values for the result summarized in Table 2 showed that the association between the 

explanatory variable, such as entrepreneur, marketing ability, is statically important. In the study field of micro and small 

enterprises, government funding, and initial capital for business profit and growth. The high value of chi-square and small p-value 

showed from the findings summarized in Table 2 that there is a statistically significant correlation between the explanatory 

variable, such as business profitability and government support, marketing capabilities and profitability, and initial capital with the 

variable of business gain. 

 

Table 3. Chi-Squared Test Result among the Study Variable 
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variables 

Test of Hypotheses results 

Pearson Chi-Square Value Chi-Square df Sig. 

(Constant)  Model Fitting Criteria .000 0 .000 

entrepreneur  Pearson Chi-Square                    196.195
b
 56.150 16 .003 

Marketing skill Pearson Chi-Square 196.195
b
 70.545 16 .004 

experience sharing Pearson Chi-Square 125.650
a
 .000 0 .000 

Government support Pearson Chi-Square 157.307
b
 31.657 16 .002 

initial capital Pearson Chi-Square 125.650
a
 .000 0 .000 

Access to infrastructure Pearson Chi-Square 122.802
b
 000. 16 .000 

4.3. Multiple regression 

A direct extension of simple linear regression is a mathematical approach to multiple linear regression that uses multiple 

explanatory variables to predict the effect of a response variable. Multiple linear regressions (MLR) aimed at modeling the 

relationship between the explanatory and answer variables. 

 

Figure 1: Bar Chart the Profitability of the Entrepreneur Response  

The level of fitness of the model: 

Table 3:  Model Summary 
b
 

Mode

l 

R R 

Square 

Adjusted 

R Square 

Std. The 

error of the 

Estimate 

Change Statistics Durbin-

Watson R Square 

Change 

F 

Change 

df1 df2 Sig. F 

Change 

1 .848
a
 .719 .709 .491 .719 67.717 5 132 .000 1.843 

a. Predictors: (Constant), initial capital, Government support, Access of infrastructure, Marketing skill, 

Entrepreneur 

b. Dependent Variable: profitability of the business 

As above table 3 shows that, the R-square and the balanced R-square were sufficient. Since R-square= 0.848 and R-square= 0.719 

balanced, this concludes that R-square is 71.9 percent and R-square is 70.9 percent balanced adjusted. 49.1 percent (which is more 

remarkable than 71.9 percent) of the spectrum in the appropriation of the benefit growth of MSEs explained by initial money, 

government funding, from this calculation of balanced R-square. Infrastructure access, entrepreneurial capacity, marketing ability. 

However, from this research, we can see other factors that are not covered by this report, 0.281 (28.1 percent) factors that affect 

the profitability of business development. 

Regression coefficients analysis: 
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Table 4. Regression Coefficient Analysis  

Model Unstandardized Coefficients Standardized Coefficients 

B Std. Error Beta t sig 

1 (Constant) .804 .181  4.451 .000 

Entrepreneur 217 .071 266 3.049 .003 

Marketing skill .193 .066 .242 2.951 .004 

Access of infrastructure .277 .053 .341 5.206 .000 

Government support .134 .042 .156 3.201 .002 

initial capital .788 .076 .994 10.385 .000 

 

The excluded variables analysis: 

Table 5: Excluded Variables
 a
 

Model Beta 

In 

t Sig. Partial 

Correlation 

Collinearity Statistics 

Tolerance VIF Minimum Tolerance 

1 experience sharing .
b
 . .000 . .000 . .000 

 

The variables such as initial capital, government support, access to infrastructure and entrepreneur skill, marketing skills are 

Substantial. This implies that the worth them is less than the value of alpha. These indicate that they have a statistically significant 

effect on the business profit of MSE's. The statistical model used in this study is the multiple linear regressions model. 

The mathematical notation of the model has derived from all variables coefficients as follow:  

Y= β0+ β1x1+ β2x2+ β3x3+ β4x4+ β5 

Y= .804+ 0.217 entrepreneur skill + marketing skill 0.193 + access of infrastructure 0.277+ government support 0.134+ initial 

capital 0.788. 

Where β1=0.217 indicates that keeping other variables constant, when the value of the entrepreneur skill changes by a unit, change 

in the value of the business profit changes by 0.217, β2=0193 indicates keeping other variables constant when the value of the 

government support Changes by a unit change in the value of existing changes in the capital by unit change 0.193 β3=0.277 

indicates keeping other variables constant when the value of the access of infrastructure changes by a unit change in the value of 

the business profit changes by 0.277. β4=0.134 indicates keeping other variables constant when the value of the government 

support changes by a unit change in changes 0.134 β5=0.788 indicates keeping other variables constant with the value of initial 

capital changes by a unit change in 0.788. 

We may reason from Figure 2 that the error term has usually dispersed with a mean zero and a consistent shift. Subsequently, 

the presumption of ordinariness indicates that there is a normal or heterogeneous fluctuation of the error word. Then again, from 

figure 2, we see that the presumption of ordinariness has fulfilled. This means residuals of the usually circulated reaction factors. 

This tests the suspicion of the ordinariness of the leftover word just as the presumption of ordinariness model. 
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Fig 2: Normality & P-plot test 

As an observer, one can conclude from figure 3 that the model is expected since the plot of the normalized arranged residuals is 

approximately equal to the traditional arranged scores. The plot reveals almost a straight line with the capture of zero and an 

incline of one (these are the mean and standard deviation of residuals separately) under ordinary suspicion. The presumptions of 

ordinariness were largely fulfilled. 

In general: 

The purpose of this research was to analyze the components influencing the business profit growth of MSEs of the Amhara 

region were to occur. Only quantitative exploration was used in this exam. The objective populations of the survey were the utter 

gathering during the investigation time of MSEs in the Amhara region. At that point, the specified testing method used to select 

delegate tests from the target population was used. In this study, critical knowledge is used as a source of information. The goal, 

English type surveys prepared given the exploration. (138) respondents moved to a delineated analysis methodology. 

The findings of this article show that there is present capital among the respondent base (< = 125000) of MSEs and the most 

severe (> 176000) of 26 MSE's. Besides, the after-effect of this paper shows that the underlying capital, the use of creativity, 

government motivation, input tendency, and business profit influence current worth (have an enormous factor for current capital) 

and supports some different papers learned about components that influence MSE growth, results that are critical to those variables. 

Various exams with the ultimate objective of distinctive college and multi-year discovery (Nuwagaba & Nzewi, 2013). 

The use of expressive and illustrative exploration configuration results in vital and positive ties so as not to repudiate the results 

and region of Ethiopia for this Study MUDHCo, 2014)Abera, 2012)used multiple regression examinations and the finding showed 

that critical variables have a positive and negative relationship individually so that these research results are repudiated. Overall, 

this may be caused by the product used for investigation, absolute examples used for the test, respondents' response, and the 

classifications used for the factors that caused these discrepancies. 

5. Conclusions and Recommendation  

5.1. Conclusion 

The goal of this research is to determine the factor that determines the business profit growth of micro and small businesses in 

the Amhara region. The complementary ending is given, depending on the finding of this investigation. This analysis shows that 

there is a positive correlation between the existing profit of MSEs and starting capital, government involvement, access to 

infrastructure, the movement towards business profit, and the use of entrepreneurs. This means that business profit has a direct 

relationship with those variables. This means that the new capital has a roundabout link with this variable. This paper shows that 

63 (57.8 percent) age of the business owners between 26-35 shows that they are youthful managers out of 138 participants. 46 

(42.2 percent) are secondary school levels for the training level of these managers, and about 51 (46.8 percent) heads are single in 

their marital status. The volume of now and then the number of work increases, which means that underlying work is moderate. 
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This shows; the role of MSEs in reducing unemployment is high for the aged 26-35 (46 percent), which is very productive for 

country development as well as business growth; the result of the analysis shows that micro and small entrepreneurs are not far 

from promoting, as they want to emphasize on entrepreneur training.  The data obtained from the respondent is low in the 

inspiration of the administration, the system entry is low (inadmissible, for example, there are problems such as lack of flexible 

water, street growth, lack of light, the underlying capital is "between" 31000-45000.  The business advantage is not reasonable 

(unacceptable). In this way, the conceptual factors ultimately related to the variable reaction (business profit). Finally, the 

independent variables Entrepreneur skill, marketing skill, Government support, access infrastructure, initial capital, and experience 

sharing positively associated with a business profit of MSEs in the Amhara region. 

5.2. Recommendations 

Logical factors such as the respondent's age, the respondent's gender, starting capital (in Birr), and government support were a 

percentage of the elements that most likely influenced the business profit growth of a micro and small enterprise. The researcher 

makes the accompanying recommendations, recognizing this: Instructions expanded or issued to owners of micro and small 

enterprise-scale undertakings to build entrepreneurial and managerial capabilities to identify and abuse the open doors accessible 

to them to design their business operation. Managers should teach ideas to encourage ideas to get away from the position of 

adequate customer service.  

To make the company persuasive, managers should promote circumstances in which the applicant can receive adequate 

consulting on the idea of the business they need to launch, the business field of target customer meetings, the promotion of market 

data conditions, and approaches. For the most part, the investigation shows that managers need to build up the propensity to seek 

criticism from their customer because, in the absence of awareness of its importance in keeping their customer in touch with them, 

to have effective business activity, the board should create customer relationships for any entrepreneurs. Government support from 

the research is poor, but the government should have to rouse them; it appears to be through budgetary assistance, giving (making) 

relationship promotion, giving authentication of inspiration, giving access to credit (advance), giving aptitude training 

(improvement of capability) and soon. The government takes into account to give for entrepreneur training based on 

entrepreneurship, marketing competition, and facilitate initial capital and access the necessary infrastructure.  
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