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On the Influence Mechanism of Financial Literacy
over the Entrepreneurship Performance of SMEs

ZHU Rui', CHANG Yun-hong® & ZHU Yong’
(1. School of Economics andManagement, Changsha University of Science and Technology, Changsha 410076, China;
2. Xinhui Branch, Agricultural Development Bank of China, Jiangmen 529100, China;

3. School of Business, Hunan University of Science and Technology, Xiangtan 411201, China)

Abstract; Using the survey data of Chinese SMEs, this paper empirically tests the impact of financial
literacy on the entrepreneurial performance of SMEs and its mechanism. Results show that financial literacy has
a significantly positive impact on the SMEs’ entrepreneurial performance. Further research finds that financial
literacy can improve the entrepreneurial performance mainly by improving the risk preferences of SMEs owners.
In addition, financial literacy can improve the entrepreneurial performance more significantly in regions with
lower financial marketization. It is recommended that SMEs owners strengthen their financial knowledge and
enhance their financial literacy, and relevant departments and institutions should increase economic as well as
financial training and popularization of financial knowledge, and accelerate the pace of financial market
reform.

Key words: financial literacy; entrepreneurial performance; risk preference; formal credit constraints;

financial marketization
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