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Researchon the Effect of Entrepreneurs’ Financial Literacyon Micro and Small Enterprises’ Employment :
Evidence from the China Micro and Small Enterprises Survey (CMES) Data

XIN Daleng' , QIU Yue' ,ZHANG Huan®
(1. School of Economics,Shandong Normal University ,Jinan 250358,China ;
2. Business School ;University of Jinan,Jinan 250022,China)

Abstract: Improving small and micro enterprises’” (SMEs’) employment is of great significance for stabilizing employ-
ment and people’s livelihood. From the perspective of resource-based view, this paper analyzes the theoretical mecha-
nism of how entrepreneurs’financial literacy affects SMEs’employment. Using data from China micro and small enter-
prises survey (CMES) and constructing thefinancial literacy indicators of entrepreneurs based on the factor analysis
method , this paper further examines the impact of financial literacy on the SMEs’ employment and its underlying mech-
anism. The results show that,the increase of entrepreneurs’ financial literacy has a positive impact on the SMEs’ em-
ployment. Andthis effect is particularly prominent for enterprises with high dependence on external financing. The
mechanism tests show that,alleviating corporate financing constraints, promoting corporate social responsibilities and-
digital transformation are the main channels for financial literacy improving SMEs’ employment. Extension analysis
finds thatentrepreneurs’financial literacy has a positive effect mainly on the employment of ordinary employees. Moreo-
ver,entrepreneurs’financial literacy has more positive effect on the SMEs’employment in areas with low institutional
quality, in western regions and non-resident industrial parks, as well as non-SOE SMEs. In addition,
entrepreneurs financial literacy also plays an important role in improving employment quality. That is,
entrepreneurs financial literacy has significantly improved the salary level of SMEs, especially for ordinary employees.
In general, this study provides empirical support for the promoting effect of entrepreneurs’ financial literacy on the
SMEs’ employment,and also provides policy implications for the government to expand employment capacity and im-
prove employment quality.

Key words: financial literacy; employment of enterprise; financing constraints; corporate social responsibility; digital
transformation
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