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Examining the Impact of Managers’ Financial Literacy
on Profit Generation in Small and
Medium-sized Enterprises

Yuji Kitano and Izumi Yamasaki

Summary

This study conducts a web-based questionnaire survey targeting managers of
small and medium-sized enterprises (SMEs) to understand the reality of their
motivation and capabilities, including their financial literacy, and examined the
impact of these factors on profitability. The results show that the majority of
the sample comprised of sole proprietors accounting for 74.9%, which may have
influenced the finding that many enterprises were smaller in terms of sales
volume and had stable or decreasing numbers of employees. Moreover, there was
a low prevalence of seminar attendance among managers and those wishing to
start businesses. It can be statistically proven that while management that relies
on self-financing as a form of actual equity negatively impacts profitability, the
practice of being conscious of effectively debt-free management and creating
monthly financial statements has a positive effect. However, regarding tangible
collateral, which is often criticized in the context of collateral supremacism, no
statistically significant positive or negative impact on SME profitability is

observed.



