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Abstract

With the in-depth penetration and widespread application of digital technology, digital finance, as
anew financial format, has reconstructed the traditional financial service system and exerted a rev-
olutionary impact on the financing models of Small and Medium-sized Enterprises (SMEs). This pa-
per systematically combs the relevant research results in recent years, focusing on the core effects,
operational mechanisms, potential risks and challenges of digital finance empowering SMEs’ financ-
ing. Studies have shown that as the core driving force of economic growth in emerging markets and
developing countries, SMEs have long faced financing difficulties such as weak credit foundation,
lack of collateral, and insufficient credit supply caused by information asymmetry. Through tech-
nological innovations including big data, artificial intelligence, and blockchain, digital finance has
constructed a diversified financial tool and service system covering big data credit scoring, crowd-
funding, peer-to-peer lending, and supply chain finance. Relying on three core mechanisms of credit
reconstruction, financing efficiency improvement, and risk adaptation, it has effectively expanded
SMEs’ financing channels, reduced financing costs and entry barriers, and provided them with more
flexible and efficient financing solutions. However, digital finance also faces multiple challenges in
the empowerment process: the regulatory framework and legal system lag behind technological in-
novation, resulting in regulatory uncertainty; the differences in enterprises’ digital capabilities and
regional development imbalances lead to insufficient service adaptability, with non-state-owned
enterprises and enterprises in underdeveloped regions facing higher thresholds for accessing ser-
vices; at the same time, its innovative and cross-border characteristics have intensified the trans-
mission of systemic risks, and the prevention and control mechanisms for emerging risks such as
operational risks and liquidity risks are still inadequate. In response to these issues, this paper puts
forward corresponding countermeasures and suggestions based on existing research: strengthen-
ing the application of regulatory technology and constructing a flexible regulatory framework, im-
proving data privacy protection and cross-border regulatory coordination mechanisms; increasing
policy support and technical empowerment for SMEs’ digital transformation to narrow the service
gap between regions and enterprises; breaking through core technical bottlenecks such as block-
chain scalability and explainable Al to enhance dynamic risk monitoring and early warning capa-
bilities. By systematically reviewing relevant research results, this paper clarifies the interactive
logic between digital finance and SMEs’ financing, provides theoretical reference and practical in-
sights for promoting the healthy and orderly development of digital finance and enhancing the ef-
fectiveness of financial services for the real economy, and points out directions for future research.
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