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Abstract 
Micro and small enterprises are an important pillar of China's national economy. 
However, the difficulty in financing micro and small enterprises has been a stumbling 
block to their development. In recent years, the rapid development of Internet finance 
has, to a certain extent, promoted the solution to the problem of difficult financing for 
micro and small enterprises. However, the degree of development of the digital economy 
varies from region to region, and the impact on MSME financing varies. This paper uses 
the SWOT model to explore in depth the impact of differences in digital economy 
development on MSME financing, and concludes that Internet finance is more popular in 
regions with developed digital economies and is more conducive to MSME financing. 
Finally, combining the research and lessons learned from this paper, it is proposed that 
in order to narrow the differences in the development of digital economy in different 
regions, the government, society and enterprises should work together to actively 
strengthen the construction of information infrastructure, promote the digital 
transformation of industries, establish a database for MSMEs and provide a clear 
prospect for MSME financing. 
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1. Introduction 

Micro and small enterprises are an important part of China's national economy. They account 
for a large proportion of modern enterprises, and cover a wide area and play an extremely 
important role in increasing employment, promoting innovation, stabilising economic growth 
and maintaining social stability. Currently, MSMEs account for 99% of all Chinese enterprises, 
provide over 90% of employment opportunities, account for around 60% of GDP in terms of 
final products and services, and generate more than half of export revenue and fiscal taxes. 
However, financing costs for MSMEs are high and financing channels are narrow. Generally 
speaking, traditional bank loans are preferred for financing MSMEs. In addition, venture capital 
funds, Ali Finance, microfinance companies, equity financing, debt financing, guarantee 
companies and Internet finance are also channels for MSMEs to obtain financing. The data 
showed that 39.2% of small enterprises had used only one financing channel in 2019, and 
nearly one-third of small enterprises had used more than three financing channels, while more 
than half of small and micro enterprises had used only one financing channel and only 18.7% 
had used more than three financing channels. In addition, the imperfect modern enterprise 
system, non-transparent corporate financing platform, low credit level, high financing costs, 
few collateralizable properties and an inadequate government support policy system also 
contribute to the difficulty of financing for small and micro enterprises. 
In recent years, the rapid development of China's Internet finance relying on a new generation 
of information technology such as blockchain, big data, cloud computing, artificial intelligence 
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and the Internet of Things has greatly promoted financial innovation, broken the limits of time 
and space, and promoted the development of the digital economy. Emerging digital financing 
methods have eased the financing difficulties of small and micro enterprises to a certain extent, 
such as. P2P network lending financing, i.e. peer-to-peer credit, through which small and micro 
enterprises can obtain sufficient liquidity and lenders are able to grasp the credit situation of 
borrowers in a shorter period of time, thus greatly reducing the risk of loss; and then big data 
finance financing, where capital financing is based on big data cloud computing. With the help 
of big data ,finance is not limited by time and space, and can make different financial services 
for each enterprise's individual financing needs. This model relies on a large amount of 
unstructured data, through the Internet and cloud computing and other information technology 
means, specifically for its data mining and analysis, scientific decision-making and risk control; 
another is crowdfunding platform financing, that is, the use of the Internet to mobilize public 
power, pool public funds, for small and micro enterprises or individuals to carry out a certain 
activity, project or entrepreneurship to provide the necessary financial assistance, this 
financing model for small and micro This mode of financing provides funds for small and micro 
enterprises to start their own businesses and reduces the cost and risk of starting a business. 
Micro and small enterprises are small in size, weak in capital and poor in resilience to economic 
shocks. The Fifth Plenary Session of the 19th CPC Central Committee called for the development 
of "digital business to promote agriculture" and "silk road e-commerce" initiatives, digital 
transformation and empowerment initiatives, and digital business service innovation 
initiatives. Combining the development of micro and small enterprises with digitalisation is 
conducive to stimulating the potential of the digital economy and releasing the vitality of micro 
and small enterprises. Relying on information technology, Internet finance can broaden the 
financing channels of micro and small enterprises, improve the efficiency of financing and, to a 
certain extent, help micro and small enterprises to get out of the difficult situation of financing. 
The degree of development of Internet finance has a different impact on the financing methods 
of MSMEs, and regions with developed digital finance have more diversified financing channels, 
more sufficient funds available and fewer financing barriers than regions with backward digital 
finance. In this paper, a SWOT model will be used to demonstrate this view. 

2. SWOT Analysis 

SWOT analysis is a specific analysis based on the internal and external competitive 
environment and conditions. It is a way to list the main internal strengths, weaknesses and 
external opportunities and risks that are closely related to the research object, and then use the 
idea of systematic analysis to analyse and match various factors and draw a series of 
corresponding conclusions. Using this approach, a comprehensive, systematic and accurate 
study of the environment in which the subject of the study is located can be carried out, so that 
corresponding development strategies, plans and countermeasures can be formulated based 
on the results of the study. Internet finance emerged in China in 2007 and has attracted 
widespread social attention. 
In his keynote speech "Exploring the Development Model of Small and Micro Finance", Liu Kegu 
has shown that under the current system in China, the problems of large and medium-sized 
economies have received high attention from the provincial, municipal and county 
governments, while small and micro economies have been in a disadvantaged position and 
lacked attention, with financing difficulties being particularly prominent. In the current society 
where the digital economy is developing rapidly, based on its function of guiding, achieving 
rapid and optimal allocation and regeneration of resources, and realising the economic form of 
high-quality economic development, we find that the development of the digital economy has 
an impact on the financing of micro and small enterprises. 
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Next, this paper uses the SWOT model to conduct a comprehensive analysis of the impact of the 
digital economy on the financing of micro and small enterprises. 

2.1. Advantages 
2.1.1. Effectiveness of Problem Solving. 
Through networking big data and information technology can have a comprehensive and 
efficient control of the transactions of micro and small enterprises and minimise customer 
churn. In the old way of operation, commercial banks would accumulate many customer 
resources and, at the same time, be able to reserve very much experience, and it is the presence 
of these users that ensures the development of commercial banks. However, with the 
emergence of the digital economy and its great development, we can use computers to calculate 
and design a scientific and reasonable model through which all data and information of micro 
and small enterprises can be collected, ensuring that commercial banks can understand and 
grasp more information. 
2.1.2. Convenience. 
In recent years, the rapid development of digital finance, accompanied by the promotion of the 
application under the widespread popularity of the Internet, to a certain extent, fits the 
characteristics of short, small, frequent and urgent financing for micro and small enterprises, 
and can reduce transaction costs, providing a new and more convenient way to address both 
the accessibility level of financial services and the problem of financial exclusion. 
2.1.3. Personalised Demand. 
The development of the digital economy relies on big data, through which the different needs 
of different micro and small enterprises are reliably judged and effectively docked, giving SMEs 
greater autonomy and selectivity in financing. 
2.1.4. Low Threshold. 
The emergence of the digital economy has led to the development and innovation of financing 
models for MSMEs, expanding their financing channels. According to the Executive Report, as 
of June 2013, Ali Microfinance had invested a total of over RMB 100 billion in loans, with over 
320,000 customers and an average loan amount of RMB 40,000 per household. 
2.1.5. Low Cost. 
The emergence of the digital economy has driven the development of mobile payments, which 
has greatly reduced the cost of time, manpower and material resources for transactions 
between businesses. For example, fintech companies provide credit to individual operators of 
micro and small businesses or to the businesses themselves by creating online platforms that 
match borrowers and investors. These platforms can provide direct loans and take on balance 
sheet risk, or they can act as information intermediaries to connect businesses in need of 
financing with investors with a higher risk appetite. This action saves businesses in need of 
finance the various costs of finding investors, and the same investors save a lot of time. 

2.2. Disadvantages 
2.2.1. High Cost of Capital. 
Internet financing interest rate is high, many P2P online lending platform monthly interest rate 
of 1.6%, although some preferential than ordinary small loan companies, but still higher than 
the bank interest rate. According to the statistics of the Net Credit Center: In 2013, the 
comprehensive yield of 90 online lending platforms was 19.67%, and the comprehensive yield 
of online lending spanned a very wide range. Platform lender yield is concentrated between 
15%-20%, there are still a large number of platforms where the lender yield is above 20%, and 
many platforms where the actual cost of funds interest rate for borrowers is above 24%. 
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2.2.2. Low Security. 
The smooth development of the digital economy is based on the safe and efficient operation of 
big data. The technical risks of Internet finance mainly include the following aspects: First, 
defects in the computer system, authentication system or Internet financial software itself. The 
second is the falsification of the identity of the customer of the transaction. One of the salient 
features of the digital economy is that software and hardware technologies are constantly being 
updated and developed, and there are inevitably customers who operate the use of links or data 
transmission resulting in inadequate security and confidentiality measures, leading to 
information leakage and financial fraud. 

2.3. Opportunities 
2.3.1. National Policies and the Trend of Diversified Economic Development. 
The combination of digital economy and SME financing is an important way to achieve mutual 
benefit and win-win situation in China's economic development. SMEs are small in scale and 
have a single sales channel, so they need to make use of the digital economy for online sales and 
services to promote SMEs to mature gradually; the digital economy continues to promote its 
own technological development and innovation in order to promote the development of SMEs. 
At the same time, the digital economy and financial services for SME development are the focus 
of national financial and fiscal policy support, and the emergence of the digital economy has 
provided a convenient platform for SME financing. Previously, the Central Bank issued the 
"Report on the Implementation of China's Monetary Policy in the Second Quarter of 2013", 
which clearly stated that the digital economy "is a useful supplement to the existing financial 
system". With widespread attention from all sectors of society and strong support from national 
policies, the combination of the digital economy and financing for micro and small enterprises 
has ushered in new opportunities for development, promoting the development of the economy 
towards a diversified trend. 
2.3.2. Coastal and Economically Developed Cities have Well-developed Digital Economy 

Systems. 
The digital economy and the degree of urban development complement each other, and a highly 
developed network system provides a strong guarantee to promote the development of the 
digital economy. The state encourages the development of small and medium-sized enterprises, 
and the economic development of coastal cities plays a leading and leading role, providing 
convenient conditions for the integration of the digital economy and enterprise development, 
while at the same time the operation of big data provides strong support in transportation, both 
of which play an important role in the continuous improvement of the economic system, and 
the continuous improvement of small and medium-sized enterprises will create a huge fortune 
for the country. 

2.4. Challenges 
2.4.1. Inadequate Legal Provisions. 
The rapid development of the digital economy and legal provisions do not fit together, which in 
layman's terms means that there is an extremely strong time lag between the two. The main 
manifestations of this are: First, the process of economic development varies from one model 
to another, leaving a large number of gaps in the legal provisions, which gives lawless elements 
the opportunity to take advantage of. For example, third-party payments in the digital economy 
have been in development for a long time, and the industry model is relatively mature, and the 
supporting laws are relatively complete, but the new P2P model is prone to various scandals 
such as "running away" and "collapse", and its legal boundaries are blurred, responsibilities 
and obligations are unclear, and the subject of supervision is unclear. The legal boundaries are 
blurred, responsibilities and obligations are unclear, and the monitoring body is unclear, which 
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will have a negative impact on the financing of micro and small enterprises. Secondly, the legal 
model is not suitable for certain aspects of the development of the digital economy. The existing 
laws applicable to Internet finance are mostly administrative regulations formulated by the 
State Council, which have limited legal effect and are unstable, and cannot cover all aspects of 
the industry. 
2.4.2. Environmental Restrictions of the Industry System. 
The establishment of a sound credit system is a necessary condition for the development of the 
digital economy, and the construction of a credit system is an important measure to improve 
the ecological environment of digital finance. Since its inception in the 1980s, China's credit 
system has basically built a multi-level credit system with extensive coverage and a complete 
structure, led by public credit, which has provided a strong guarantee for promoting economic 
development. However, there are many problems in some areas such as unregulated credit 
services, lack of professional institutional training and weak awareness. Data development is 
extremely advanced, but due to the wide variety of personal information and the large number 
of small, medium and micro enterprises, management and other aspects can be tricky and 
without a complete solution can be counterproductive. 

3. Geographical Differences in the Digital Economy Affect the Financing of 
Micro and Small Enterprises 

The digital economy, as a broad concept, can be included in any economic form that directly or 
indirectly uses data to direct resources and promote productivity development. The traditional 
economic theory usually assumes that both sides of a market transaction have complete 
information, however, in real economic activities, economic actors in most cases not only do 
not have complete information, but also have very limited ability to find out information, which 
makes their decision-making behaviour face a lot of uncertainty, which is in direct conflict with 
the traditional economic theory of complete information assumption. 
The theory of information asymmetry is a new development in modern economic theory, which 
is based on filling the gaps in traditional economic theory. The theory of information asymmetry 
requires the market to pay attention to the exploitation of information resources and to support 
the development of information services. The economic functions of information and other 
related elements should be constantly explored and transformed into real information wealth 
in a timely manner, and efforts should be made to develop their uses in economic and social 
development. The digital economy uses data to guide to make up for the lack of information and 
to promote resource allocation. The conditions for financing small and micro enterprises will 
not be a line of indicators such as collateral, credit rating, etc. The data emphasises 
diversification, enterprise development prospects, solvency, turnover, profitability, etc. This is 
to reinforce the idea that the future of an enterprise should also be taken into account in the 
financing, and in China, different regions The digital economy itself plays a role in guiding the 
allocation of resources using data, but the degree of development of the digital economy varies 
from region to region, and the guiding role played by the digital economy is also different.  
The first aspect studied in this paper is coastal and inland. Sun Yue from the School of 
Management of Ocean University of China published an article entitled "A Preliminary Study on 
Risk Factors of Financing for Small and Micro Enterprises from the Perspective of Commercial 
Banks - Taking Bank W in Coastal Q Region as an Example". The article takes Bank W in Coastal 
Q Region as an example by analysing its current situation of financing for small and micro 
enterprise customers, loan quality and In the article, Luo Qingchi from Jiayuguan Central Sub-
Branch of the People's Bank of China published an article entitled "Exploration and Practice of 
Promoting Inclusive Financial Development in Less Developed Western Regions", taking 
Jiayuguan in Gansu Province as an example, the article summarized the domestic and foreign 
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On the basis of the practice of inclusive finance work, the article analyzes the constraints of the 
geographical environment affecting the development of inclusive and microfinance, and 
explores measures and suggestions to further deepen inclusive financial services and support 
the development of micro and small enterprises with practical significance. 
The second aspect is rural and urban. Hu Xuan, Master of Finance, proposed in "Research on 
Risk Control of Rural Microfinance in China in the Era of Digital Economy" that digital 
transformation has become an unstoppable trend of change in the development of rural 
microfinance fintech. At present, China is in the post-epidemic era, and the development of rural 
digital finance is the necessary way to achieve the reengineering of rural economic structures. 
This not only brings opportunities for the digital industry, but also challenges for regulators. 
The article analyses the risks associated with the entry of digital finance into the rural market 
from the basic characteristics of rural credit, and on this basis conducts policy analysis around 
regulators, financial institutions and farmers, in order to provide theoretical support for 
controlling the risks of microfinance in China and achieving a healthy integration between 
digital finance and the development of the "three rural areas"; for cities, most of the papers 
point to the impact of the urban digital economy on micro and small enterprises. The digital 
economy, represented by modern information technology such as cloud computing, big data 
and the Internet of Things, has helped the development of micro and small enterprises, 
especially in providing them with capital, technology and sales channels, effectively alleviating 
the problems of capital turnover of micro and small enterprises. In the future, the digital 
economy will combine small and medium-sized enterprises with big data and information 
technology, while more and more manufacturers, suppliers and consumers will switch from 
offline to online. This will enable the rational and optimal allocation of industrial resources such 
as industry, Internet and infrastructure, reduce the cost of digital transformation of SMEs and 
provide a favourable opportunity for the intelligent, automated and digital transformation of 
SMEs. 

4. Conclusions and Recommendations 

4.1. Conclusions of the Study 
The difference between regions in terms of the degree of development of the digital economy 
is mainly manifested by the fact that coastal areas have a more developed digital economy than 
inland areas, and large cities have a more developed digital economy than isolated towns and 
villages. Influenced by this difference, the more developed the digital economy is, the more 
options small and micro enterprises have in terms of financing, whether it is traditional 
financing or internet financing, they can consider it according to their actual situation, and a 
variety of The more developed the digital economy is, the more options micro and small 
enterprises have in terms of financing. The differences between regions will become more 
pronounced. 
Today, information has also become a resource, and big data analysis can effectively solve the 
problem of information asymmetry in the integration constraints of small and micro 
enterprises, through the analysis of data and the construction of models on the application of 
the popular big data technology to improve risk control skills. Commercial banks can also use 
big data analysis to build risk models to quantify risk, accurate judgment of risk, to provide 
better services for the financing of small and micro enterprises. Therefore, efforts should be 
made to bring into play the greater utility of information to narrow development differences 
between regions, promote the rational allocation of resources, solve the financing problems of 
micro and small enterprises, and provide a broader development prospect for the development 
of micro and small enterprises. 
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4.2. Policy Recommendations 
4.2.1. Strengthen the Construction of Information Infrastructure. 
Information infrastructure mainly refers to network equipment and facilities such as optical 
fiber cable, microwave, satellite and mobile communication. Since entering the 21st century, 
the construction of information infrastructure has received more and more attention from 
various countries, and information infrastructure is the premise and foundation for carrying 
out construction and application in various fields of information technology, and it is also a 
reflection of the level of information technology. With the development and innovation of 
information and communication technology, information infrastructure is also constantly 
developing in new directions, and in recent years the construction of broadband networks has 
been put in the first place, and high-speed broadband networks have become the goal pursued 
by many countries and regions. The world's major countries have formulated national 
broadband strategies to popularise broadband networks and enhance broadband applications 
as a development goal, with particular emphasis on universal broadband services and on 
expanding broadband investment in disadvantaged areas and disadvantaged people, and the 
current broadband download rate in China is in a continuous growth trend, which can also be 
evidenced by the State of China's Broadband Rate Report recently released by the Broadband 
Development Alliance. Therefore, only by strengthening the construction of information 
infrastructure can we narrow the degree of digital economy development between regions, and 
the development of broadband information technology means a better environment for digital 
economy development, which is also able to narrow the environmental differences caused by 
factors such as topography and geography, and can effectively narrow the development 
differences between regions and provide a better development environment for small and 
micro enterprises in the central and western regions, which is conducive to economic 
development. 
4.2.2. Promote the Digital Transformation of Industries. 
Promote digital transformation in an integrated manner and balance the pace of development 
of traditional industries and new industries. As the digital transformation of enterprises in 
traditional industries is costly, the transformation process should be gradually promoted from 
the perspective of the enterprises' own financial strength, business development needs and 
long-term development plans. For traditional micro and small enterprises, facing the trend of 
digital development, how to transform is a huge challenge, whether to grasp this development 
opportunity of the digital economy, the use of big data, block chain, artificial intelligence, etc. to 
achieve new industrial development, for micro and small enterprises, how to finance from 
traditional financing to big data financing is not only financing institutions to provide more 
suitable financing services, but also requires micro and small enterprises according to their The 
actual situation requires micro and small enterprises to choose a suitable financing method. 
4.2.3. Establishing a Database of Small and Micro Enterprises. 
The database of Chinese industrial enterprises only includes all state-owned industrial 
enterprises and non-state-owned industrial enterprises with average annual sales of over RMB 
5 million, and lacks non-state-owned industrial enterprises with sales of less than RMB 5 
million, as well as all enterprises in the construction, agriculture and service sectors. From an 
econometric point of view, this will lead to a lack of samples and sample selection problems, 
while the development of the digital economy cannot be separated from big data analysis, and 
the establishment of a database of small and micro enterprises can effectively make up for the 
information asymmetry between enterprises, and also enable credit institutions to provide 
digital economy services such as big data analysis for small and micro enterprises and the 
establishment of models for estimation, creating a better environment for the development of 
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small and micro enterprises and profoundly solving The problems of difficult financing and 
information asymmetry for micro and small enterprises. 
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