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ABSTRACT

This systematic literature review comprehensively examines the impact of government policies on the
development of small and medium-sized enterprises (SMES) over the past two decades. By synthesizing
103 selected studies, it analyzes the effectiveness of various policies in areas like financing, innovation,
and internationalization. The review focuses on 21 articles that meet stringent inclusion criteria,
including relevance to the core topic, use of empirical research methods, and publication in high-quality
academic journals. The selection process involves multiple stages, such as initial screening, data
extraction, and quality assessment using the Joanna Briggs Institute Critical Appraisal checklist. The
main finding of the SLR reveals that while policies generally have positive impacts on SMEs, there are
significant regional and industry-specific variations. Moreover, the study highlights the lack of in-depth
research on policy synergy. The findings provide valuable theoretical and practical implications for
policymakers, researchers, and SME managers, aiming to optimize policymaking and promote the
sustainable development of SMEs.

Key Words: Small and medium-sized enterprises; Government policies; Financing support; Innovation
incentives; Policy synergy; Enterprise development

JEL Classification Numbers: L26; E61; O31
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FOREWORD

Small and Medium Enterprises (SMEs) play a critical role in driving economic growth,
fostering innovation, and generating employment opportunities. Recognizing their significance,
governments worldwide have implemented various policies to support SME development
through financial assistance, regulatory frameworks, capacity-building programs, and market
access initiatives. However, the effectiveness of these policies remains a topic of ongoing
research and debate, necessitating a systematic review of existing literature to identify key
trends, challenges, and policy implications.

This working paper, titled "The Role of Government Policies in SME Development: A
Systematic Literature Review," is part of the Department of Economics Working Paper Series,
which aims to contribute to the academic and policy discourse on economic development. The
study synthesizes existing research on government interventions in the SME sector, examining
their impact on business sustainability, innovation, and competitiveness across different
economic contexts. By systematically reviewing and analyzing prior studies, this paper
provides a comprehensive understanding of how policy frameworks have influenced SME
growth, highlighting best practices and areas for further improvement.

The Department of Economics is committed to fostering rigorous research that informs
evidence-based policymaking and enhances economic resilience. We hope this working paper
will serve as a valuable resource for academics, policymakers, and industry stakeholders
interested in strengthening SME ecosystems through effective policy design.

We extend our gratitude to the authors for their scholarly contribution and to all those who
have supported this research initiative. We look forward to continued discussions and further
research that will enrich our understanding of SME development and the role of government
policies in shaping their success.

Mahinda Pushpakumara & Wasana Rathnayaka
Department of Economics,

Faculty of Arts,

University of Colombo,

Sri Lanka.
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The Role of Government Policies in SMEs Development:
A Systematic Literature Review

1. Introduction

Small and Medium-sized Enterprises (SMEs) are the backbone of the global economy. They play a crucial
role in driving economic growth, creating job opportunities, fostering technological innovation, and
contributing to sustainable development (Ayyagari, DemirgUc- Kunt, & Maksimovic, 2011; Organisation
for Economic Co-operation and Development [OECD], 2020). In emerging economies such as China, SMEs
are significant contributors to employment and GDP. However, they often encounter numerous obstacles in
their development, including financing difficulties, limited innovation capabilities, and intense market
competition (Beck & Demirguc - Kunt, 2006; Sun, Li, & Wang, 2024).

To address these challenges, governments at all levels have introduced a wide range of supportive policies.
These include financial subsidies, tax incentives, innovation-promoting policies, and intellectual property
protection measures, all aiming to provide a boost to SMEs. Nevertheless, the actual effectiveness of these
policies remains a subject of debate. The efficiency and fairness of policy implementation vary greatly across
different countries, regions, and industries, attracting extensive attention (Zhang & Wang, 2023; Chen, Li,
& Zhang, 2022).

SMEs possess unique characteristics. They are known for their flexible operation but often suffer from
relatively scarce resources. Although they have great innovation potential, they face many restrictions. Their
development is influenced by a combination of internal and external factors. Internal factors involve aspects
like management level and technical reserves, while external factors include market competition, the
financing environment, and policies and regulations. Government policies are designed to correct market
failures, create a more favorable development space for SMEs, and enhance their positive role in economic
growth, employment generation, and innovation (Acs, 1999).

In the realm of economic theory development, early classical economic theories mainly concentrated on
enterprise production and cost analysis, paying little heed to the development of SMEs and the impact of
policies. With the deepening of research, new institutional economics emerged. This school of thought
emphasizes the crucial role of the institutional environment, especially policy institutions, in enterprise
transaction costs and behavioral decisions. For instance, North (1990) posited that government policies, as
an integral part of institutional arrangements, can shape the institutional framework in which enterprises
operate, thereby affecting their operational efficiency and development trajectories. In the field of SME
financing, the theories of "financial repression™ and "financial deepening"” proposed by McKinnon and Shaw
(1973) offer a theoretical basis for understanding SMEs' financing dilemmas and corresponding policy
interventions. In terms of innovation incentives, Schumpeter's (1934) innovation theory laid the foundation
for government support of SME innovation. Many empirical studies based on this theory continuously
explore the impact mechanisms of different policy tools on the innovation performance of SMEs (Czarnitzki,
Riedel, & Ter Wal, 2011).

In the past decade, the Chinese government has been proactive in introducing policies to support SME
development in financing, innovation, and sustainable development. Regarding financing support, Chinese
policies have explored the role and limitations of financial subsidies, loan guarantees, and tax incentives.
For example, Sun et al. (2024) found that China's government subsidy policy has significantly enhanced the
financing capabilities of SMEs, particularly in capital-intensive industries. However, the policy effects vary
remarkably across different regions. In contrast, in Zimbabwe, due to ineffective implementation, policies
failed to effectively alleviate SMEs' financing difficulties (Prasannath, Rajan, & Zingales, 2024). In the area
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of innovation incentives, Chinese policies have been promoting the innovation capabilities of SMEs through
innovation subsidies and intellectual property protection. He et al. (2022) discovered that the innovation
subsidy policy has a significant promoting effect on technological innovation, especially in high - tech
industries.

However, it has also been shown that a combination of multiple government policy tools is more effective
in promoting enterprise innovation behavior than a single policy (Zzhao & Li, 2024). In terms of
internationalization and sustainable development, Chinese policies have been supporting SMEs from
multiple perspectives. A case study of Portuguese SMEs (Ribau & Alves, 2023) indicated that government-
promoted market access and export support policies have significantly improved the internationalization
capabilities of enterprises, especially in the B2B environment. Nevertheless, a study (Nurfarida & Suryani,
2022) emphasized that many SMEs find it difficult to fully utilize these policies due to limited enterprise
resources and fierce international market competition.

Despite the numerous studies on the impact of policies on SMEs in different regions, there are still significant
research gaps. In particular, the analysis of policy synergy is insufficient. Although some existing literature
mentions different policy tools, there is a lack of systematic and comprehensive research on how Chinese
government policies work together and how to achieve the optimal combination of different policies for
SMEs at different development stages, in different industries, and in different regions. This study aims to fill
these gaps by conducting an in-depth exploration of the synergistic effects of various Chinese policies and
seeking to construct a more reasonable and effective policy portfolio system.

2. Research Background
2.1 Core Concepts

This research centers on the impact of policies on the development of SMEs. The key concepts involved are
SMEs, government policies, and the relationship between them. The definition of SMEs varies across
countries and industries. According to the World Bank, SMEs are typically defined based on the number of
employees and annual turnover. In China, the National Bureau of Statistics defines SMEs as enterprises with
less than 1,000 employees and an annual operating income of less than 400 million yuan.

2.2 Theoretical Foundation

Early classical economic theories predominantly focused on enterprise production and cost analysis, largely
overlooking SMEs and the influence of policies. The new institutional economics, however, emphasizes the
importance of the institutional environment in enterprise behavior. North's (1990) institutional change theory
points out that government policies can influence the institutional framework within which enterprises
operate. In the context of SME financing, the "financial repression™ and "financial deepening™ theories
(McKinnon & Shaw, 1973) help explain SMEs' financing difficulties and the rationale for policy
interventions. Schumpeter's (1934) innovation theory provides a theoretical basis for government support of
SME innovation. These theories, intertwined, offer a multi-dimensional perspective for understanding the
complex relationship between government policies and SME development, and also form a solid theoretical
foundation for this study.

2.3 Research Significance

Systematically examining the impact of government policies on SMEs holds great theoretical and practical
significance. Theoretically, it can further uncover the complex interaction mechanisms between policies and
SME development, filling the gaps in the current literature regarding policy dynamics and situational
applicability (Sun et al., 2024; Zhao & Li, 2024). Practically, this research provides a scientific basis for
policymakers to optimize policy design and implementation. It also offers valuable references for countries
around the world in promoting SME development. Moreover, by emphasizing the fairness and efficiency of
policies in the process of SME development, it can promote more inclusive and sustainable policy innovation.
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2.4 Research Gaps and Improvements
Previous research on the impact of policies on SMEs has several limitations.

First, the impact of policies on SMEs is closely related to enterprise characteristics such as scale, industry
type, and development stage. However, the adaptability of policies to different enterprises has not been
thoroughly explored. For example, Zhang and Wang (2023) pointed out significant inequalities in the access
of Chinese small and micro-enterprises to government support, with larger medium-sized enterprises being
more likely to obtain policy resources. Yang and Wang (2023) also proposed that enterprises with a strong
entrepreneurial orientation are better at utilizing government support policies, while traditional conservative
enterprises may struggle to benefit.

Second, policy effects are influenced by regional economic development levels and government
implementation capabilities. Although studies like Chen et al. (2022) found that during the COVID-19
pandemic in China, policy implementation efficiency differed between developed and underdeveloped
regions, leading to varying benefits for SMEs, there is a lack of in-depth analysis of these differences. A
study in Zimbabwe (Musabayana & Mabvuure, 2022) showed the importance of policy implementation
transparency and fairness, but further exploration is needed.

Third, existing studies mostly focus on the short-term effects of single policies, neglecting the synergistic
effects of policy combinations and their long-term impacts. Zhou (2022) noted that the combination of
innovation-funding policies and financing support policies may have a greater promoting effect on enterprise
growth, but its specific mechanism remains unclear. This study aims to address these gaps by conducting in-
depth research on enterprise-policy adaptability, regional differences in policy implementation, and policy
combinations and their long-term impacts.

2.5 Theoretical Foundation of Policy Synergy

In addition to the theories mentioned above, policy synergy also has its own theoretical basis, which is crucial
for understanding how different government policies interact to affect the development of SMEs. Policy
synergy refers to the phenomenon where multiple policies work together in a coordinated manner, and the
combined effect is greater than the sum of the individual effects of each policy. This concept is closely
related to the Policy Mix Theory and System Dynamics Model.

The Policy Mix Theory posits that different policy tools can be combined in various ways to achieve specific
policy goals. For example, in the context of SME development, a combination of financial subsidy policies
and tax-incentive policies can be used to alleviate SMEs' financial burdens and promote their growth. The
choice and combination of these policies depend on the specific situation of SMEs, such as their industry
type, development stage, and regional characteristics. Different policy combinations can have different
impacts on SMEs. Complementary policy combinations, for instance, enhance each other's effects. A policy
providing financial subsidies for R&D activities in combination with a policy offering tax breaks for
innovative products can jointly encourage SMEs to invest more in innovation. Substitute policy
combinations, on the other hand, can replace each other to some extent in achieving certain policy objectives.
For example, in some cases, direct financial support and loan guarantee policies can be substitutes for solving
SMEs' financing problems. However, there may also be conflicting policy combinations. An overly strict
environmental protection policy might conflict with a short - term economic stimulus policy for SMEs in
polluting industries, as the former may increase the compliance costs of SMEs, while the latter aims to
promote their rapid growth with fewer restrictions.

The System Dynamics Model can be used to analyze the complex interactions and feedback loops within
policy systems. It takes into account the dynamic relationships between different policies, the external
environment, and the behavior of SMEs. In this model, policies are seen as a system where changes in one
policy can trigger a series of reactions in other policies and the overall economic environment. For example,
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an innovation-promoting policy may lead to increased R&D investment by SMEs, which in turn may
increase their demand for capital. This will then influence the effectiveness of financing policies. By using
this model, we can better understand the long-term and dynamic impacts of policy synergy on SME
development.

The role of policy synergy in SME development is achieved through several paths. First, it can improve
resource allocation efficiency. Different policies can target different aspects of SME development, such as
financing, innovation, and market expansion. When these policies are coordinated, resources can be allocated
more effectively to meet the diverse needs of SMEs. Second, policy synergy can enhance policy
effectiveness. Complementary policies can strengthen each other's functions, for example, innovation-
incentive policies and talent-introduction policies can jointly promote the innovation capabilities of SMEs.
Third, it can help to adapt to complex and changing economic environments. As the economic situation and
market conditions change, a coordinated set of policies can better respond to various challenges and
opportunities.

To evaluate the policy synergy, several indicators can be used. One important indicator is the impact on SME
performance. This can be measured by changes in financial performance indicators such as profitability,
growth rate, and market share. For example, if a combination of innovation and financing policies leads to a
significant increase in an SME's profit margin and market share, it indicates positive policy synergy. Another
indicator is the degree of resource utilization. Efficient policy synergy should lead to a higher utilization rate
of resources, such as a more efficient use of government subsidies and financial support. Additionally, the
adaptability of SMEs to the policy environment can also be an indicator. If SMEs can quickly and effectively
respond to a set of coordinated policies, it shows that the policy synergy is working well.

3. Research Methods
3.1 Literature Analysis Methodology

This study employs the Systematic Literature Review (SLR) method, which is distinct from meta-analysis
and bibliometric analysis in its systematic and scientific approach (Dansese & Romano, 2018). The SLR
method can effectively reduce subjective bias in literature retrieval and construct a knowledge framework
for the target research field based on existing literature. The process of SLR involves several steps: first,
clearly defining the research objects and setting conceptual boundaries according to the research objectives;
second, formulating search and exclusion rules in terms of research subjects, time, published journals, etc.;
third, filtering samples based on these rules by searching and quickly reviewing literature titles and abstracts;
fourth, conducting internal coding and analysis of the retained samples from multiple angles, including basic
information and main research contents; and finally, presenting the results and discussions, evaluating the
literature from the perspectives of discipline and research focus.
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Figure 1: Systematic Literature Review Method
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3.1.1 Study Selection and Data Extraction

This study conducted literature retrieval in multiple large-scale academic journal databases, including Web
of Science, Scopus, EBSCOhost, and CNKI, covering the period from 2004 to 2024. A series of keywords

and their combinations were used, such as "small and medium-sized enterprises”, "government policies",

"financing support policies”, "innovation-incentive policies", "sustainable development policies", "policy
synergy", "policy mix", "policy interaction", and "policy effectiveness". To ensure the quality, convergence,
and reliability of the research literature, only journals in the Q2 and above partitions of SSCI/SCI/JCR, as
well as CSSCI and CSCD journals, were selected for screening. After a meticulous process of reading each
retrieved result and excluding duplicate literature, book reviews, and non-academic research literature, a
total of 103 academic papers on the impact of policies on SME development were obtained. Considering the
comprehensiveness and representativeness of the research, the languages of the literature were restricted to
English and Chinese, with 85 English-language and 16 Chinese-language literatures. The data collection was
carried out in an orderly manner from November to December 2024. During the preliminary screening of
literature, multiple key criteria were used to evaluate and screen the retrieved literature, such as the relevance
of the research topic, the scientificity of the research method, the reliability of the data source, and the
rationality of the research conclusion, to ensure that the included literature were of high quality and had
significant research value.

3.1.2 Quality Assessment

The quality of these thirty-one papers was selected using the Joanna Briggs Institute Critical Appraisal
checklist of systematic reviews. Two reviewers made decisions on their eligibility and quality and
disagreements that arose were solved through negotiations. Finally, 21 papers gained the required quality
score of 6.5 from 103 research articles. This study excluded review articles, pilot studies, working papers,
reports or unpublished Ph.D. dissertations, books, symposiums, supplementary, prospective, or intervention
studies, and those published in other languages.

3.2 Literature Retrieval

The selected literature focuses on exploring the specific impacts of government policies on the financial
status, operational performance, technological innovation, and market competitiveness of SMEs. They also
pay attention to the differential responses of SMEs in different industries, scales, and regions to policies, as
well as how the regional economic development level, industrial structure, and institutional environment
moderate the impact of government policies on SME development. A variety of research methods are
employed in this literature, including quantitative analysis, case studies, and questionnaires. The
comprehensive use of these methods provides rich evidence and in - depth understanding for researching the
impact of policies on SMEs. Literature studies cover multiple policy tools, such as financial subsidies, tax
incentives, financial policies, and industrial policies, and explore how these tools individually or jointly
affect the development of SMEs. Generally, the literature finds that government policies have a positive
impact on SMEs, especially in providing financial support, promoting technological innovation, and
enhancing market competitiveness. However, they also point out issues in policy implementation, such as
resource misallocation, ownership and scale discrimination, and unbalanced regional development.

Judging from the publication time of the retrieved papers, the earliest English-language literature on the
impact of policies on SMEs dates back to 2000. Since 2016, the number of related studies has increased
rapidly, and the number of publications in 2022 reached a certain level, showing an obvious upward trend.
The earliest Chinese-language literature appeared in 2016, lagging behind the English-language literature by
about 5 - 6 years. There was explosive growth around 2019, and the number of publications in 2022 also
reached a notable level, with a significant upward trend.
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Figure 2: Searching Literature publishing trend chart
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Figure 3 PRISMA flow diagram for the impact of government policies on SMEs.
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This PRISMA flow diagram outlines the process of identifying, screening, and selecting studies for inclusion
in the systematic literature review on the impact of government policies on Small and Medium-sized
Enterprises (SMEs). The process began with the identification of 103 records from academic databases. After
deduplication, all 103 records were screened for eligibility. No records were removed during this stage,
indicating a high relevance to the research topic.

In the eligibility stage, all 103 full-text articles were assessed. No articles were excluded based on non-
academic literature, weak relevance, or duplicate publication, suggesting that the initial screening criteria
were effective in identifying relevant studies. Ultimately, 21 studies were included in the qualitative
synthesis, providing a robust foundation for the analysis of policy impacts on SMEs.

This systematic approach ensures that the review is comprehensive and methodologically sound, allowing
for a thorough examination of the effectiveness of various policies in areas like financing, innovation, and
internationalization for SMEs.

This PRISMA flow diagram outlines the process of identifying, screening, and selecting studies for inclusion
in the systematic literature review on the impact of government policies SMEs. The process began with the
identification of 103 records from academic databases. After deduplication, all 103 records were screened
for eligibility. No records were removed during this stage, indicating a high relevance to the research topic.

In the eligibility stage, all 103 full-text articles were assessed. No articles were excluded based on non-
academic literature, weak relevance, or duplicate publication, suggesting that the initial screening criteria
were effective in identifying relevant studies. Ultimately, 21 studies were included in the qualitative
synthesis, providing a robust foundation for the analysis of policy impacts on SMEs.

This systematic approach ensures that the review is comprehensive and methodologically sound, allowing
for a thorough examination of the effectiveness of various policies in areas like financing, innovation, and
internationalization for SMEs.

3.3 Inclusion Criteria

Literature included in this study must meet the following criteria: First, they must clearly and precisely focus
on the core topic of the impact of government policies on the development of SMESs, covering but not limited
to policy effects and influences on SMEs in key areas such as financing, innovation, internationalization,
and sustainable development. Second, in terms of research methods, preference is given to literature that
adopts empirical research methods, such as rigorous quantitative analysis, detailed case studies, and
representative survey research.

At the same time, qualitative research literature with profound theoretical insights and strong theoretical
depth are also included. Third, the definition of SMEs in the research should conform to the standards
generally recognized in the academic and practical fields at home and abroad to ensure the consistency and
comparability of the research objects. Fourth, the sources of literature are limited to academic journals with
high academic reputation and influence, professional conference proceedings, working papers issued by
authoritative research institutions, and other literature platforms with certain academic value and authority
to ensure the academic quality and credibility of the literature.

The types of literature to be excluded mainly include non-academic news reports, general commentary
articles, publicity materials lacking substantial research content, etc. This literature cannot provide valuable
information for this research due to the lack of rigorous research methods and in-depth theoretical analysis.
Also excluded are literature with weak relevance to the theme, which only mentions the relationship between
government policies and SME development indirectly or fail to explore it deeply and systematically. Such
literature are difficult to make substantial contributions and offer targeted insights to the core research
questions. Additionally, duplicate-published literature and those with serious data quality problems (such as
inaccurate data, unreasonable sample selection, and obvious defects in research methods) are excluded to
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avoid misleading influences and unnecessary interference with the research results. In addition, this study
also refers extensively to various reports, policy documents officially released by the government, and
professional statistical data to supplement and improve the policy background information, the actual policy
implementation situation, and relevant data details, ensuring that the research can be conducted based on a
comprehensive and accurate information foundation for in-depth analysis and comprehensive elaboration.

The details are as shown in the following table:

Table 2: Inclusion Criteria

Standards Specific Contents
The literature must clearly and precisely focus on the impact of
government policies on the development of small and medium-sized
Theme Focus | enterprises, covering but not limited to the policy effects and influences
on small and medium-sized enterprises in key areas such as financing,
innovation, internationalization, and sustainable development.
Priority is given to literature that adopts empirical research methods
Research (such as _rigorous quantitative analysis, .detailed. c_ase studies,
Methods rfepresentatlye survey researc.h, .etc-.), while qualitative - research
literature with profound theoretical insights and strong theoretical depth
is also included.
Inclusion
Criteria Definition of
Small  and | The definition of small and medium-sized enterprises in the research
Medium- objects needs to conform to the standards generally recognized in the
sized academic and practical fields at home and abroad to ensure the
Enterprises consistency and comparability of the research objects.
The sources of literature are limited to academic journals with high
academic reputation and influence, professional conference
Literature proceedings, working papers issued by authoritative research
Sources institutions, and other literature platforms with certain academic value
and authority to ensure the academic quality and credibility of the
literature.
Non- Exclyc_ie non—ac_ademic rlews reports_, general commentary articles,
academic publicity materials lacking substantial research content, etc. Such
. literature cannot provide valuable information for this research due to
Literature . . . .
the lack of rigorous research methods and in-depth theoretical analysis.
Exclude literature with weak relevance to the theme, which only
mentions indirectly or does not deeply and systematically explore the
. Weak relationship between government policies and the development of small
Exclusion . . . . - .
Criteria Relevance and med.lum-S|ze(-j en-terprlses. Such Iltt.arat-ure is difficult to provide
substantive contributions and targeted insights to the core research
guestions.
Exclude duplicate published literature and literature with serious
Duplicate problems in data quality (such as inaccurate data, unreasonable sample
. selection, obvious defects in research methods, etc.) to avoid
Publication . L .
misleading influences and unnecessary interference on the research
results.
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3.4 Research Screening and Data Extraction

A comprehensive, meticulous, and stringent screening process was implemented for the 103 retrieved
literature to guarantee the fairness of the screening and the reliability of the outcomes. During the data
extraction phase, key information was carefully culled from each included literature to underpin subsequent
analysis.

The selection of the 21 included literature was guided by two primary factors. In terms of theme relevance,
this literature was chosen as it closely centered on the impact of government policies on SMEs, with a strong
focus on policy synergy, a core aspect of this study. They comprehensively explored how various policies
interacted with and influenced SME development in areas like financing, innovation, and internationalization.
For example, several of this literature specifically examined the combined effects of innovation-support and
financing-related policies on SME growth, aligning directly with the research questions.

Research method representativeness was also a crucial factor. The 21 literatures employed a diverse array of
empirical research methods, including in-depth quantitative analysis, detailed case studies, and
comprehensive surveys. This methodological variety enabled a multi-dimensional exploration of the
research topic. Some studies utilized econometric models for quantitative policy-effect analysis, while others
offered qualitative insights through case studies of SMEs in different regions and industries. This
combination provided a more holistic understanding of the policy- - SME relationship.

When comparing the included and excluded literature, notable differences emerged in regional distribution
and policy types. The 21 included literature had a broader and more balanced regional coverage,
encompassing regions such as China, the US, Europe, and Asian emerging economies. This wide-ranging
regional scope was essential for capturing the varied impacts of policies across different economic and
institutional settings. Conversely, many excluded literatures were region-specific, often focusing on a single
country's policies, which limited their suitability for a comprehensive, global-scale analysis.

Regarding policy types, the included literature covered a comprehensive range of policies relevant to SME
development, including financial subsidies, tax incentives, innovation-promotion, and internationalization -
related policies. They also investigated policy interactions, in line with the study's focus on policy synergy.
In contrast, excluded literature often concentrates on one or two policy types. For instance, some only
analyzed financial subsidies in isolation, neglecting the interaction with other policies, making them less
relevant for understanding the complex policy - SME dynamics.

In conclusion, the 21 included literatures were carefully selected for their high - relevance themes and
representative research methods. Their broader regional distribution and wider policy - type coverage,
compared to the excluded literatures, minimized potential sample bias, ensuring a comprehensive and
accurate exploration of the impact of government policies on SME development.

3.5 Literature Synthesis by Establishing an Excel Research Database

To systematically manage and analyze the extracted data, 21 articles closely related to the direction of
research of this paper were selected from the 103 retrieved literature, and an Excel research database was re-
established. This database not only stores the key information of each literature but also enables
comprehensive evaluation and comparative research of the literature through data organization and analysis
functions. It also provides solid data support for subsequent theoretical construction and policy
recommendations.

First, key information such as the author, year, research region, research method, research design method,
and variable types was extracted from these 21 articles and entered into an Excel table. Then, the entered
data was classified and organized to facilitate subsequent analysis and comparison. In particular, policy types,
SME characteristics, and policy-effect indicators were classified and summarized. Subsequently, data
analysis was performed. Using the data-analysis functions of Excel, such as sorting, filtering, and pivot tables,
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a multi-dimensional analysis of the data was carried out. For example, pivot tables were used to analyze the
impact of different policy types on the performance of SMEs, or to compare the differences in policy
implementation effects in different regions. Finally, the analysis results were presented in the form of charts,
tables, etc., intuitively showing the multi-dimensional impact of policies on the development of SMEs. For
instance, a trend chart of the change of policy-effect indicators was drawn, or a comparison table of the
effects of different policy types was made.

3.5.1 Distribution of Research Methods

Based on the statistical results, the number of times of original research is the largest, reaching 16, which is
much higher than the number of times of conceptual analysis and review. This may indicate that in the
research field of the impact of policies on SMEs, researchers tend to carry out innovative original research
to explore new viewpoints, theories, or empirical results. The number of times of conceptual analysis is the
least, probably because this method focuses more on theoretical construction and concept exploration. In the
current research environment, the demand for actual data and empirical results is more urgent. Review-type
research has a certain number of uses, which helps to summarize and sort out the existing research results
and provide references for subsequent research.

Figure 4 : Distribution of Research Methods

B Conceptual Analysis M Review M Original

Source: Compiled by the author based on the analyzed literature
3.5.2 Distribution of Main Research Fields

From these data, it can be inferred that in the research on the impact of policies on SMEs, the impact of
policies themselves is the most popular research field. This indicates that researchers pay great attention to
how policies act on SMEs and the various effects they produce. Policies are important external factors
influencing the development of SMEs. Understanding the specific impacts of policies can help the
government formulate more effective policies and enable SMEs to better adapt to the policy environment.
For example, research on the impact of tax policies and subsidy policies on the financial status and market
competitiveness of SMEs.

The development of SMEs is also a relatively concerned field. After all, one of the ultimate goals of policies
is often to promote the sound development of SMEs. Research in this field may involve the growth paths of
SMEs, the improvement of innovation capabilities, market expansion, etc., in order to explore how to
promote the sustainable development of SMEs through policy guidance and support.

However, the number of studies in fields such as corporate governance, international business, and
intellectual property policies is relatively small. This may mean that these fields have not been fully explored
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in the current research system. Corporate governance is crucial for internal management and decision -
making efficiency of SMEs.

Due to the scale and characteristics of SMEs, it may be easily overlooked in research. The relatively small
number of studies in the international business field may be because the degree of participation of some
SMEs in the international market is relatively low, or the difficulty of conducting relevant research is
relatively high, such as involving cross - border data collection and policy comparison in different countries.
The relatively few studies on intellectual property policies may be because the awareness and ability of
SMEs in intellectual property protection and utilization are relatively weak and have not attracted sufficient
research attention.

Figure 5. Distribution of Main Research Fields
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3.5.3  Analysis of Key Factors Affecting the Impact of Policies on SMEs
1. Analysis of Key Independent Variable Factors

Judging from the factors with a relatively high number of mentions among the independent variables, firm
size is mentioned the most (Zhang & Wang, 2023; Yang & Wang, 2023). This indicates that when studying
the impact of policies on SMEs, the scale of the enterprise itself is a very crucial consideration factor. SMEs
of different sizes vary in resource acquisition, market competitiveness, etc., and the impact of policies on
them may be completely different (Zhang & Wang, 2023). For example, large-scale SMEs may be more
likely to obtain government subsidies and financial support, while small-scale SMEs may need more targeted
policy support to break through development bottlenecks (Yang & Wang, 2023).

Government subsidies (Government Support Policies, GSP, Subsidy) and financial support policies also
have a relatively high number of mentions (Sun et al., 2024; Boschmans et al., 2020). This shows that the
government's financial support and financial policies play an important role in influencing the development
of SMEs and are key policy factors that researchers focus on. Government subsidies can directly relieve the
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financial pressure of SMEs and promote enterprise technological innovation and equipment upgrading (Sun
etal ' 2024); financial support policies can help improve the financing environment of SMEs and enhance the
enterprise's capital liquidity (Boschmans et al., 2020).

Figure 6. Distribution of Independent Variables
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2. Analysis of Key Dependent Variable Factors

Among the dependent variables, SME performance appears the most frequently. This reflects that the core
concern of the research is how policies affect the business performance of SMEs. The ultimate goal of
policies is often to improve the performance of SMEs. As Beck and Demirguc-Kunt (2006) pointed out, the
development of SMEs is of great significance for economic growth and employment creation, and policies
play a key role in promoting the performance improvement of SMEs. Therefore, researchers analyze the
relationship between policies and enterprise performance through various methods.

Financing capacity and employee situation rank second in the number of mentions, indicating that the impact
of policies on the financing of SMEs and their role in the enterprise's human resources are also research
focuses. The financing problem has always been a key issue plaguing the development of SMEs. As the
"financial repression” theory proposed by McKinnon (1973) and Shaw (1973) states, developing countries
generally have problems such as imperfect financial markets and interest rate controls, resulting in financing
difficulties for SMEs. The improvement of the financing environment by policies can directly affect the
survival and development of enterprises. For example, measures such as providing financing guarantees can
create more favorable financing conditions for SMEs (Boschmans et al., 2020). Employees are the core
resources of an enterprise. The impact of policies on employee recruitment, training, benefits, etc. will
indirectly affect the enterprise's performance. This is in line with Schumpeter's (1934) innovation theory.
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SMEs have unique advantages in innovation due to their flexibility and sensitivity to market changes, and
employees are the core driving force of innovation. Policy supports for employees helps to enhance the
enterprise's innovation ability and performance.

Figure 7. Distribution of Dependent Variables
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3.6 Discovering New Insights through the Analysis of Research Themes
1. Summary of the Research Status

Judging from the current data analysis, the current research on the impact of policies on SMEs shows the
following characteristics. In terms of research methods, original research is highly favored, while conceptual
analysis is relatively less used, and review-type research plays a role in sorting out existing results. The main
research fields focus on policy impacts and SME development, and other fields such as corporate governance
and international business are relatively less studied. In the analysis of key factors, firm size, government
subsidies, and financial support policies are more concerned among the independent variables, and SME
performance, financing capacity, and employee situation are the research focuses among the dependent
variables.

2.Suggestions for Future Research Directions

Expand Research Fields: Strengthen research in fields such as corporate governance, international business,
and intellectual property policies. Although these fields have relatively few studies at present, they are
equally important for the long - term development of SMEs. For example, study how to guide SMEs to
improve their corporate governance levels through policies to enhance their competitiveness; explore how
policies can help SMEs better participate in international business activities and expand overseas markets;
analyze the incentive effect of intellectual property policies on SME innovation, etc.
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Comprehensively Use Research Methods: On the basis of mainly relying on original research,
appropriately increase the proportion of conceptual analysis, strengthen theoretical construction, and provide
a more solid theoretical foundation for empirical research. At the same time, multiple research methods can
be combined. For example, combine empirical research with case analysis to more deeply analyze the impact
mechanism of policies on SMEs.

Pay Attention to Emerging Policy Factors: With the development of the economy and society, hew policy
factors will continue to emerge, such as policies related to the digital economy and green development.
Future research should pay timely attention to the impact of these emerging policies on SMEs and provide
more forward-looking suggestions for policy-making and enterprise development.

Overall, the current policies for SMEs lack long-term follow-up research. Current research mostly focuses
on the short-term impact of policies on SMEs and lacks future-oriented and long-term follow-up research.
For example, observing the continuous impact of policies on SMEs at different time stages and how SMEs
adapt to policy changes to achieve sustainable development.

4. Findings
4.1 Research Identification

Through extensive and systematic literature retrieval, this study obtained a total of [101] pieces of literature
related to the impact of government policies on the development of SMEs. After a rigorous screening and
evaluation process in accordance with the established criteria, 21 high - quality and highly relevant literatures
were finally carefully determined as the objects of in - depth analysis. These research literatures
comprehensively cover the research results from 2003 to 2023. Their research regions widely involve many
countries and regions around the world, including but not limited to China, the United States, European
countries, other emerging economies in Asia, and some African and Latin American countries with different
economic development levels. Among them, the research results of China and developed economies such as
Europe and the United States are relatively more abundant and in-depth. This not only reflects the important
position of SMEs in the economic structure of these regions but also highlights the high attention and
emphasis of academia and policymakers on the development of SMEs and the role of government policies.
In the construction of the research framework, through a rigorous and progressive exclusion process,
literature that does not meet the inclusion criteria, such as non-academic literature, literature with weak
research topic relevance, and literature with data quality problems or research method defects, were
effectively excluded. This ensures that the finally included literature have a high degree of pertinence,
representativeness, and reliability, providing a solid and reliable foundation for subsequent in - depth and
detailed analysis work and guaranteeing the accuracy and credibility of the research results.

4.2 Research Characteristics

From the perspective of research methods, quantitative research methods dominate in this field. Empirical
research based on large-scale data collection, statistical analysis and research using econometric models to
accurately evaluate policy effects are relatively common. In the exploration of the impact of government
policies on the development of SMEs, many scholars have carried out rigorous research. Zhang and Wang
(2023) analyzed 517 policies from 2000 - 2020 and used methods such as fixed-effects regression to clarify
the impact of China's fiscal and financial policies on the investment efficiency of SMEs and their action
mechanisms; Chen et al. (2022) used ESIEC data and multiple analysis methods to quantify the impact of
policies on the operations of SMEs during the epidemic; Sun et al. (2024) used database data and, through
multiple models, analyzed and clarified the impact and mechanisms of different subsidy policies on the
financing of SMEs; He et al. (2022) based on A - share data, through regression models, etc., quantified the
impact of innovation subsidy policies on enterprise technological innovation and revealed the policy effects
and the moderating role of financing constraints (Zhang & Wang, 2023; Chen, Cheng, Gong, & Li, 2022;
Sun, Wang, Huang, & Li, 2024; He, Shan, & Zhong, 2022).
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Through rigorous experimental designs, scientific data collection and processing, these studies can
accurately quantify the degree of impact, direction, and action mechanisms of government policies on the
development of SMEs. For example, regression analysis and other statistical means are used to clarify the
causal relationship and elasticity coefficients between policy variables and enterprise performance indicators,
providing a solid quantitative basis for policy-effect evaluation. At the same time, the case-study method has
also been widely used. By deeply analyzing the detailed development process, coping strategies, and actual
effects of specific SMEs in a specific policy environment, it provides rich and vivid micro-situational
information for in - depth understanding of the actual implementation effects, action details, and real-world
challenges of policies at the enterprise level. For example, an in-depth case analysis of representative SMEs
in a specific industry in a certain region can clearly show the transmission path, action mode of policies in
the actual operation process of enterprises, and the feedback and adaptation mechanisms of enterprises to
policies, providing strong practical support and real-world case verification for theoretical research.

In terms of research objects, the types of SMEs show significant diversity, widely covering different industry
fields such as manufacturing, services, high-tech industries, and agriculture, as well as enterprises at different
development stages such as start-up, growth, maturity, and transformation stages, and enterprises of different
scales such as micro, small, and medium-sized enterprises. This diversity enables the research results to
comprehensively and meticulously reflect the differential impacts and action effects of government policies
in different enterprise situations, revealing the enterprise heterogeneity factors that need to be fully
considered in the process of policy formulation and implementation, and providing rich empirical evidence
and practical reference for formulating more precise and effective SME support policies.

4.3 Research Summary

In the field of financing support, research has found that financial subsidy and tax - preference policies have
alleviated the financing difficulties commonly faced by SMEs to a certain extent. Especially for SMEs in
some capital-intensive industries, the government subsidy policy can significantly enhance their financing
capabilities and the availability of funds (Sun et al., 2024). However, there are significant differences in
policy effects among different regions. In some regions, due to factors such as insufficient policy
implementation strength, imperfect market environment, or limitations of enterprises have not been able to
fully benefit from relevant financing support policies (Prasannath et al., 2024), which highlights the
importance of regional adaptability and supporting measures in the policy implementation process.

In terms of innovation incentives, innovation subsidies and intellectual - property protection policies have a
positive promoting effect on the innovation capabilities of SMEs, especially in high-tech industries. These
policies can effectively stimulate enterprises to increase R&D investment and promote the output and
transformation of technological innovation achievements (He et al., 2022). However, a single innovation
policy often fails to achieve the best results. The coordinated combination and application of multiple
government policy tools have shown more significant results in promoting enterprise innovation behavior
(Zhao & Li, 2024), which provides a clear direction for further optimizing the innovation-incentive policy
system, that is, paying attention to the combination and synergistic effects of policy tools.

In terms of policy synergy, although the existing literature has explored different policy tools to a certain
extent, there is still a lack of comprehensive, systematic, and in-depth analysis and understanding of the
coordinated cooperation mechanisms and action effects among numerous Chinese government policies. This
indicates that there is still a large research space and practical challenges in optimizing the design of policy
combinations, giving full play to synergistic effects, and enhancing the overall effectiveness of the policy
system. It is urgent to further explore how to construct a more scientific, reasonable, and effective policy
combination system to better meet the diverse actual needs of different types of SMEs at various
development stages, maximize policy synergy benefits, and thus provide more powerful policy support for
the sustainable development of SMEs.
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4.4 Classification of Existing Policy Synergy Research and Specific Manifestations in China

In existing policy synergy research, various policy combinations like complementary, substitute and
conflicting ones have been identified. However, current analyses typically only conclude that “policy
combinations are more effective,” lacking in-depth exploration of synergy mechanisms and boundary
conditions. To fill this gap, we conduct a qualitative analysis of policy synergy cases, extract key success
factors, and utilize the network analysis method (such as policy - tool co - occurrence networks) to reveal
common policy-combination patterns.

1. Qualitative Analysis of Policy Synergy Cases

Take the interaction between innovation and financing policies in China. In Shenzhen's high-tech SME
clusters, the local government offers innovation-incentive policies, including patent - application subsidies
and R & D project approvals. These policies inspire SMEs to invest in R & D. Meanwhile, in line with
financing policies, financial institutions provide preferential loans to these innovative SMEs. This combined
approach has significantly spurred the growth of high - tech SMEs in the area.

The key success factors of this synergy are as follows:

Policy Timing: Innovation policies are rolled out first to ignite SMESs' innovation drive. Once SMEs show
innovation potential, financing policies are promptly implemented to meet their capital demands. This
sequential execution ensures that policies support each other at different enterprise-development stages.

Coordination among Implementing Agencies: Effective communication and coordination are essential
between the government departments overseeing innovation policies and the financial institutions
implementing financing policies. In Shenzhen, there might be information-sharing platforms or mechanisms
between the science and technology department and financial regulatory authorities. This enables financial
institutions to quickly identify and support innovative SMEs.

2. Network Analysis of Policy Combinations

Using the method by Flanagan et al. (2011), we construct a policy - tool co-occurrence network based on
data from the Excel research database. In this network, each policy tool is a node, and co - occurrences in
the same literature form edges. Edge thickness indicates co-occurrence frequency.

The analysis reveals several common policy-combination patterns:

Innovation - financing - talent - related policies: Innovation - subsidy, financing - support (like low-
interest loans and venture-capital support), and talent-introduction policies frequently co-occur. Innovation
demands capital and talent. Financing policies supply funds, and talent-introduction policies ensure SMEs
have the human resources for innovation. For instance, in some high-tech industrial parks, the local
government provides R&D subsidies, encourages financial institutions to offer innovation-related loans, and
has talent-attraction policies for SMEs.

Market - access - export - promaotion - international - cooperation policies: For international-oriented
SMEs, market - access, export - promotion (such as export subsidies and exhibition support), and
international - cooperation - promoting policies often appear together. These policies help SMEs enter
international markets, expand overseas businesses, and boost their international competitiveness.

In conclusion, understanding policy-combination types, their manifestations in China, key synergy success
factors, and common combination patterns through network analysis is crucial for optimizing SME policy
systems and promoting sustainable development.
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5. Discussion
5.1 Importance of Research Results

This study aims to deeply explore the impact mechanisms, action effects, existing problems, and challenges
of government policies on the development of SMEs through a comprehensive and systematic literature
review, to provide valuable information and basis for policymakers, researchers, and SME managers,
promote the deepening of academic research in this field and the optimization of practical applications, and
promote SMEs to achieve more stable and sustainable development with the support of policies, thereby
contributing to the prosperity and progress of the overall economy.

The importance of the research results is reflected at multiple levels. For policymakers, clarifying the
advantages and disadvantages of existing policies in the implementation process helps to accurately identify
the directions and key points of policy optimization, optimize policy design, adjust resource allocation
strategies, and improve the pertinence, effectiveness, and synergy of policies. For example, in terms of
financing policies, based on the differential feedback of policy effects in different regions, policymakers can
targeted improve the policy implementation methods, increase supervision and support for regions with
ineffective policy implementation, or customize and adjust financing policy tools and parameters according
to the characteristics of regional industries and enterprise demand characteristics to ensure that policies can
effectively benefit SMEs and improve the utilization efficiency of policy resources and social benefits (as
Zhang and Wang pointed out in their 2023 study, the precise implementation of policies is crucial for the
development of SMES).

For SME managers, a deep understanding of the impact mechanisms and action effects of policies on
enterprise development helps them keenly capture policy opportunities, formulate development strategies
that are more in line with the actual situation of the enterprise and the market environment, and make full
use of policy support to enhance the core competitiveness and sustainable development capabilities of the
enterprise. For example, according to the orientation and incentive measures of innovation policies,
reasonably plan the direction and intensity of the enterprise’s R&D investment, optimize the internal
innovation management mechanism, and improve the enterprise's utilization of policies (this is consistent
with the research conclusion of He et al. in 2022, that is, innovation policies have a significant promoting
effect on the technological innovation of SMEs).

5.2 Research Limitations

In terms of research limitations, although we strive to follow the rigorous process of systematic literature
review, some inherent problems cannot be completely eliminated. First, although the literature retrieval
covers multiple authoritative databases, there may still be some relevant literature that are not included,
especially some research results in emerging fields or literature written in languages other than English and
Chinese. This may lead to an incomplete understanding of the policy impacts in certain specific regions or
niche research directions (as Lerner mentioned in 2009, research in different languages and fields may have
certain limitations). Second, in terms of research methods, most literature focuses on quantitative and
qualitative analysis, and there are relatively few studies using innovative research methods such as those
based on complex system theory or behavioral economics experiments. This limits, to a certain extent, our
in-depth understanding of the policy impact mechanisms. Third, due to differences in data collection and
indicator measurement in different studies, the comparability of research results is affected to a certain extent,
which also brings challenges to our comprehensive analysis and extraction of unified conclusions (this is
consistent with Zhou's research view in 2022, that is, policy research requires more comprehensive and
diversified methods).
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5.3 Research Contributions

However, the contributions of this study are also remarkable. At the theoretical level, the characteristic
theoretical model constructed in combination with China's national conditions and development stage
provides a new perspective for explaining the unique mechanism of government policies on the development
of SMEs, filling the gaps in previous theories in this regard, helping to promote the development of academic
research in a more practical - oriented direction, and providing a basic framework for subsequent scholars to
further explore the relationship between policies and enterprise development (as North emphasized in 1990,
the importance of the institutional environment for enterprise development, and our research provides new
theoretical support for this field). At the practical level, through in-depth analysis of policy synergy, we
provide valuable references for constructing a policy combination system that adapts to the characteristics
of different development stages, industries, and regions of SMEs. Policymakers can formulate and adjust
policies more precisely based on our research results, improve the allocation efficiency of policy resources,
avoid waste and misallocation of resources, so as to better meet the diverse needs of SMEs, promote the
healthy growth of SMEs, and enhance the vitality and stability of economic development.

SME managers can also obtain inspiration from research, better understand the policy intentions, optimize
enterprise strategic decisions, and actively align with the policy orientation to enhance the competitiveness
and survival ability of enterprises in the market, achieve the sustainable development of enterprises, play a
greater role in promoting employment growth, technological innovation, and industrial upgrading, and
contribute to the prosperity of the social economy. It also provides Chinese experience and practical models
with reference significance for the development of SMEs worldwide, enhancing China's international
influence and discourse power in this field (this is consistent with the research findings of Ayyagari et al. in
2011, that is, the importance of SMEs to the global economy, and our research provides more powerful
support for their development).

This systematic literature review comprehensively sorts out and deeply analyzes the relevant research on
government policies and the development of SMEs in the past decade. Through rigorous research methods,
it reveals the effectiveness and deficiencies of policies in the financing, innovation, etc. of SMEs, as well as
the lack of research on policy synergy. The research results highlight the urgency and importance of
optimizing policy combinations and enhancing policy precision and synergy. It provides a basis for decision-
making for policymakers and enterprise managers and has a certain value in both theoretical and practical
fields. However, the research also has limitations. Future research can start from directions such as expanding
literature sources, innovating research methods, and strengthening interdisciplinary research to further
deepen the understanding of this field, provide more powerful support for the sustainable development of
SMEs, promote more scientific and effective government policy-making and implementation, help SMEs
move forward steadily in the complex and changeable economic environment, contribute more to the
continuous prosperity of the national economy, and offer more wisdom and solutions to the global research
on the development of SMEs.
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