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[Abstract] Small and medium—sized enterprises (SMEs) play a crucial role in economic development, with their
innovation drive directly impacting the overall economic vitality and competitiveness. This paper focuses on
three key factors influencing SME innovation: green finance, business environment, and innovation incentive
policies. It explores their synergistic effects and their role in promoting innovation in SMEs. Green finance, as an
essential tool for guiding capital flows to support sustainable development, has attracted growing attention. The
paper first analyzes the definition and characteristics of green finance and its impact mechanism on SME
innovation, drawing insights from international green finance policies. With the acceleration of globalization and
informatization, the business environment has become a critical factor influencing the innovation efficiency of
SMEs. The paper discusses the components of the business environment and its impact on SME innovation
efficiency, offering case studies to provide recommendations for optimizing the business environment.
Innovation incentive policies, which aim to streamline administrative processes and create a favorable business
environment, are vital to boosting SME innovation. The paper focuses on analyzing the role and challenges of
innovation incentive policies in their implementation and evaluates their effectiveness in encouraging corporate
innovation. Through a systematic analysis, this paper summarizes the combined effects of green finance, business
environment optimization, and innovation incentive policies in enhancing the innovation capabilities of SMEs.
The study finds that the synergistic effect of these three factors can significantly improve the innovation potential
of SMEs, driving their high—quality development. Therefore, policymakers should strengthen coordination

mechanisms across multiple areas while respecting market laws to promote the sustainable innovative
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development of SMEs. Finally, the paper proposes corresponding policy recommendations, providing both

theoretical and practical pathways for the innovative development of SMEs.
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