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Abstract- This conceptual paper investigates the unique theoretical connections between the adoption of digital technologies, namely 

digital marketing, digital finance, and electronic payment systems, and the financial performance of Small and Medium Enterprises 

(SMEs) in emerging economies, particularly within the Nigerian context. While empirical research frequently treats digital transformation 

as a singular entity, this paper employs a multi-theoretical framework, incorporating the Technology Acceptance Model (TAM), Resource-

Based View (RBV), and Diffusion of Innovation (DOI) Theory, to analyze the specific value contributions of various digital tools. The 

study formulates a detailed conceptual framework and puts forth a series of theoretical propositions, contending that digital finance 

improves capital liquidity, digital marketing facilitates market growth through network effects, and electronic payment systems minimize 

transaction friction. The proposed framework serves as a guide for future researchers to empirically validate these distinct pathways and 

offers policymakers a theoretical foundation for targeted interventions in digital infrastructure. 
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I. INTRODUCTION 

The modern global business landscape has 

experienced an extraordinary digital revolution that 

fundamentally alters operational frameworks, 

especially for small and medium enterprises (SMEs) 

in emerging economies. This digital transformation 

has progressed at an unprecedented rate, reshaping 

competitive dynamics and the viability of business 

models [1]. Nigeria, being the largest economy in 

Africa, offers a significant context for analyzing these 

effects due to the sector's considerable economic 

contributions and inherent operational difficulties. 

Nigerian SMEs account for roughly 96% of all 

businesses and play a crucial role in national 

economic metrics [2]. Nevertheless, the digital divide 

poses distinct challenges for SMEs in emerging 

markets, where limitations in infrastructure and 

resource scarcity greatly influence technology 

adoption trends [3].  

Despite their numerical importance, Nigerian 

SMEs persist in facing a variety of challenges, 

including restricted access to finance, insufficient 

technological infrastructure, and operational 

inefficiencies. Recent findings indicate that access to 

finance remains a key limitation [4]. Additionally, 

infrastructural shortcomings exacerbate these issues. 

The rise of digital technologies offers transformative 

possibilities for tackling these ongoing challenges 

through three main avenues: digital marketing 

platforms that facilitate wider customer outreach, 

digital finance solutions that enhance capital 

accessibility, and electronic payment systems that 

optimize transaction processes. Recent research has 

highlighted the transformative potential of these 

technologies. For example, [5] discovered that the 

adoption of digital marketing significantly boosted 

SME profitability, while Nwokoro [4] reported that 

fintech solutions lower transaction costs for SMEs. 

Recent studies have increasingly concentrated 

on the complex effects of digital transformation [6]. 

Performed thorough analyses that demonstrate the 

varying impacts of digital technology adoption, which 

are significantly influenced by contextual elements. In 

a similar vein, [7] emphasized the critical role of data-

driven strategies in achieving success in technology 

adoption. 

This research seeks to fill essential gaps in 

the current literature by offering a detailed theoretical 

framework that addresses the individual impacts of 

digital marketing, digital finance, and electronic 
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payment systems. While earlier investigations have 

looked at these technologies separately [8], [9] there 

has been a scarcity of research that systematically 

combines them into a cohesive conceptual model 

tailored for emerging market scenarios.  

The main aim of this paper is to conceptually 

merge various strands of literature to propose a 

unified framework that connects digital marketing 

adoption, digital finance application, and electronic 

payment systems with the financial performance of 

SMEs in Nigeria. Instead of focusing on a specific 

dataset, this paper intends to synthesize existing 

evidence to formulate testable propositions about how 

each digital technology theoretically influences 

performance outcomes. 

 

II. LITERATURE REVIEW 

2.1 Theoretical Review 

This study employs a multi-theoretical 

framework to investigate the relationship between the 

adoption of digital technology and financial 

performance. The Technology Acceptance Model 

(TAM) [10] and its extension, the Unified Theory of 

Acceptance and Use of Technology (UTAUT) [11] 

emphasize perceived usefulness and ease of use as 

fundamental drivers. In the context of Nigeria, these 

elements are essential for successful adoption [12].  

The Resource-Based View (RBV) Theory  

[13] regards digital technologies as strategic assets 

that confer competitive advantages when they are 

valuable, rare, inimitable, and non-substitutable. The 

concept of digital resource orchestration illustrates 

how small and medium-sized enterprises (SMEs) 

integrate digital capabilities to enhance their value 

propositions [8]. Additionally, the Diffusion of 

Innovation perspective elucidates the dissemination of 

digital technologies, highlighting how early adopters 

secure first-mover advantages [14]. 

The amalgamation of these frameworks 

mitigates the shortcomings associated with single-

theory methodologies. While TAM and UTAUT 

clarify the drivers of adoption, RBV provides insights 

into competitive advantages. This synthesis creates a 

"digital transformation capability" that bolsters the 

financial performance of SMEs through enhanced 

efficiency, customer outreach, and resource utilization 

[1]. 

2.2 Digital Finance and SME Performance 

Digital finance includes a wide range of 

electronic financial services such as mobile banking, 

digital lending platforms, and integrated fintech 

applications. This shift in technology democratizes 

access to financial services and diminishes traditional 

barriers [15]. Recent studies provide significant 

evidence of the positive correlation between the 

adoption of digital finance and the financial 

performance of SMEs.Conducted an analysis of 

SMEs in developing nations and found that the use of 

digital finance enhanced cash flow management and 

lowered transaction costs [16]. In sub-Saharan Africa, 

investigated the adoption of mobile money and found 

that digital financial services greatly improved 

operational efficiency [17]. 

Drawing on the Resource-Based View 

(RBV), digital finance is considered a rare and 

valuable resource that alleviates the challenges 

associated with being small. In contrast to traditional 

banking, which frequently excludes SMEs due to 

information opacity, digital finance minimizes 

transaction costs and reduces information asymmetry. 

By facilitating access to working capital and 

enhancing liquidity management, digital finance 

directly contributes to the financial stability necessary 

for profitability. Consequently, we propose: 

Proposition 1 (P1): The adoption of digital finance 

has a positive effect on the financial performance of 

SMEs by decreasing information asymmetry, 

reducing transaction costs, and enhancing the 

efficiency of liquidity management. 

2.3 Digital Marketing and SME Performance 

Digital marketing includes a wide array of 

online marketing strategies that leverage internet 

platforms, social media outlets, and mobile marketing 

tools. Modern digital marketing has progressed to 

incorporate advanced techniques such as 

personalization and social commerce [18]. Extensive 

studies indicate a positive correlation between digital 

marketing efforts and overall performance [14]. For 

instance, illustrated that well-rounded digital 

marketing strategies led to increased revenue and 

lower customer acquisition expenses. Likewise, [19] 

discovered that the adoption of social media 

marketing was associated with enhanced brand 

awareness and profit margins. In the context of 

Africa, [20] found that digital marketing enabled 

market growth beyond local confines. 

From the viewpoint of Diffusion of 

Innovation theory, digital marketing provides a 

significant advantage over traditional advertising 

methods by enabling resource-limited SMEs to 

achieve extensive market reach at a minimal marginal 

cost. It serves as a dynamic capability that empowers 

firms to identify and capitalize on market 

opportunities [21], thus increasing revenue streams 
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without a corresponding rise in overhead costs. 

Therefore, it is suggested that: 

Proposition 2 (P2): The use of digital marketing 

functions as a dynamic capability that positively 

influences the financial performance of SMEs by 

facilitating cost-effective market entry and improving 

the precision of customer engagement. 

2.4 Electronic Payment Systems and SME 

Performance 

Electronic payment systems represent 

essential digital infrastructure that enables secure and 

efficient transaction processing. These systems not 

only enhance the efficiency of transactions but also 

provide valuable financial data for informed decision-

making [22]. Studies show that small and medium-

sized enterprises (SMEs) that accept electronic 

payments experience better financial performance 

compared to those that rely solely on cash, attributed 

to enhanced transaction efficiency and lower cash 

handling expenses [22]. In Nigeria, research by [23] 

identified significant positive impacts on operational 

efficiency, while [24] emphasized the competitive 

edge gained through the adoption of digital payment 

methods. 

When examining electronic payments 

through the framework of the Technology Acceptance 

Model (TAM), the perceived usefulness of these 

systems is evident in their capacity to eliminate 

friction within the sales process. By digitizing the 

transaction layer, SMEs can mitigate the operational 

risks linked to cash handling and accelerate 

transaction speed [25]. This enhanced operational 

efficiency directly correlates with improved turnover 

ratios. Therefore, we propose: 

Proposition 3 (P3): The adoption of electronic 

payment systems has a positive impact on the 

financial performance of SMEs by minimizing cash-

handling operational risks and enhancing the speed 

of transaction processing. 

2.5 Conceptual Framework 

Drawing from the theoretical synthesis of the 

Technology Acceptance Model (TAM), Resource-

Based View (RBV), and the previously articulated 

propositions, we introduce a conceptual framework. 

This model demonstrates that Digital Finance, Digital 

Marketing, and Electronic Payment Systems serve as 

separate yet interrelated precursors to the Financial 

Performance of Small and Medium Enterprises 

(SMEs). In contrast to holistic models that consider 

'digital transformation' as a singular entity, this 

framework clarifies the distinct financial, market-

oriented, and operational processes involved. 

 

 
 

 

Figure 1.Conceptual Model 

 

III. RESEARCH METHODS 

This study employs a narrative literature 

review and theoretical synthesis methodology to 

develop a conceptual framework that connects the 

adoption of digital technology with the financial 

performance of SMEs. The creation of the proposed 

framework and its associated propositions was carried 

out through a three-step process. 

Initially, an extensive search of academic 

databases was performed to uncover both seminal and 

contemporary literature regarding digital 

transformation in emerging economies. The search 

utilized keywords such as "Digital Finance," "Digital 

Marketing," "Electronic Payments," and "SME 

Performance," with a particular emphasis on studies 

published from 2020 to 2024 to reflect the digital 

acceleration that occurred post-pandemic [1]. 

Subsequently, the literature identified was 

examined through the perspective of the multi-

theoretical framework outlined in Section 2 (TAM, 

RBV, and DOI). This theoretical triangulation 

facilitated the breakdown of "digital transformation" 

into separate constructs finance, marketing, and 

payments allowing for a more detailed analysis of 

performance drivers than is usually available in 

aggregate studies [26]. 

Finally, logical deduction was utilized to 

develop testable propositions (P1, P2, P3) that address 

the gaps identified in earlier research. This 

methodological framework emphasizes theoretical 

integration, offering a guide for future empirical 

validation within the Nigerian context and other 

similar emerging markets. 
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IV. RESULTS AND DISCUSSION 

Results 

4.1 Theoretical Implications 

The main theoretical contribution of this 

paper lies in the integration of fragmented literature 

into a cohesive conceptual framework. While 

previous research has analyzed digital tools in 

isolation [9], this framework illustrates that digital 

finance, marketing, and payments serve as separate 

strategic resources. By merging the Resource-Based 

View (RBV) with the Technology Acceptance Model 

(TAM), this study enhances the theoretical 

comprehension of digital adoption among SMEs in 

Nigeria. The propositions indicate that digital finance 

functions as a liquidity stabilizer, digital marketing 

serves as a growth engine, and electronic payments 

act as an efficiency driver. This tripartite distinction 

offers a more refined theoretical foundation for 

understanding the digital divide in emerging 

economies [3]. 

4.2 Practical and Managerial Implications 

The proposed framework provides actionable 

strategies for SME proprietors. In alignment with 

Proposition 1, managers should emphasize the 

adoption of digital lending and mobile money 

platforms to stabilize cash flow [4]. Concerning 

Proposition 2, the framework posits that digital 

marketing should be regarded as a cost-effective 

means for market expansion [5]. Lastly, in support of 

Proposition 3, the integration of electronic payment 

systems is advised to minimize the direct costs linked 

to cash management [22]. 

4.3 Policy Implications 

For policymakers, this framework highlights 

that digital infrastructure is not a singular entity. 

Interventions should be targeted: regulatory 

frameworks must foster fintech innovation to 

facilitate the "Digital Finance" pathway, while 

government-led digital literacy initiatives should 

concentrate on strategic usage to unlock the benefits 

of "Digital Marketing" [1]. 

4.4 Future Research Agenda 

This conceptual paper establishes a 

foundation for forthcoming empirical studies. 

Researchers are urged to empirically validate the 

propositions (P1-P3) utilizing longitudinal data to 

investigate whether the impacts of digital finance on 

performance are immediate or delayed. Furthermore, 

future models ought to include moderating variables 

to comprehend the boundary conditions in rural 

compared to urban environments [6]. 

 

Discussion 

A number of future research directions are 

revealed out of this conceptual work. To begin with, 

the empirical research must aim to support 

Propositions 1 to 3 with primary data obtained 

through the sample of the Nigerian SMEs working in 

various fields, which would allow quantifying the 

relative significance of the impact of each of the 

digital pathways on the financial performance [27].  

Digital finance adoption would also benefit 

from longitudinal research designs in terms of 

identifying whether performance improvements in the 

adoption of digital finance are short-term or long-term 

in nature since liquidity improvements may be 

realized before the actual profitability improvements. 

Second, the moderating effects of firm-level factors 

(e.g., firm size, industry sector, and owner-manager 

digital literacy) and situational factors (e.g., urban 

versus rural location, and quality of the infrastructure 

in the region) should be investigated in future 

research since they can play a significant role in 

defining the strength of the suggested relationships 

[6].  

Third, cross-country studies on the economies 

of Sub-Saharan Africa would assist to define the 

frame of reference of the framework, meaning to what 

degree the results of the Nigerian context can be 

applied to other emerging economies with different 

regulatory frameworks and digital infrastructure 

maturity [28]. Lastly, the study should in future 

examine the possible interaction effects of the three 

digital constructs and whether the adoption of digital 

finance, digital marketing, and electronic payment 

systems in combination yields synergistic 

performance effects that are more than the product of 

its individual effects, a question to which the current 

framework refers but cannot answer at the conceptual 

level alone. 

 

V. CONCLUSION AND SUGGESTION 

This theoretical study provides a sound 

theoretical foundation to understand the role of digital 

finance, digital marketing, and electronic payment 

systems in enhancing the performance of SMEs in 

Nigeria. The proposed study combines the Resource-

Based View with the Technology Acceptance Model 

that will help the researchers conclude that with the 

help of the strategic management of these digital 
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resources, the Nigerian SMEs will be able to achieve 

great improvements in financial performance. The 

digital finance is considered the most important 

resource of liquidity, the digital marketing of 

increased revenue, and digital payments of 

operational efficiency. The research recommends that 

SMEs must focus on adopting digital finance and 

simultaneously improve marketing and payment 

abilities. 
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