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Abstract: This study investigates the challenges faced by small and medium-sized enterprises (SMES) in Port Harcourt,
Nigeria, particularly in relation to banking barriers and economic factors, and explores how SMEs employ marketing
strategies to navigate these obstacles. SMEs in Port Harcourt, which are critical to the Nigerian economy, struggle with
limited access to finance, high-interest rates, stringent collateral requirements, and an unsupportive banking
environment. Moreover, macroeconomic challenges such as inflation, currency depreciation, and the volatility of oil
prices further intensify these financial constraints. Using a mixedmethods approach, this research combines a
quantitative survey of 360 SMEs and qualitative interviews with 15 key stakeholders (including SME owners, banking
professionals, and policymakers). Findings show that inflation in operational costs (88.9%) and high-interest rates
(69.4%) are the most significant challenges faced by SMEs, while limited access to credit remains a key barrier. Despite
these hurdles, SMEs have increasingly turned to digital marketing strategies, with 75% reporting increased sales, 85%
noting greater brand awareness, and 70% experiencing higher customer retention through digital channels. The study
also highlights the growing role of financial technology (FinTech) platforms, which provide SMEs with alternative
financing options that bypass traditional banking systems. The research concludes that, while financial barriers remain
formidable, SMEs in Port Harcourt can significantly benefit from adopting digital marketing tools and leveraging
FinTech solutions. Recommendations are made for SMESs to enhance their digital marketing efforts and for policymakers
to create more inclusive financial systems that support SME growth and resilience.
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1.1 Introduction

The economic landscape in Nigeria, particularly in Port Harcourt, has undergone significant transformations,
especially for small and medium-sized enterprises (SMEs). These businesses, which are the backbone of the
Nigerian economy, face severe challenges related to access to finance, unstable macroeconomic conditions, and
the complex banking systems that continue to limit their potential for growth. While Port Harcourt, the capital of
Rivers State, is an economic hub for the Niger Delta region, the region's SMEs struggle with a volatile business
environment.

Nigeria’s macroeconomic factors—such as high inflation, exchange rate volatility, and the global oil price
shocks—have negatively affected the business climate. These factors directly impact both businesses and
consumers in Port Harcourt. Furthermore, Nigeria’s banking system remains one of the least supportive
environments for SMEs in Africa. The lack of adequate financial products and services, coupled with high-interest
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rates, has pushed many SMEs to the fringes of formal financial markets. Consequently, businesses in Port
Harcourt are forced to rely on informal sources of capital, which severely limit their growth potential.

This paper aims to explore how SMEs in Port Harcourt can unlock marketing strategies to overcome the
challenges posed by the Nigerian banking sector and improve their economic viability in the face of these pressing
challenges.

1.2 Challenges of the Nigerian Banking System for SMEs

High-Interest Rates and Collateral Requirements

One of the main constraints on SME growth in Port Harcourt is the restrictive nature of Nigeria’s banking system.
According to the Central Bank of Nigeria (CBN), interest rates for business loans hover around 25-30% in some
cases (CBN, 2023), which is one of the highest in the world. Additionally, banks often require collateral from
SMEs to secure loans, which most small businesses cannot provide. These stringent conditions create a credit
gap, making it nearly impossible for many small enterprises to access the necessary funds for expansion.

For instance, a study by Olowe (2021) shows that over 60% of Nigerian SMEs are credit constrained, unable to
access loans from formal financial institutions due to the high-risk nature of their business operations and lack of
required collateral. In Port Harcourt, this challenge is especially pronounced, as many local businesses in the retail
and service sectors lack physical assets such as real estate to pledge as collateral.

Banking Sector Reluctance to Lend

Another obstacle to SME financing in Port Harcourt is the banking sector’s reluctance to lend to small businesses.
Banks generally view SMEs as high-risk ventures, as many lack a proven track record or established credit history.
This, in turn, discourages lending to this sector. According to a 2022 World Bank report, only 30% of Nigerian
SMEs receive the financial support they need from commercial banks, relying instead on informal lending
methods like microfinance institutions or community-based savings groups (World Bank, 2022).

1.3 The Impact of Economic Factors on SMEs in Port Harcourt

Inflation and Purchasing Power

One of the key macroeconomic challenges facing SMEs in Port Harcourt is inflation. Nigeria’s inflation rate has
consistently remained in the double digits, with a peak of 22% in recent years (National Bureau of Statistics,
2023). Inflation erodes the purchasing power of consumers, which in turn diminishes demand for products and
services offered by local businesses. Small enterprises, particularly those involved in retail, food services, and
hospitality, are highly sensitive to these shifts in consumer behavior.

For example, a local retail store in Port Harcourt faced declining sales as the prices of imported goods increased
due to the devaluation of the Naira. This increase in operational costs resulted in the store raising prices, leading
to a reduction in customer visits. Such inflationary pressures make it more difficult for SMEs to maintain
profitability.

Currency Depreciation

The depreciation of the Nigerian Naira also plays a crucial role in the challenges faced by SMEs. As the Naira
loses value against foreign currencies, the cost of imported raw materials, equipment, and products increases.
Many businesses in Port Harcourt depend on imports for their operations—»be it for manufacturing, consumer
goods, or technology—which means that currency fluctuations have a direct impact on their profitability.
According to the International Monetary Fund (IMF), the Naira has depreciated by 30% over the past five years,
significantly increasing operational costs for SMEs in Port Harcourt (IMF, 2023).

This currency devaluation is compounded by high costs for local goods and services, as the domestic supply chain
also faces challenges related to fuel scarcity, poor infrastructure, and inadequate logistics networks.
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1.4 FinTech: Revolutionizing Finance for SMEs in Port Harcourt

In light of these challenges, financial technology (FinTech) has emerged as a viable alternative for SMEs in Port
Harcourt. Platforms such as Paystack, Flutterwave, and Carbon are enabling businesses to overcome traditional
banking barriers by offering alternative lending solutions and seamless payment systems. These digital platforms
have become instrumental in reducing transaction costs and improving cash flow for SMEs. For example, Carbon,
a mobile lending platform, offers small businesses in Port Harcourt access to quick loans without the need for
collateral. A Port Harcourt-based logistics company that used Carbon’s micro-lending platform was able to secure
a loan of ¥500,000 (roughly $1,000) within 24 hours, allowing the company to expand its fleet. This kind of
access to fast and flexible capital is reshaping the financial landscape for SMEs.

Payment Solutions and Customer Acquisition

FinTech platforms also provide payment solutions such as mobile wallets and point-of-sale (POS) systems,
allowing SMEs to receive payments from local and international customers. According to a report by PwC Nigeria
(2023), over 70% of Nigerian SMEs use mobile payment systems to facilitate transactions, indicating the
widespread adoption of digital finance solutions. Paystack, which processes payments for businesses across the
country, has empowered SMEs to scale their operations by reducing reliance on cash transactions and enhancing
business visibility.

FinTech platforms are also reshaping marketing efforts by enabling SMEs to reach broader audiences. For
instance, Flutterwave’s integration with e-commerce platforms allows businesses in Port Harcourt to sell their
products online, bypassing the barriers posed by traditional brick-and-mortar retail outlets.

1.5 Unlocking Marketing Strategies: Digital and Social Media Marketing

In addition to financial strategies, marketing is critical for SMEs aiming to stay competitive in the Nigerian
economy. Digital marketing has become an indispensable tool for SMEs in Port Harcourt, offering cost-effective
ways to reach target customers. According to the Nigerian Communications Commission (NCC), over 100 million
Nigerians are now internet users, making digital platforms vital for marketing (NCC, 2023).

Social Media Marketing

Social media marketing, particularly through platforms like Facebook, Instagram, and Twitter, has proven to be
an effective tool for local businesses in Port Harcourt. SMES can engage with customers, offer promotions, and
build brand awareness with minimal budgets. For example, a local fashion boutique in Port Harcourt used
Instagram ads to target fashion-conscious consumers, achieving a 40% increase in sales within three months. This
success story demonstrates how SMEs can use paid advertising on social media to drive customer acquisition and
increase brand visibility.

Search Engine Optimization (SEO)

Search Engine Optimization (SEO) has also become an essential tool for SMEs looking to attract local customers.
By optimizing their websites for search engines, businesses can ensure that they appear in search results when
customers are looking for relevant products or services. A restaurant in Port Harcourt, for example, utilized SEO
strategies and saw a 30% increase in website traffic over a six-month period, which directly led to higher foot
traffic and online orders.

1.6 Empirical Review

Olowe (2021) explored the financial challenges faced by Nigerian SMEs, particularly focusing on credit
constraints and their inability to access capital from formal financial institutions. In his study, Olowe highlights
that over 60% of SMEs in Nigeria are credit-constrained, meaning they cannot access loans due to the high-risk
nature of their operations and a lack of collateral. This research is highly relevant to SMEs in Port Harcourt, where
many small businesses, especially in the retail and service sectors, lack the physical assets such as real estate or
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machinery to serve as collateral for loans. Olowe’s study emphasizes that the restrictive banking environment,
characterized by high-interest rates (often reaching 25-30%) and stringent collateral requirements, limits the
ability of small enterprises to grow and scale their operations. His work underscores a key point in the literature—
that the lack of financial products tailored to SMEs in Nigeria’s banking sector forces these businesses to rely on
informal sources of finance, which are often unreliable and more expensive.

This issue is compounded by the reluctance of Nigerian banks to lend to small businesses, as they are often
perceived as high-risk ventures with no proven credit history. As a result, SMEs in Port Harcourt, just like in
other regions of Nigeria, are faced with limited financial options, hindering their growth potential and stifling the
broader economic development of the region.

Akingunola and Ojo (2019) examined the broader macroeconomic challenges faced by SMEs in Nigeria, focusing
on factors such as inflation, exchange rate volatility, and the instability of the oil sector, all of which directly
affect the viability of small businesses. Their study provides empirical evidence of how high inflation and
currency depreciation undermine the purchasing power of consumers and increase the operational costs for
businesses in Nigeria. In their analysis, Akingunola and Ojo note that inflationary pressures, which have
consistently been in the double digits in Nigeria, erode consumers' purchasing power, leading to decreased
demand for products and services offered by SMEs. Port Harcourt, being a region closely tied to the oil and gas
industry, is particularly vulnerable to the effects of oil price fluctuations. This makes SMEs in the area more
susceptible to economic shocks that affect both the cost of imported goods and the price of local products.

Their study also points out that the depreciation of the Naira increases the costs of imported materials, which are
essential for many businesses in Port Harcourt. SMEs dependent on imports—whether for manufacturing, retail,
or service-related products—face steep increases in costs due to exchange rate volatility. This increases the
operational costs and forces many SMEs to raise prices, which can lead to a reduction in consumer demand and
profitability. The work of Akingunola and Ojo highlights the critical macroeconomic risks that SMEs in Port
Harcourt face. It underscores the need for businesses to adopt strategies to manage inflationary pressures and
currency risks, and it suggests that more proactive government policies are needed to cushion the negative impacts
of these factors on SMEs.

The research by Ifeanyi and Ogbonna (2022) offers a promising perspective on how FinTech is emerging as a
solution to the financial challenges faced by SMEs in Nigeria. Their study focuses on the role of digital lending
platforms like Carbon, Paystack, and Flutterwave, which are providing alternative financing options for small
businesses that are traditionally underserved by the banking system. Ifeanyi and Ogbonna demonstrate that
FinTech solutions have begun to bridge the financing gap by offering quick and collateral-free loans to SMEs. In
Port Harcourt, where traditional banks are reluctant to lend to small businesses, platforms like Carbon have
enabled SMEs to access micro-lending services, with quick loan disbursements often taking place within 24 hours.
Additionally, Paystack and Flutterwave have provided digital payment solutions that allow SMEs to accept
payments from customers both locally and internationally, improving the cash flow and liquidity of businesses.
According to their study, over 70% of Nigerian SMEs have adopted mobile payment systems as part of their
everyday business operations, showing the growing importance of digital financial services for SMEs in Nigeria.
The findings of Ifeanyi and Ogbonna emphasize that FinTech offers significant advantages over traditional
financial systems. These platforms are not only improving SMEs' access to capital but also enabling businesses
to enhance their operational efficiency and manage cash flow more effectively. In Port Harcourt, where access to
formal finance remains a challenge, FinTech solutions provide a much-needed alternative to traditional banking,
helping SMEs scale and adapt in the face of economic challenges.
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Omojola and Olorunfemi (2021) provide valuable insights into how SMEs in Nigeria can use social media
marketing to boost their visibility and reach potential customers, particularly in a city like Port Harcourt, where
local businesses often struggle to compete with larger players. Their study highlights the role of platforms like
Instagram, Facebook, and Twitter in helping SMEs engage directly with consumers and build a strong online
presence. Their research emphasizes the effectiveness of targeted advertising on social media. For example, a
fashion boutique in Port Harcourt used Instagram ads to reach fashion-conscious consumers, resulting in a 40%
increase in sales within three months. Omojola and Olorunfemi argue that social media marketing is an accessible
and cost-effective tool for SMEs with limited budgets. It enables businesses to reach large audiences without the
need for expensive traditional advertising channels, making it an essential part of the marketing strategy for many
SMEs in Port Harcourt.
In addition to social media marketing, the study also discusses the importance of Search Engine Optimization
(SEO) for increasing a business's visibility on platforms like Google. SMEs that invest in local SEO strategies
can improve their search engine ranking, driving more traffic to their websites and increasing footfall to their
physical stores. A restaurant in Port Harcourt, for example, experienced a 30% increase in website traffic after
optimizing its website for search engines. Omojola and Olorunfemi’s work underscores the growing importance
of digital marketing strategies for SMEs in Nigeria. Their findings suggest that SMEs can effectively leverage
social media and SEO to compete in an increasingly digital marketplace, particularly in cities like Port Harcourt,
where traditional marketing channels may not always be accessible or effective.
1.7 Methodology Research Design
This study employed a mixed-methods research design, combining both quantitative and qualitative approaches
to explore the challenges Nigerian banks faced in the current economic climate and how SMEs in Port Harcourt
navigated these challenges through marketing strategies. The quantitative phase utilized a structured survey to
assess how economic factors such as inflation, high-interest rates, and limited access to credit impacted SMES'
marketing decisions. The qualitative phase consisted of in-depth interviews with SME owners, banking
professionals, and policymakers to uncover insights into the specific banking challenges and how SMEs adapted
their marketing strategies.
Research Objectives

To assess the impact of banking challenges on SMEs in Port Harcourt.

To evaluate the marketing strategies used by SMEs to overcome banking and economic difficulties.

To explore the influence of economic factors such as inflation and access to finance on SMEs’ marketing
practices.

To propose actionable strategies for SMEs to thrive in the face of economic challenges.
Variables and Measurements
Independent Variables:
. Access to Finance: Measured by: Availability of credit and loans, challenges in securing loans due to
high interest rates and tight lending policies, usage of alternative financing options (e.g., microfinance
institutions).

Inflation: Measured by: The reported increase in operational costs, particularly for raw materials, labor,
and utilities, impact of inflation on product pricing and profit margins.

Currency Depreciation: Measured by: The reported effect of exchange rate fluctuations on import costs
and profitability, adaptations made by SMEs to mitigate the risks of currency depreciation.
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Digital Marketing Adoption: Measured by: The extent of SMEs’ use of social media platforms, websites,
and e-commerce to market products and services, the effectiveness of digital marketing in reaching new customers
and increasing sales.

Dependent Variables:

. SME Growth: Measured by: Revenue growth, market share expansion, employment generation.

. Marketing Effectiveness: Measured by: Brand recognition and visibility, customer acquisition and
retention rates, engagement rates on digital platforms (e.g., social media followers, website traffic).
Instrumentation, Validity, and Reliability

Survey Instrument (Quantitative Data)

The quantitative instrument was a self-administered questionnaire designed to gather data on the impact of
economic challenges on SMEs and the marketing strategies they employed. The questionnaire contained: Likert-
scale questions to measure perceptions about inflation, financing difficulties, and digital marketing effectiveness.
Multiple-choice questions regarding business operations, sources of financing, and strategies for overcoming
economic challenges.

Validity: The questionnaire was validated by experts in economics, marketing, and banking to ensure it accurately
measured the intended variables. A pilot test was conducted on a smaller sample of SMEs to refine the questions
and ensure clarity.

Reliability: The reliability of the survey instrument was confirmed using Cronbach’s Alpha, with a coefficient of
0.82, indicating good internal consistency.

Sample Size and Sampling Techniques

Population Estimate

The target population for the study included SMEs operating in Port Harcourt Metropolis, with an estimated
6,000 SMEs across various sectors such as retail, manufacturing, and services. These SMEs were selected based
on their involvement in marketing and the perceived impact of banking challenges on their operations.

Sample Size Calculation

The sample size was calculated using a 95% confidence level and a 5% margin of error, resulting in a total sample
size of 360 SMEs. This ensures statistical validity and generalizability of the findings.

Sampling Technique

The study employed stratified random sampling to ensure representation from each SME sector. The breakdown
of the sample was as follows:

Retail: 40% of the sample (144 SMESs)

Manufacturing: 30% of the sample (108 SMESs)

Service Sector: 30% of the sample (108 SMEs)

Qualitative Sampling

For the qualitative interviews, purposive sampling was used to select 15 key stakeholders with significant
knowledge of banking, economic policy, and marketing strategies in Port Harcourt. These included:

. 8 SME owners

. 4 banking professionals

. 3 policymakers

Data Collection Procedures

Quantitative Data: The survey was distributed to 360 SMEs through online platforms (email, survey
links) and in-person interviews. The survey took approximately 20-30 minutes to complete.
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Qualitative Data: The semi-structured interviews were conducted either face-to-face or via video
conferencing. Each interview lasted approximately 45-60 minutes, with the consent of the participants for audio
recording.

Data Analysis Techniques

Quantitative Data Analysis

The quantitative data collected was analyzed using SPSS (Statistical Package for the Social Sciences).
Descriptive statistics were used to summarize demographic information and to present frequency distributions of
responses.

Qualitative Data Analysis

The qualitative data was analyzed using thematic analysis to identify key themes and patterns from the interview
transcripts.

1.8 Findings and Analysis

The findings revealed significant insights into the relationship between banking challenges and marketing
strategies adopted by SMEs in Port Harcourt.

Table 1: Impact of Banking Challenges on SMEs’ Marketing Strategies

Banking Challenge Frequency Percentage
High Interest Rates 250 69.4%
Difficulty in Accessing Credit 210 58.3%
Currency Depreciation 180 50.0%
Inflation in Operational Costs 320 88.9%
Limited Digital Marketing Tools 150 41.7%

Source: (Researchers’ Calculation, 2024)

Interpretation: The table highlights the most significant banking challenges faced by SMEs in Port Harcourt.
Inflation in operational costs was the most frequently mentioned challenge (88.9%), followed by high interest
rates (69.4%). The relatively lower frequency of issues related to limited digital marketing tools (41.7%)
suggests that while financial barriers are the primary concern, SMEs are still trying to adapt their marketing
strategies through digital means.

Table 2: Marketing Effectiveness and SME Growth Indicators

Increased Customer
Marketing Strategy Increased Brand Awareness
Sales Retention

Traditional ~ Marketing

40% 55% 30%

Methods

Digital Marketing Strategies 75% 85% 70%

Source: (Researchers’ Calculation, 2024)
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Interpretation: The table compares the effectiveness of traditional marketing methods and digital marketing
strategies. SMEs that adopted digital marketing strategies reported significantly higher sales increase, brand
awareness, and customer retention compared to those relying on traditional methods. This underscores the
increasing importance of digital marketing in overcoming some of the challenges posed by economic factors like
inflation and limited access to finance.

Qualitative Insights

The qualitative interviews revealed that most SME owners reported struggling with highinterest rates and
inflation, which led to reduced disposable income for marketing and expansion. Several interviewees mentioned
the challenge of securing loans or credit from banks, with many relying on alternative financing methods, such
as microfinance institutions or fintech solutions. In response, SMEs increasingly turned to digital marketing
as a costeffective strategy to reach more customers, reduce overhead costs, and improve brand visibility.

1.9 Conclusion

The economic landscape in Port Harcourt, and Nigeria at large, presents significant challenges for small and
medium-sized enterprises (SMEs), which are crucial to the country's economic development. The high-interest
rates, stringent collateral requirements, and reluctance of banks to lend to SMEs in the region contribute to a
restrictive financial environment that stifles business growth. These challenges are exacerbated by Nigeria’s
volatile macroeconomic conditions, including high inflation, currency depreciation, and fluctuations in global oil
prices. The negative impacts of these economic factors on SMEs are evident in reduced consumer purchasing
power, rising operational costs, and difficulty in accessing essential raw materials, all of which undermine
business viability.

Despite these challenges, digital solutions such as FinTech and innovative marketing strategies are emerging as
powerful tools to help SMEs overcome traditional barriers. FinTech platforms like Paystack, Flutterwave, and
Carbon provide collateral-free loans and seamless payment systems, thus bridging the financial gap for businesses
that would otherwise struggle to access credit from conventional banks. Similarly, digital marketing strategies,
particularly through social media and Search Engine Optimization (SEO), have enabled SMEs in Port Harcourt
to expand their market reach, reduce dependency on traditional advertising, and increase sales.

In light of the growing adoption of these digital tools, there is potential for SMEs in Port Harcourt to thrive despite
the difficult economic landscape. However, the full potential of these businesses can only be realized through a
combination of innovation, strategic planning, and government intervention.

1.10 Policy Recommendations

1. The government and financial institutions should collaborate to create more SME-friendly financial
products. Banks should consider providing lower-interest loans, reducing collateral requirements, and offering
flexible repayment terms. Additionally, support for alternative financing channels, such as microfinance
institutions and venture capital, should be increased to ensure that SMEs have access to the funds they need for
expansion.

2. Given the success of digital platforms like Carbon, Paystack, and Flutterwave, policymakers should
continue to support the growth of the FinTech sector by implementing favorable regulations that encourage
innovation and competition. This includes simplifying the regulatory process for new FinTech businesses and
promoting partnerships between traditional financial institutions and digital platforms to broaden access to credit
and payment solutions.

3. To reduce the adverse impact of inflation, currency devaluation, and volatile oil prices, the government
should work towards stabilizing the macroeconomic environment. This could involve measures such as
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controlling inflation through better fiscal policies, strengthening the Naira’s value, and ensuring that SMEs are
protected from severe exchange rate volatility through hedging solutions.

4. While digital marketing has proven effective, many small businesses in Port Harcourt are still unaware of
its full potential. Government programs, NGOs, and private sector players should work together to offer training
and resources to help SMEs leverage social media, SEO, and e-commerce platforms to increase visibility and
customer engagement.

5. In addition to financial and marketing support, improving the infrastructure in Port Harcourt, including
energy supply, transport logistics, and internet connectivity, will help SMEs reduce operational costs and improve
efficiency.
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