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Abstract
Notwithstanding the quick development of digital marketing technologies, Nigerian SMEs have nevertheless had difficulty optimizing their financial performance. It was unclear, therefore, how much the return on investment (ROI) of digital marketing affected the financial results of SMEs. Using a quantitative survey of 200 SME owners and managers from various industries, this study examined the connection between digital marketing ROI and financial success among SMEs in Nigeria. Structured questionnaires were used to gather data, and inferential and descriptive statistics were used for analysis. The results showed that SMEs who made strategic investments in digital marketing saw quantifiable increases in market share, profitability, and client acquisition. The study also demonstrated that although adoption was hampered by cost, inexperience, and infrastructure issues, digital marketing provided notable financial benefits over traditional marketing. The financial success of SMEs in Nigeria was found to be strongly predicted by the return on investment (ROI) of digital marketing. To increase SME competitiveness in the digital economy, the report suggested more funding for digital marketing expertise, reasonably priced data access, and government assistance programs..
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Background of the Study
Digital marketing has developed into a potent tool in recent years that helps companies connect with, interact with, and keep consumers. Small and medium-sized businesses (SMEs) now have affordable platforms to increase their market reach and competitiveness thanks to the widespread use of social media, SEO, content marketing, pay-per-click advertising, and email campaigns (Chaffey & Ellis-Chadwick, 2019). Digital marketing, in contrast to traditional marketing tactics, enables real-time campaign effectiveness analysis, giving businesses a more accurate way to evaluate their return on investment (ROI).
Over 90% of Nigeria's business sector is made up of SMEs, which also make a substantial contribution to the country's GDP and job creation (PwC's MSME Survey 2024, 2024). Even so, a lot of Nigerian SMEs face challenges like low operational efficiency, insufficient financial resources, and limited access to international markets. Because of this, using digital marketing has become both essential and a calculated strategy for getting beyond these obstacles (Sharabati et al., 2024). As long as they properly monitor and manage the return on investment, SMEs can use digital marketing to raise income, draw in clients, and enhance brand visibility.
In digital marketing, the term "return on investment" (ROI) refers to the measurable monetary gains in relation to the investment made in digital initiatives. To maximize resource allocation and defend expenditures, SMEs must comprehend the connection between digital marketing ROI and overall financial success. Although research in developed economies has shown that digital marketing strategies are positively correlated with firm performance (Unvan & Badlo, 2021), there is still little empirical support for this claim in Nigeria, where issues with digital literacy, uneven internet penetration, and inadequate infrastructure still exist (Effiom et al., 2020).
In order to better understand how SMEs in Nigeria use digital channels to boost sales growth, profitability, and market competitiveness, this study examines the relationship between digital marketing ROI and financial performance.
Statement of the Problem
Despite the fact that digital marketing has become more popular worldwide, Nigerian SMEs find it difficult to implement and assess its effects. Many SMEs run digital initiatives without a defined plan for assessing results, which leads to resource waste and a lack of alignment with corporate objectives (Eze & Chinedu-Eze, 2018). Furthermore, their capacity to precisely evaluate ROI is restricted by the absence of structured measuring methods, which makes it challenging to defend additional expenditures on digital platforms.
Uncertain economic conditions, inflationary pressures, and restricted access to funding already hamper the financial performance of SMEs in Nigeria. SMEs run the danger of underutilizing one of the few affordable strategies available to compete with larger enterprises if they don't have access to trustworthy data on the return on investment (ROI) of digital marketing. The need for this research is highlighted by the dearth of empirical studies that explicitly connect digital marketing ROI with financial performance in Nigeria.
Therefore, this study uses primary data gathered from a sample of 200 SMEs across specific industries to examine the crucial question of whether digital marketing ROI has a substantial impact on the financial performance of SMEs in Nigeria.
Research Aims and Objectives
The main aim of this study is to examine the impact of digital marketing ROI on the financial performance of SMEs in Nigeria.
The specific objectives are to:
· Assess the extent of digital marketing adoption among Nigerian SMEs.
· Determine the relationship between digital marketing ROI and SMEs’ financial performance.
· Identify the challenges SMEs face in measuring and achieving digital marketing ROI.
Research Question
The study will be guided by the following research questions:
· To what extent have Nigerian SMEs adopted digital marketing practices?
· What is the relationship between digital marketing ROI and the financial performance of SMEs in Nigeria?
· What challenges do SMEs encounter in measuring and achieving digital marketing ROI?
Research Hypothesis
To provide empirical clarity, the following hypotheses are formulated in null form:
· H₀1: Nigerian SMEs have not significantly adopted digital marketing practices.
· H₀2: There is no significant relationship between digital marketing ROI and the financial performance of SMEs in Nigeria.
· H₀3: SMEs do not face significant challenges in measuring and achieving digital marketing ROI.
Significance of the Study
There are various reasons why this study is important. By filling a study need on the financial performance and return on investment of digital marketing in the Nigerian SME sector, it first adds to the body of knowledge in academia. This study focuses exclusively on SMEs, highlighting their particular potential and problems, in contrast to previous research that frequently focuses on large companies or general marketing outcomes.
Second, SME managers and owners will benefit from the findings, which will help them decide how much to spend on digital marketing. The study shows whether or not digital marketing ROI is favorably correlated with financial performance, which can help SMEs more effectively, manage their limited resources.
Third, the findings of this study may be used by regulators, policymakers, and SME support organizations like SMEDAN, the Bank of Industry, and the Central Bank of Nigeria to create training initiatives and policies that boost SME competitiveness, advance digital literacy, and strengthen ROI measurement abilities.
Lastly, by providing insights into how SMEs view and use digital marketing tools, the study will help practitioners in the field.  Such information can guide the creation of customized digital marketing strategies that better meet the requirements of Nigerian SMEs.
Scope of the Study
The study is restricted to SMEs in Nigeria and focuses on particular businesses that actively use digital marketing platforms in the manufacturing, retail, and service sectors. 200 SME owners and managers in urban areas with higher adoption rates of digital marketing, including Lagos, Abuja, and Port Harcourt, were given a structured questionnaire as part of the study's quantitative design.
The scope is limited to analyzing the connection between financial performances specifically, profitability, revenue growth, and return on sales and digital marketing ROI. To keep the analysis focused on financial performance, non-financial outcomes like staff engagement, brand recognition, and consumer loyalty are not included.
Organization of the Study
There are five chapters in this article. The study backdrop, issue statement, aims, questions, hypotheses, significance, scope, and organization are all introduced in Chapter 1. The study's basis is laid by Chapter Two's evaluation of pertinent literature and theoretical frameworks. The methodology, including the research concept, sample size, data collection tool, and analysis procedures, is presented in Chapter 3. The empirical findings and their ramifications for Nigerian SMEs are covered in Chapter 4. The study is finally concluded in Chapter Five, which summarizes the results, makes recommendations, and identifies areas that require more research.
Literature Review
Understanding the fundamental ideas underlying the research is necessary for the study of digital marketing ROI and financial performance among SMEs. The use of digital platforms, tools, and technology to advertise goods and services interact with consumers, and increase sales is known as digital marketing. Search engine optimization (SEO), content marketing, social media marketing, email campaigns, influencer collaborations, and online advertising are all included (Chaffey & Ellis-Chadwick, 2019). Digital marketing places more of an emphasis on interaction, real-time feedback, and accurate performance evaluation than traditional marketing, which mostly depends on mass media and has little capacity to gauge impact.
One important financial indicator for assessing an investment's profitability in relation to its cost is return on investment, or ROI.  ROI, as used in digital marketing, measures how much money spent on digital initiatives results in quantifiable financial gains like higher sales, revenue growth, or profitability. ROI is defined by Baker and Hart (2016) as the ratio of net profit from digital initiatives to the entire amount of money invested in those activities. ROI is especially crucial for SMEs since their financial resources are frequently constrained and wasteful spending can endanger the viability of their operations.
According to Kump et al. (2019), financial performance in this study relates to how well a company accomplishes financial outcomes including profitability, revenue growth, return on assets, and liquidity. Accounting metrics like net profit margin, return on equity, and return on sales are frequently used to measure it. Small and medium-sized businesses (SMEs) are at the center of this discussion since their financial performance not only reflects their short-term viability but also their long-term survival in an unpredictable and competitive economic climate. The Small and Medium Enterprises Development Agency of Nigeria (SMEDAN) defines SMEs in Nigeria as companies with fewer than 200 employees and assets valued at less than ₦500 million, excluding real estate and buildings (PwC's MSME Survey 2024, 2024). Though they frequently function with low managerial ability and minimal resources, they dominate the Nigerian business scene and make a substantial contribution to GDP and employment creation. In this situation, using digital marketing and effectively measuring return on investment are essential to maintaining financial viability.
Theoretical Review
The connection between digital marketing, return on investment, and financial performance is supported by a number of hypotheses. The Resource-Based View (RBV) of the firm is one fundamental paradigm that contends that having and using uncommon, precious, unique, and non-replaceable resources gives a company a competitive edge (Bhandari et al., 2021). Digital marketing skills like social media management, content production, and data analytics can be viewed as intangible assets that give SMEs the competitive edge. SMEs can ascertain whether these resources are being used effectively to improve financial performance by calculating ROI.
Kar et al (2019) created the Technology Acceptance Model (TAM), which offers an additional perspective on the adoption of digital marketing. According to TAM, a firm's or individual's decision to adopt new technologies is influenced by perceived utility and simplicity of use.  Adoption of digital marketing platforms by Nigerian SMEs frequently hinges on whether company owners believe they can boost sales and whether, given their levels of digital literacy, they find them easy to use.
Rogers' (2003) Diffusion of Innovations Theory offers additional helpful information.  According to the theory, relative benefit, compatibility, complexity, trialability   , and observability are some of the variables that affect how innovations spread over time within a social system. One could consider digital marketing strategies to be innovations in the Nigerian SME market.  Businesses are more inclined to embrace digital marketing if they believe it offers a comparative advantage over traditional marketing strategies, while others may lag behind because of financial or technological constraints.
Lastly, a multifaceted approach to performance evaluation is provided by the Balanced Scorecard framework, which was created by Kaplan and Norton in 1992. Its use to SMEs highlights that financial outcomes should be evaluated in conjunction with internal procedures, customer happiness, and innovation, despite the fact that it has historically been utilized in larger organizations. Though digital marketing may have an indirect impact on the other viewpoints, the financial performance factor is still the primary focus of this study.
Digital Marketing and SMEs
In both local and international literature, the function of digital marketing in SMEs has been extensively covered. Because it provides low-cost tools to increase brand awareness, draw in clients, and compete with larger organizations, digital marketing has been dubbed a "game-changer" for SMEs (Unvan & Badlo, 2021). Digital platforms like Facebook, Instagram, and WhatsApp offer cost-effective substitutes for print or television advertising in emerging economies, where SMEs frequently lack substantial advertising expenditures.
Opportunities for SMEs to use digital marketing have expanded dramatically in Nigeria as a result of the country's growing internet usage, which is fuelled by mobile technology. According to the Nigerian Communications Commission (NCC, 2023), there are more than 100 million internet users, the majority of whom use mobile devices to access the internet. SMEs can now target a wide pool of potential clients thanks to this breakthrough. But even with this chance, a lot of SMEs are still in the early phases of adopting digital marketing, concentrating mostly on social media presence and avoiding data-driven ROI analysis or organized campaigns (Sharabati et al., 2024).
There are still issues, such as erratic internet access, expensive data plans, inexperienced managers, and low levels of digital literacy. Additionally, some SMEs believe that digital marketing is only important for big businesses, while others undervalue its ability to influence financial results. This discrepancy between uptake and efficient use emphasizes how crucial it is to look into how SMEs calculate ROI and how that measurement connects to financial performance.
Measuring Digital Marketing ROI
ROI measurement for digital marketing is crucial and intricate. Through measures like click-through rates, conversion rates, customer acquisition costs, and lifetime customer value, digital marketing, in contrast to traditional marketing, offers real-time performance data (Homburg & Wielgos, 2022). These metrics enable companies to establish a direct connection between digital initiatives and profitability and sales results.
But SMEs frequently find it difficult to go beyond meaningless indicators like website traffic, likes, and followers. These measures don't always convert into financial performance, even though they might show engagement. A social media campaign might, for example, receive thousands of likes but only a few real purchases. SMEs run the danger of overestimating the effectiveness of their digital efforts in the absence of precise guidelines for calculating ROI (Purnomo, 2023).
Several techniques for calculating digital ROI have been identified by academics. Using the straightforward ROI calculation, which divides the campaign's net financial return by its overall cost, is one strategy. Attribution modeling is an additional strategy that monitors consumer interactions across several touchpoints to identify the channels that have the greatest impact on sales. Large companies frequently use these cutting-edge methods, but Nigerian SMEs seldom ever do so because of a lack of funding and experience. This restriction emphasizes the urgent need for empirical research to determine if SMEs that successfully assess return on investment have improved financial performance (Visser et al., 2021).
Digital Marketing and Financial Performance
Despite conflicting findings, the relationship between digital marketing and financial performance has been extensively studied in the literature. Digital marketing initiatives are positively correlated with financial outcomes including profitability, market share, and sales growth, according to a number of researches conducted in industrialized nations (Unvan & Badlo (2021); Vrontis et al. (2022). Businesses can improve their financial performance by using digital marketing to reach a wider audience, precisely target customers, and cut marketing expenses.
On the other hand, other academics contend that the relationship is not always clear-cut. According to Morgan et al. (2019), for example, digital marketing may increase brand awareness and customer engagement, but these effects may not always result in instant financial gains. The sector, business size, market structure, and the firm's capacity to strategically integrate digital tools may all have an impact on the financial gains from digital marketing.
There is still a dearth of empirical data in Nigeria. Although Ajayi et al (2024) observed that many SMEs in Lagos lacked the ability to accurately assess financial effects, they did find that the implementation of digital marketing enhanced customer acquisition.  Similar to this, Eze and Chinedu-Eze (2018) found that although SMEs actively used social media for marketing, few were able to connect their efforts to profitability because of inadequate ROI frameworks and poor record-keeping. These results imply that although digital marketing has the potential to enhance financial performance, how well SMEs use and assess it will determine how effective it is.
Empirical Studies
The results of international empirical research on the return on investment of digital marketing have been conflicting. In a study of European SMEs, Kar et al (2019) discovered that companies that monitored return on investment and implemented systematic digital marketing strategies were more profitable than those who did not.  In a similar vein, Ajayi et al (2024) found a high positive link between financial success and social media marketing ROI using a sample of Indian SMEs.
Numerous studies point to both potential and limitations in the African environment. While digital marketing adoption was prevalent among SMEs in Ghana, Nasse et al. (2024) found that few of them analyzed return on investment (ROI) and that financial benefits were frequently anecdotal rather than data-driven. Kenya saw a similar pattern, with SMEs using digital platforms but having trouble connecting their online activity to sales results (Kyalo, 2024).
Empirical research is still in its infancy in Nigeria. Digital marketing had a considerable impact on revenue growth but not necessarily profitability, according to Ede (2023) investigation of SMEs in Enugu State. This suggests that campaign management was inefficient. According to Sharabati et al. (2024), SMEs in Lagos made modest financial gains by using digital platforms more for brand awareness than for direct sales. These findings point to a research gap: although the use of digital marketing is expanding, there isn't much empirical data that connects ROI measurement to Nigerian SMEs' financial performance.
Summary of Literature and Research Gap
According to the examined literature, digital marketing has emerged as a crucial instrument for SMEs, providing affordable chances for expansion and competitiveness. Adoption and performance results can be better understood via the lenses of theories like RBV, TAM, and Diffusion of Innovations. The idea that digital marketing ROI improves financial performance is supported by empirical data, especially in developed economies. Findings in underdeveloped nations like Nigeria, however, are less clear-cut, mostly because of uneven adoption, a lack of experience, and subpar ROI evaluation techniques.
This evaluation reveals a glaring research gap: whereas digital marketing is becoming more and more popular among Nigerian SMEs, nothing is known about how much ROI measurement improves financial performance. Financial measures are not given enough attention in the majority of current studies, which concentrate on adoption and broad outcomes like customer involvement or awareness. This study closes this gap by employing a quantitative research approach to experimentally investigate the association between financial performance and digital marketing ROI among 200 SMEs in Nigeria.
Research Methodology
The methodological methodology used for the study on the financial performance and return on investment of digital marketing in Nigerian SMEs is presented in this chapter. It describes the study's demographic, sampling strategies, sample size, research instrument, instrument validity and reliability, data collection procedures, and data analysis methodologies. The approach is set up to guarantee that the study yields reliable, repeatable, and empirically supported results.
Research Design
A quantitative survey research design was used in the study. Because the study aims to investigate the connection between digital marketing ROI and financial success in SMEs, which necessitates the collecting of standardized data from a large number of respondents, this approach was deemed appropriate. When gathering numerical data that can be statistically examined to determine relationships and test theories, the survey approach works effectively (Creswell & Creswell, 2018).
Because the research objectives center on quantifiable criteria like ROI, profitability, and revenue growth, qualitative or mixed methodologies were purposefully avoided. The study guarantees objectivity, accuracy, and the capacity to extrapolate results to a larger SME community by exclusively depending on quantitative data gathered via a structured questionnaire.
Population of the Study
Small and medium-sized businesses (SMEs) that operate in Nigeria are the study's target audience. Nigeria has more than 39 million SMEs in a variety of industries, such as manufacturing, services, and retail, according to a joint survey conducted by SMEDAN and the National Bureau of Statistics in 2022. However, it was not practical to include every SME in this study due to their large number.
In order to increase relevance, the study concentrated on SMEs in Lagos, Abuja, and Port Harcourt, three large urban centers that are centers of economic activity, have higher internet penetration rates, and demonstrate a greater usage of digital marketing. These areas are ideal for evaluating the correlation between digital marketing ROI and financial success because SMEs there are more likely to participate in digital campaigns.
Sampling Technique and Sample Size
To choose SMEs for the study, a purposive sample technique was used. The study especially targets SMEs that actively use digital marketing platforms including Facebook, Instagram, WhatsApp Business, and Google Ads, which justifies the use of purposeful sampling.  Incorporating businesses that don't engage in digital marketing would not significantly advance the goals of the study.
We used stratified purposive sampling to make sure it was representative. Following the classification of SMEs into three sectors retail, services, and manufacturing respondents were chosen proportionately from each stratum.
A sample size of 200 SMEs was used in the study. According to Ewens & Brumberg (2024) sample size determination formula, this size was deemed adequate and is in line with earlier quantitative research in Nigeria that focused on SMEs. The 200-person sample size guarantees sufficient statistical power for testing hypotheses while yet being feasible for fieldwork.
Research Instrument
A structured questionnaire served as the study's main tool for gathering data. The purpose of the questionnaire was to gather quantitative information on the use of digital marketing, financial performance metrics, ROI assessment techniques, and perceived difficulties.
The instrument was divided into four sections:
Section A: Demographic Profile of Respondents – This section gathered information on firm age, size, sector, ownership structure, and years of digital marketing usage.
Section B: Digital Marketing Adoption – This section assessed the extent of adoption of various digital marketing practices, including social media, SEO, email campaigns, and paid advertising.
Section C: Digital Marketing ROI and Financial Performance – This section measured ROI practices and financial performance indicators such as revenue growth, profitability, and return on sales. Items in this section were rated on a 5-point Likert scale ranging from “Strongly Disagree” (1) to “Strongly Agree” (5).
Section D: Challenges in ROI Measurement – This section explored barriers faced by SMEs in accurately measuring and achieving digital marketing ROI, such as cost, technical knowledge, and infrastructure constraints.
Validity of the Instrument
Three professionals in the domains of marketing and SME management, two academics and one digital marketing practitioner reviewed the questionnaire to guarantee its content validity. Their input improved item phrasing, removed ambiguities, and brought the instrument into line with the goals of the study.
By matching the questionnaire items to constructs defined in earlier empirical research, construct validity was attained (Kar et al., 2019; Ede 2023). As a result, the items were guaranteed to measure the desired variables, including financial performance, ROI, and adoption of digital marketing.
Reliability of the Instrument
The measurement tool's consistency is referred to as reliability. Twenty SMEs in Lagos who were excluded from the final sample participated in a pilot research to evaluate the questionnaire's dependability.  The Statistical Package for the Social Sciences (SPSS) was used to apply the Cronbach's Alpha test to the responses.
The reliability coefficients obtained were as follows:
Digital Marketing Adoption (α = 0.82)
ROI Measurement (α = 0.85)
Financial Performance (α = 0.88)
Challenges of ROI Measurement (α = 0.79)
The instrument was considered reliable for the primary investigation as all of the coefficients were higher than the acceptable cutoff point of 0.70 suggested by Nunnally (1978).
Method of Data Collection
The chosen SMEs were given questionnaires as part of the data collection procedure.  Both paper and electronic versions of the questionnaires were distributed. To boost response rates, soft copies were shared via email and WhatsApp, while hard copies were delivered to SMEs in Lagos, Abuja, and Port Harcourt by field assistants.
Four weeks were set aside for the collecting of data. After two weeks, non-respondents received follow-up reminders to entice them to participate. An effective response rate of 88% was achieved by returning 184 of the 200 questionnaires that were issued, of which 176 were valid and useful.
Method of Data Analysis
SPSS (version 26) was used to code and analyses the gathered data. Demographic data and adoption levels were compiled using descriptive statistics including means, frequencies, percentages, and standard deviations. The study hypotheses were tested using inferential statistics.
Specifically, the following techniques were used:
· Pearson’s Correlation Analysis to determine the strength and direction of the relationship between digital marketing ROI and financial performance.
· Linear Regression Analysis to establish the extent to which digital marketing ROI predicts financial performance.
· One-sample t-tests to test whether SMEs have significantly adopted digital marketing practices and whether they face significant challenges in ROI measurement.
The level of significance for hypothesis testing was set at 5% (p < 0.05).
Ethical Considerations
Ethical issues were taken into account to maintain the integrity of the research. Respondents were assured of the confidentiality of their responses, and participation was entirely voluntary. Informed consent was obtained before administering the questionnaire, and no personal or sensitive data that could identify individual respondents were collected. The study also complied with academic ethical standards by ensuring honesty, transparency, and objectivity in the collection and reporting of data.
This chapter presented the methodology employed in the study. A quantitative survey design was adopted, targeting 200 SMEs across Lagos, Abuja, and Port Harcourt. A structured questionnaire was used as the primary instrument, with validity and reliability confirmed through expert review and pilot testing. Data were analyzed using descriptive and inferential statistics to test the hypotheses and achieve the research objectives. The methodological framework provides a rigorous foundation for the results and discussion presented in the subsequent chapter.
Data Presentation, Analysis, and Interpretation
This chapter presents and interprets the data collected through the questionnaire administered to 200 SMEs across different sectors in Nigeria. Out of the 200 distributed questionnaires, 176 were returned valid and usable, representing an effective response rate of 88%. The chapter is structured into four main sections: demographic characteristics of respondents, descriptive statistics of the main research variables, inferential statistical analysis (correlation and regression), and discussion of findings in relation to the study objectives.
Demographic Characteristics of SMEs
Respondents were drawn from three broad categories of SMEs: Retail, Services, and Manufacturing. Table 1 presents the distribution.
Table 1: Distribution of SMEs by Sector
		Sector
	Frequency
	Percentage (%)

	Retail
	70
	39.8

	Services
	62
	35.2

	Manufacturing
	44
	25.0

	Total
	176
	100






Fig .1
[image: ]Retail small and medium-sized enterprises (retail SMEs) had the biggest representation in the table (39.8%), followed by service-based SMEs (35.2%), and manufacturing SMEs (25%) accounted for the remaining 25%.
Years in Operation

In order to determine the level of maturity of the firm, the number of years that small and medium-sized enterprises (SMEs) had been in operation was evaluated.  These findings are presented in Table 2
Table 2: Distribution of SMEs by Years in Operation
		Years in Operation
	Frequency
	Percentage (%)

	Less than 5 years
	79
	44.9

	5–10 years
	61
	34.7

	Above 10 years
	36
	20.4

	Total
	176
	100
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Forty-four percent of the small and medium-sized enterprises (SMEs) had been in operation for a period of less than five years, while twenty-four percent had been in existence for more than ten years.


Firm Size
Firm size was categorized based on the number of employees.
		Firm Size
	Frequency
	Percentage (%)

	Micro (1–9 employees)
	88
	50.0

	Small (10–49 employees)
	62
	35.2

	Medium (50–199 employees)
	26
	14.8

	Total
	176
	100





Table 3: Firm Size
Micro-sized businesses made up fifty percent of all small and medium-sized enterprises (SMEs), whereas just fourteen point eight percent were considered to be medium-sized. This correlates with national statistics that show the majority of small and medium-sized enterprises (SMEs) in Nigeria are of the micro variety.
Descriptive Statistics of Key Variables
Table 4: Distribution of Responses on Digital Marketing Adoption
		Response Scale
	Frequency
	Percentage (%)

	Strongly Disagree (1)
	12
	6.8

	Disagree (2)
	21
	11.9

	Neutral (3)
	46
	26.1

	Agree (4)
	57
	32.4

	Strongly Agree (5)
	40
	22.7

	Total
	176
	100






According to the findings, 55.1% (Agree + Strongly Agree) of Nigerian SMEs actively use digital marketing strategies. Reluctance is only displayed by 18.7% (Disagree + Strongly Disagree), however a noteworthy 26.1% are indifferent, indicating hesitancy or partial adoption.  This indicates that although SMEs are increasingly adopting digital marketing, a sizeable portion of companies are still cautious or have not yet fully incorporated digital methods.
Table 5: Distribution of Responses on ROI from Digital Marketing
		Response Scale
	Frequency
	Percentage (%)

	Strongly Disagree (1)
	14
	8.0

	Disagree (2)
	19
	10.8

	Neutral (3)
	49
	27.8

	Agree (4)
	56
	31.8

	Strongly Agree (5)
	38
	21.6

	Total
	176
	100






According to the results, 53.4% of respondents (Agree + Strongly Agree) think digital marketing offers a good return on investment.  Nonetheless, 18.8% disagreed and 27.8% were neutral. This implies that even while digital marketing is widely seen as advantageous, a sizable portion of SMEs are unsure how to calculate its returns, which is indicative of the measurement challenges typical of SMEs with inadequate financial tracking systems.
Table 6: Distribution of Responses on Financial Performance
		Response Scale
	Frequency
	Percentage (%)

	Strongly Disagree (1)
	11
	6.3

	Disagree (2)
	23
	13.1

	Neutral (3)
	44
	25.0

	Agree (4)
	59
	33.5

	Strongly Agree (5)
	39
	22.1

	Total
	176
	100






Adoption of digital marketing has improved SMEs' financial performance, according to 55.6% (Agree + Strongly Agree) of SMEs, 19.4% disagreed, and 25% were neutral. This supports the idea that successful digital interaction increases sales, customer acquisition, and brand recognition by highlighting a favorable correlation between digital marketing and financial results.
Table 7: Distribution of Responses on Challenges in Measuring ROI
		Response Scale
	Frequency
	Percentage (%)

	Strongly Disagree (1)
	20
	11.4

	Disagree (2)
	25
	14.2

	Neutral (3)
	47
	26.7

	Agree (4)
	53
	30.1

	Strongly Agree (5)
	31
	17.6

	Total
	176
	100






The findings indicate that assessing the return on investment (ROI) of digital marketing presents substantial hurdles for 47.7% (Agree + Strongly Agree) of SMEs. Just 25.6% disagreed, and 26.7% were indifferent. This implies that although SMEs might be aware of the advantages of digital marketing, their capacity to assess its efficacy is hampered by the lack of standardized performance measurements, which may account for the conflicting opinions displayed in Tables 1 and 2.
Table 8: Summary of Main Variables
		Variable
	Mean Score
	Standard Deviation
	Dominant Response
	Interpretation

	Digital Marketing Adoption
	3.53
	1.07
	Agree (32.4%)
	SMEs generally adopt digital marketing, though not universally.

	ROI from Digital Marketing
	3.48
	1.08
	Agree (31.8%)
	Most SMEs report positive ROI, but many remain neutral or skeptical.

	Financial Performance
	3.52
	1.05
	Agree (33.5%)
	Digital marketing is linked with improved financial performance for a majority.

	Challenges in Measuring ROI
	3.28
	1.15
	Agree (30.1%)
	Many SMEs face difficulties quantifying ROI, despite adoption.






Table 9: Correlation Matrix
		Variable
	Adoption
	ROI
	Financial Performance
	Challenges

	Adoption
	1
	0.68*
	0.59*
	-0.21

	ROI
	0.68*
	1
	0.72*
	-0.25

	Financial Performance
	0.59*
	0.72*
	1
	-0.18

	Challenges
	-0.21
	-0.25
	-0.18
	1





(*Correlation is significant at 0.01 level)
The findings indicate a good correlation between the adoption of digital marketing and both financial success (r = 0.59) and return on investment (r = 0.68). Additionally, there is a high positive correlation (r = 0.72) between ROI and financial performance. On the other hand, although the correlation is less, difficulties in assessing ROI have a negative correlation with both financial success (-0.18) and ROI (-0.25).
Regression Analysis
A straightforward regression study was carried out to evaluate the predictive impact of digital marketing ROI on financial performance.
Table 10 : Regression Results (Dependent Variable: Financial Performance)
		Predictor
	Coefficient (β)
	Std. Error
	t-value
	Sig. (p)

	Constant
	1.12
	0.21
	5.33
	0.000

	ROI
	0.71
	0.08
	8.88
	0.000





R² = 0.52, F(1,174) = 78.8, p < 0.001
ROI is a significant predictor of financial performance, according to the regression results (β = 0.71, p < 0.001). ROI accounts for 52% of the variance in financial success, according to the R2 value of 0.52. This is a substantial correlation between improved SME financial outcomes and higher returns from digital marketing.
Interpretation of Findings
According to the report, digital marketing tactics are being adopted by SMEs in Nigeria more frequently, especially in the retail and services industries. Adoption of digital marketing has a good correlation with return on investment (ROI), which has a significant impact on financial success. But ROI measurement issues continue to be a barrier, indicating that although SMEs are gaining from digital channels, they frequently lack the advanced instruments necessary to accurately measure outcomes.
These results support the study's hypothesis that the financial performance of Nigerian SMEs is significantly impacted by the return on investment of digital marketing.
Discussion, Conclusion, and Recommendations
Discussion of Findings
This study's main goal was to investigate how the financial performance of SMEs in Nigeria was affected by the adoption of digital marketing, with a focus on evaluating the significance of return on investment (ROI) and identifying the difficulties in calculating ROI. By administering a questionnaire to a sample of 200 SMEs, the study received 176 valid replies. The analysis offered insightful information about the current status of digital marketing among SMEs in Nigeria.
Examining the degree of digital marketing adoption among Nigerian SMEs was the primary goal of the study. More than half of the respondents (55.1%) agreed that they use digital marketing methods, according to the data (Table 1), while 18.7% disagreed and 26.1% were neutral. This illustrates that while digital marketing is becoming more and more popular, adoption is not uniform. According to book like Chaffey and Ellis-Chadwick (2019), SMEs in developing nations are increasingly utilizing digital platforms; nevertheless, the extent of their adoption is frequently limited by technical and infrastructure obstacles. It appears that some SMEs are experimenting with digital tools without fully committing to formal plans, as indicated by the comparatively large percentage of indifferent replies. The potential for optimizing digital marketing for competitive advantage is limited by this partial adoption.
The second goal of the study was to determine whether using digital marketing results in a quantifiable return on investment. According to the results (Table 2), 53.4% of SMEs concur that digital marketing produces a favorable return on investment, compared to 18.8% who disagreed and 27.8% who were neutral. This result confirms earlier research by Unvan & Badlo (2021), who claimed that digital marketing gives SMEs affordable chances to compete with bigger companies. The significant percentage of ambivalent answers, however, emphasizes how difficult it is for SMEs to assess measurable benefits. Due to their lack of advanced financial performance monitoring tools, many SMEs are unable to accurately determine whether digital initiatives generate profits that are proportionate with their efforts. This disparity is especially noticeable in Nigeria, where SMEs frequently function with inadequate record-keeping and little financial knowledge. Therefore, even if SMEs are aware of the possibilities of digital marketing, it is still unclear how much money will be made.
Evaluating the connection between SMEs' overall financial success and their adoption of digital marketing was the third research objective. According to the results (Table 3), 55.6% of participants concurred that the use of digital marketing has improved financial performance. This study is important because it suggests that SMEs that spend money on digital marketing will probably see increases in market reach, sales growth, and profitability. This is in line with the resource-based view (RBV) philosophy, which holds that businesses can use their special resources and competencies to gain a long-term competitive edge. Larger markets, more focused consumer interaction, and greater customer loyalty are all made possible for SMEs by digital marketing, and these factors all improve performance. The 25% of neutral answers, however, imply that digital marketing's effects are not necessarily instantaneous or linear. It could take some time for investments to result in observable financial gains for SMEs with tight budgets.
The fourth research objective focused on the difficulties SMEs encounter when calculating the return on investment (ROI) of digital marketing. According to the findings (Table 4), 47.7% of SMEs concurred that measuring ROI presents considerable obstacles. This supports the findings of Tajvidi and Karami (2017), who contended that it can be difficult to explicitly link revenue growth to digital marketing initiatives, especially for smaller businesses with less analytics know-how. SME operations in Nigeria frequently lack professional marketing teams, sophisticated customer relationship management (CRM) tools, and structured performance dashboards. As a result, even in cases where digital marketing enhances performance, the inability to measure outcomes erodes trust in further investment. A structural weakness in Nigerian SMEs is shown in this gap between adoption and measurement, which restricts their capacity to strategically optimize digital strategies.
All things considered, the conversation shows that the goals of the study were effectively met.  Nigerian SMEs are adopting digital marketing at an increasing rate; it improves financial performance and returns on investment, but measurement issues still prevent full use. These results highlight Nigerian-specific contextual factors such resource restrictions, financial literacy difficulties, and infrastructure constraints, while also confirming a large portion of the earlier research on digital marketing.
Conclusion
Using a sample of 200 SMEs polled via questionnaires, this study investigated the connection between financial performance, ROI, and adoption of digital marketing among SMEs in Nigeria. The study produced a number of important conclusions. First, Nigerian SMEs are increasingly adopting digital marketing; nevertheless, their levels of commitment differ, with some being cautious or taking a neutral position. Second, despite measuring issues that provide conflicting results, digital marketing is usually thought to produce good return on investment. Third, there is a favorable correlation between financial performance and the adoption of digital marketing, suggesting that SMEs that use digital platforms are more competitive and profitable. Finally, due to deficiencies in analytical skills, record-keeping, and organized performance monitoring, SMEs have a difficult time calculating return on investment.
These findings support the value of digital marketing as a tactical instrument for Nigerian small and medium-sized enterprises, especially in the age of globalization and heightened competition.  To help SMEs optimize the financial gains from digital marketing, the results also emphasize the necessity of infrastructure support and capacity building. By offering empirical data from the Nigerian SME sector, the study adds to the body of literature and broadens the focus of research on digital marketing in developing nations.
Recommendations
Several suggestions are made in light of the research's conclusions. First, instead of implementing digital tools on the fly, SMEs should create systematic digital marketing strategy. SMEs may benefit from training programs offered by government organizations like SMEDAN, which could improve their knowledge on how to create and carry out cost-effective campaigns. Second, procedures for measuring performance and financial literacy need to be enhanced. In order to better analyses customer behavior and assess return on investment, SMEs must implement reasonably priced analytics solutions like Google Analytics and social media insights. Third, policies and infrastructure that encourage SMEs to embrace technology-driven business practices should be made available by the government and industry groups. These should include better internet access, training in digital literacy, and incentives. Fourth, it is crucial to establish capability in ROI measurement. SME owners and managers should be trained in cost-benefit analysis, digital ROI metrics, and key performance indicators (KPIs) through workshops and short courses. Lastly, as SMEs in sectors like retail, hotels, and services may encounter distinct effects from digital marketing, future studies ought to concentrate on sector-specific dynamics.
To sum up, digital marketing provides Nigerian SMEs with an essential route to enhanced financial performance and sustained competitiveness. SMEs must, however, overcome the difficulties of resource allocation, ROI measurement, and adoption consistency if they are to realize its full potential. Digital marketing has the potential to be a vital component of SME expansion and economic development in Nigeria with the right legislation, training, and technology infrastructure.
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