
 
 
Academy of Accounting and Financial Studies Journal                                                               Volume 28, Special Issue 6, 2024 

 

 1                                                                            1528-2635-28-S6-003 

Citation Information: Bello, A., (2024). How commercial banks drive the success of small and medium enterprises.  
Academy of Accounting and Financial Studies Journal, 28(S6), 1-2. 

HOW COMMERCIAL BANKS DRIVE THE SUCCESS 

OF SMALL AND MEDIUM ENTERPRISES  

Aisha Bello, University of Lagos 

ABSTRACT 

Small and Medium Enterprises (SMEs) are the backbone of many economies, 

contributing significantly to employment, innovation, and economic growth. However, these 

enterprises often face financial challenges that can hinder their development and 

sustainability. Commercial banks play a crucial role in supporting SMEs by providing access 

to financial resources, advisory services, and tailored products that meet the unique needs of 

these businesses. This article explores the various ways in which commercial banks drive the 

success of SMEs, examining the financial products offered, the importance of relationship 

banking, and the impact of digital transformation on SME banking services. It also discusses 

the challenges faced by SMEs in accessing finance and how commercial banks are evolving 

to meet these needs. 
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INTRODUCTION 

Small and Medium Enterprises (SMEs) are pivotal to the economic fabric of many 

nations. They contribute to job creation, foster innovation, and promote competition in 

markets. Despite their importance, SMEs often struggle with financial constraints that can 

limit their growth potential. Commercial banks, as key financial intermediaries, play an 

essential role in addressing these challenges by providing SMEs with the necessary financial 

support and services (Anderson, 2017). 

The Role of Commercial Banks in SME Financing 

One of the primary ways commercial banks support SMEs is by offering a range of 

financial products tailored to their needs. These include loans, credit lines, trade finance, and 

leasing options. Unlike large corporations, SMEs often lack sufficient collateral or credit 

history, making it difficult for them to secure financing (Aung, 2008). Commercial banks 

mitigate this by developing specialized lending products that consider the unique risk profiles 

of SMEs. Additionally, relationship banking is a key factor in SME financing, where banks 

build long-term relationships with SME clients, understanding their business models, and 

providing customized solutions (Delfiner & Peron, 2007). 

Advisory Services and Financial Literacy 

Beyond providing financial products, commercial banks offer advisory services that 

are critical for the success of SMEs. These services include financial planning, risk 

management, and business development advice (Hillary, 2017). Banks often conduct 

financial literacy programs aimed at educating SME owners on effective financial 

management practices, enhancing their ability to make informed decisions and manage their 

resources efficiently (Beck & Demirguc-Kunt, 2006). 
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Impact of Digital Transformation on SME Banking 

The advent of digital technology has transformed the way commercial banks interact 

with SMEs. Digital banking platforms enable SMEs to access financial services more 

conveniently, reducing the time and cost associated with traditional banking processes. 

Online banking, mobile apps, and fintech partnerships have made it easier for SMEs to 

manage their finances, apply for loans, and receive payments. Digital transformation also 

allows banks to leverage data analytics to better assess the creditworthiness of SMEs, thereby 

improving the efficiency and effectiveness of lending decisions (Christopher, 2010; Deeg, 

1998). 

Challenges Faced by SMEs in Accessing Finance 

Despite the efforts of commercial banks, SMEs still face significant challenges in 

accessing finance. These challenges include stringent lending criteria, high-interest rates, and 

a lack of understanding of SME-specific needs. Furthermore, the economic volatility and 

regulatory environment can also impact the ability of SMEs to secure financing. Commercial 

banks need to continuously innovate and adapt their offerings to better serve the SME sector 

(Levitsky & Prasad, 1987; Tolba et al., 2014; Wonglimpiyarat, 2007). 

CONCLUSION 

Commercial banks are indispensable in driving the success of Small and Medium 

Enterprises by providing essential financial products, advisory services, and leveraging 

digital technologies. However, to fully support the growth and sustainability of SMEs, 

commercial banks must continue to evolve, offering more flexible and accessible financing 

options, and deepening their understanding of the unique challenges faced by SMEs. By 

doing so, they can help unlock the full potential of SMEs, contributing to broader economic 

development and prosperity. 
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