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ABSTRACT

This study investigates the challenges facing the acceptability of |slamic Banking
in Nigeria, focusing on the three cities where Jaiz Bank was first established,
which are Abuja, Kaduna and Kano cities. Data were obtained using
guestionnaire. Smplerandom samplewas used in administering the questionnaire
to 40, 32, 36 participantsin the selected cities. Furthermore, systematic sampling
was applied so asto free the research from being biasin whatever way possible.
The data obtained were analysed using simple percentage, and chi-sguare was
used in testing the hypothesis. Responses wer e obtained from both Muslims and
non Muslims with 81.5% of the respondents having interest in Islamic Banking.
Most of the respondents believe that changing the name to Interest free banking
will be more attractive. The study reveals that 98.1% of the respondents are
aware of Islamic Banking but only 35.2% are familiar with the products and
services provided by Islamic bank. The study, therefore, suggest that Jaiz Bank
needs to focus more on marketing and promotions of Islamic banking products
and services so as to create more awareness among the potential customers.
Keywords: Islamic Banking, Sharia Law, Interest Free Banking, Jaiz Bank,

INTRODUCTION

Whether in Chridtianity, Idam or Judaism, every community wantsto borrow money without
being bugged downwith multi layer interest Sructure. Riba, interest or usury literally means
to grow, to increase. Technically, it denotes the amount that alender receivesfrom a
borrower at afixed ratein excessof the principal. 1slamic bankingisinvolved with the
activitiesthat are consistent with the principles of sharia/lslamic law and its practical

application through the devel opment of I amic economics. Idamiclaw prohibitsthefixed
or floating payment or acceptance of specificinterest (known asribaor usury) for loansof

money. Investing in businessesthat provide goodsor servicescontrary to Idamic principle
isprohibited. Hence, the Qur’ an states:

“ O ye who believe! Devour not usury, doubled and multiplied, but
fear Allah, that yemay (really) prosper” (Qur’an 3:130).
Both the Christian and Jewi sh scripturesal so prohibit interest. Thebible encourages|oan,
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whether on money or food, emphasizing that they enable the poor to regain their
independence, but forbidsthe charging of interest ontheloan. The Biblea so Sates:

“ Do not charge your brother interest, whether on money or food or

anything elsethat may earninterest” (Deuteronomy 23:19).

“Do not take interest of any kind from him, but fear your God, so

that your countrymen may continue to live among you” (Leviticus

25:36).

TheJewish scripturesencouragethegranting of loansif they do not involveinterest. Charging
interest isclassified inthebook of Ezekiel asbeing among theworst sins, and isforbidden
according to Jewish law.

“ Hath given upon interest, and hath taken increase; shall he then

live? He shall not live: he hath done all these abominations; he shall

surely die; hisblood shall beuponhim” (Ezekiel 18:13).

An early market economy and an early form of mercantilism, called Ilamic capitalism
were devel oped between the eighth and twel fth centuries (Subhi, 1969). The monetary
economy of the period was based on thewidely circulated currency thegold dinar, and it
wastied together in regionsthat were previousdy economically independent. A number of
economic conceptsand techniquesweregpplied in early I1damic banking, including billsof
exchange, partnership (mufawada), limited partnership (mudaraba), formsof capitd (a-
mal), capital accumulation (nama al-mal), (Jairus, 2007), cheques, trust (waqf) (Timur,
2005), transactional accounts, loan, ledgersand assignment. Organi zational enterprises
independent from state a so existed inthemedieva Idamicworld, whileagency indtitution
wasa sointroduced during that time (Said, 1999).

Many of the capitalist conceptswere adopted and further advanced in medieval
Europefromthe 13" century onwards (Jairus, 2007). Theestablishment of Iamic banking
in Nigeriabrought about alot of criticism and challenges. For instance, on 17" August,
2012 a Federal High Court in Abuja, the Federal Capital Territory presided over by
Justice Gabriel Kolawale, declared thenon interest financial institutions operating under
theprinciplesof Idamic Jurisprudence asillega and unconstitutional. Hesaid thelicense
issued to Jaiz International Bank Pic. to carry out Ilamic bankingin the country would be
nullified. Justice K olawa efurther statesthat “thereareno provisonsinthe CBN Act and
theBanksand other Financid IndtitutionsAct (BOFI A) that empowersthe CBN Governor,
Sanus Lamido Sanus, to issuelicensefor anoninterest financial institution to operate
under the principles of 1lamic Jurisprudence without the approval of the Head of State
throughtheMinigter of Finance’. Thisannouncement hascontributed to the negativebdlieve
someditizensinthecountry hold ontheestablishment of Idamic banking asmany ignorantly
consider it to beabank for Musdimsestablished inasecular Nation (Nigeria) wherethere
exis fredy thepracticeof different beliefsand faiths.

The main objective of this study therefore, isto evaluate the challenges facing the
acceptability of 1slamic banking in Nigeria. And the specific objectives are to assess the
acceptability of Islamic banking in Nigeria, and find out the significance of 1slamic banking
to the Nigerian economy. The findings are expected to raise awareness and understanding
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of Islamic banking to both Muslimsand non Muslimswhichwill aidein accepting alternative
banking system that is based on morals, ethics and beliefs. Thus, the hypothesis the
acceptability of 1slamic Banking in Nigeria is not facing any significant challenge was
devel oped to accomplish the objectives of the study.

I|slamic Bankingin Nigeria

|slamic banking can be defined as Shariah-compliant banking” that “ providesand uses
financia servicesand productsthat conformto Idamicreligiouspracticesandlaws (K ettell,
2010). Thisisthe prescribed way of life based on the guidance given by God, writtenin
the Quran, and through the sayings and teachings of the Prophet. |slam isa system of
valuesbased on*“ belief, justice, equity, fairnessand morality” (Kettell, 2010) whichare
thefoundationsto any financid transactioninIdamic Banking. Itisthesevauesand moras
that have formed asystem based on ethics (Wilson, 2011).

| slami ¢ banking has the same purpose as conventional banking except that it
operatesin accordance with therules of shariaknown asfigh al-muamalat. Thebasic
principleof Idamic banking isthesharing of profit and lossand prohibition of riba/usury.
Islamic banking, asdefined above, isasystem based on “belief, justice, equity, fairness
and morality” (Kettell, 2010). The principles and sources of the shariah isthe Qur’an
followed by Hadith (recorded sayingsand actions) of Prophet Muhammad (pbuh). Where
solutionsto problems cannot befound in these two sources, rulingsare made based on the
consensusof community of learned scholars, independent reasoning of anldamic scholar
and custom, so long assuch rulingsdo not deviate from thefundamental teachingsinthe
Qur’ an. There are some significant difference between Islamic banking and interest free
banking. Interest free banking iswithout interest but the mode of operation or theinstitutions
it may useinitsoperation may not necessarily be Islamic. For example, Bank PHB, Finbank,
StanbicIBTC and other micro-finance banks such as Integrated Microfinance Bank, Kada
Microfinance Bank have these windows (which non-muslims do patronise effectively); you
can transact interest freeif you like but that does not mean the bank will not transact with
other non Islamicinstitutionslike brewery and other things.

So abank can beinterest-free, but itsinstruments might not beldamic. It doesn’t
dedl directly withinterest but theinstrumentson the peopleit givesloansmay have some
elementsof un-ldamic practice. A pureldamic banking isthe onethat doesnot deal with
interest aswdll asitsinstruments, purely Idamic. They will not investingambling, brewery
and any kind of tradethat isun-1dlamic. Hence, the need for the CBN to perfect thelegal
framework that will allow itsfull operationa system. Islamic banking will make the bank
and customers more committed to the management of assets (loans) on the one hand and
interest free deposits for investments by the bank on the other. By so doing, they will woo
investorsinto the sector. So also the equity and justicein profit sharing will provide enabling
environment for investors to commit their resources.

Noninterest bankingisaprofit growing global phenomenon practicedinnearly 70
countriesall over theworldincluding, United Kingdom, Canada, United Statesof America,
United Arab Emirate, Maaysia, China, Singapore, SouthAfrica, Kenyaetc. Globa Banks
likeHSBC, Citibank, Barclays Bank etc. are also offering dternativefinancia services
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which areopentoadl irrespectiveof raceor religion. Many financiersacrosstheworld are
searchingfor dternativemeans’, and Idamic banking “isbecoming anincreasingly atractive
option (Kettell, 2010). TheUnited Kingdom hasdready showninterestinldamic Banking
through the approval by the Financial ServicesAuthority (FSA) for thefirst Shariah
compliant Idamic Bank inthe United Kingdom, Idamic Bank of Britain. JaizBank PLC
was created out of theformer Jaiz International Plc whichwas set upin 2003/2004 asa
specid purposevehicle(SPV) to establish Nigeria sfirst noninterest bank. Itisan unquoted
public company owned by over 3000 sharehol ders spread over the six geographical zones
of Nigeria. Jaiz Bank Plc obtained aregiona operating licenseto operateasaNon Interest
Bank fromthe Central Bank of Nigeriaon 11" November 2011 and begun full operations
onthe 6™ January 2012 with three branches|ocated in Abuja FCT, Kadunaand Kano.
Theintroduction of 1slamic banking ispart of adrive by the Central Bank of Nigeria
(CBN), to propel Nigeria seconomy and promote financial inclusion by introducing
dternativeproducts.

Jaiz plansto upgradeto aNational operating license by 2013. Consequently, it
will increaseitscurrent share capita basefrom N6 billion (USD$39 million) toN12 billion
(USD $78 million). Thisupgrade will enablethe bank to operatein all the 36 Statesof the
federationincluding the Federa Capital Territory. Thebank isfocusing mainly onretail
banking, but will offer corporateand commercia banking services. Thisfocuswill makeit
easy to servicethe mgority of Nigerianswho want to do away with Riba/Usury intheir
daily activities. Someof Jaiz productsinclude mudaraba savings, hajj savingsaccount,
home acquisition plan, auto ijara and mudaraba joint investment.

Servicesand Productsof | lamic Banking
The common Shariah concepts according to Ethica CIFE (certified Islamic Finance
Executive) study notesareasfollows:

Wadiah (Safekeeping): Wadiah meanscustody or safekeeping. InaWadiah arrangement,

you will deposit cash or other assetsin abank for safekeeping. The bank guaranteesthe

safety of theitemskept by it. It worksasfollows:

[ You place money in abank and the bank guaranteesto return the money to you.

i You aredlowed to withdraw themoney anytime.

i Bank may chargeyou afeefor |ooking after your money and may pay hibah (gift)
toyouif it deemsfit.

Y Thisconcept isnormally used in deposit-taking activities, custodia servicesand
safe deposit boxes.

Mudharabah: Thisisaprofit sharing arrangement between two parties, that is, aninvestor

and theentrepreneur. Theinvestor will supply the entrepreneur with fundsfor hisbusiness

venture and getsareturn on thefunds he putsinto the businessbased on aprofit sharing

ratio that hasbeen agreed earlier. The principle of Mudharabah can begppliedtoIdamic

banking operationsin2ways. between abank (asthe entrepreneur) and thecapitd provider,

and between abank (as capital provider) and the entrepreneur. Losses suffered shall be

borneby the capital provider. It worksasfollows:
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[ You supply fundsto the bank after agreeing on the terms of the Mudharabah
arrangement.

i Bank investsfundsin assetsor in projects.

i Businessmay make profit or incur |oss.

v Profit is shared between you and your bank based on apre agreed ratio.

% Any losswill beborneby you. Thiswill reducethevaueof theassetsinvestments
and hence, theamount of fundsyou have supplied to the bank.

Bai’ Bithaman Ajil —BBA (Deferred payment sale): Thisrefersto the sale of goods

wherethebuyer paysthe sdller after the saletogether with an agreed profit margin, either

inonelump sum or by ingtdIment. It worksasfollows:

i You pick an asset youwould liketo buy.

i You then ask the bank for BBA and promise to buy the asset from the bank
through aresaleat amark-up price.

i Bank buysthe asset from the owner on cash basis.

v Ownership of the goods passesto the bank.

v Bank sdllsthe goods, passes ownership to you at the mark-up price.

M You pay the bank the mark-up priceininstallmentsover aperiod of time.

Murabahah (Cost plus): Asin BBA, a Murabahah transaction involves the sale of
goods at a price which includes a profit margin agreed by both parties. However, in
Murabahah, the seller must | et the buyer know the actual cost for the asset and the profit
margin at thetime of the saleagreement.

Musharakah: Inthe context of businessand trade, Mushar akah refersto apartnership
or ajoint businessventureto make profit. Profitsmadewill be shared by the partners
based on an agreed ratio which may not be in the same proportion as the amount of
investment made by the partners. However, lossesincurred will be shared based onthe
ratio of fundsinvested by each partner.

ljarah ThummaBai’ (Hirepurchase): ljarah ThummaBai’ isnormally used infinancing

consumer goods especialy motor vehicles. There aretwo separate contractsinvolved:

ljarah contract (leasing/renting) and Bai’ contract (purchase). The contractsare made

oneafter the other asshown below:

i You pick acar youwouldliketo have.

i You ask the bank for Ijarah of the car, pay the deposit for the car and promiseto
leasethe car from the bank after the bank has bought the car.

i Bank paysthesdller for thecar.

Y Seller passes ownership of the car to the bank.
v Bank leasesthe car toyou.
v You pay ljarah rentalsover aperiod.

Vil At end of theleasing period, the bank sellsthe car toyou at the agreed sale price.

Wakalah (Agency): Thisisacontract whereby aperson (principal) asksanother party to
act on hisbehalf (ashisagent) for aspecific task. The person who takesonthetaskisan
agent whowill bepaid afeefor hisservices.
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Qard (I nterest-freeloan): Under thisarrangement, aloanisgivenfor afixed period on
agoodwill basisand theborrower isonly required to repay theamount borrowed. However,
the borrower may, if he so wishes, pay an extraamount (without promising it) asaway to
thank thelender.

Hibah (Gift): Thisrefersto apayment madewillingly inreturnfor abenefit received. For
example, in savings operated under Wadiah, banks will normally pay their Wadiah
depositorshibah although the account holdersonly intend to put their savingsinthe banks
for safekeeping.

Bai Al Dayn: A debt financing and provision of financia resourcesrequired for production,
commerceand servicesthrough the saleand purchase of trade document and papers. Itis
short termfacility with ayear or lessmaturity period. Only documents evidencing debts
arising from bonafide (genuine) commercid transactionscan betraded.

Bai inah: Thisisasdl and buy back agreement wherethe seller sallsthe underlying asset
at cost plusmark up (saleprice) and immediately buysback the assetsat cost in cash. The
buyer will pay the sale price on deferred terms.

| stisna’: A saleby order wherethe customer who hasacontract to deliver anassetinthe
future, request thefinancier to undertake and compl ete project according to the specification.
Thefinancier will appoint athird party or customer to construct the project on hisbehalf.
Salam: Advanced purchase or advance payment for goodsto be delivered at aspecific
futuredate. A sae happensa though the goodsare not in existence yet provided the goods
are defined and date isfixed. The objects must be tangible and able to be defined in
quantity, quality and workmanship.

Differencesbetween Conventional and | lamic Banking Systems

A conventiona and Idamic banking system differsin many wayswhich areasfollows:

[ Idamic banking system followsriba (interest) free principlesand usesprofit and
losssharing principleswhile conventiond banking followsinterest based principles
(Atif, 1988).

[ The primary motive of conventional banking systemisprofit only with no ethica
andreligiouscongderation. But Idamic banking system followsshariah law which
includes Quran and Hadiths guidance (M uhammad, 2009).

i Deposit account holder in conventiona Banking system getstheir interest (share
before shareholders. But in Idamic banking system both will have samerightsfor
thelr share (Kabir and Mervyn, 2007).

Y Idlemoney in conventional banking system earnsreturns. But inIdamic banking
systemidlemoney cannot earn any return (Faud and Mohammed, 1996).
% Investorsor depositorsin conventional banking most of thetimeenjoy risk free

return. But in Idamic banking system depositorsor investorshave an opportunity
to earn higher returns (Abu Umar, 2010).

i Conventional banks collect Government taxes as agentsfrom deposit accounts
and from different accountswith different tax rates. Whileldlamic banks collect
Zakat from Muslims accounts at arate of 2.5% at the end of every year and
deposit to Bait ul Mall (Kettle, 2011).
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Significanceof slamic Banking

Unlike conventional banks, Islamic banksare not exposed to losesfrom investment in
toxic assets nor are they dependent on wholesale funds sincethese practicesarenot in
accordancewith the principles set out in sharia. Moreover, recent years have already
indicated that thereisaninterestin Idamic banking beyond Idamicinvestors. For example,
UK isone of the leading centresfor Islamic banking in the world yet only 5% of its
populationareMudims. Theglobal recession by the collgpsein credit supply saw many of
theglobally accepted mode sof investment disappeared d most overnight with thecollapse
of Lehman Brothersin September 2008. It iswell accepted that the credit crisiswas
essentialy caused by gambling and inadequateregul ations. Thussurely asysteminwhich
gamblingisbanned, whereeverything must be backed by tangibleassatsshould besignificant
inapost recessionworld.

The banking system currently operating in Nigeriaisthe conventiona one. Itis
interest-based banking system. Thewhole credit systemisbuilt upon the institution of
interest. Under the system, the borrower isobliged to pay apredetermined rate of interest
ontheamount borrowed even though hemay haveincurredosses. Thereationship between
thebank anditsclientis, therefore, that of creditor and debtor, thishad |ed to so many
economic and socia evilsamong other things. From theforegoing, it isobviousthat the
detrimental effectsof interest (gpplicableto conventiona banking) areevident asinterest
wasoriginaly forbidden by dl mgor rdigionsof theworld (Idam, Chrigianity and Judaism
inparticular). Eventhenon-Muslim scholars, economistsand bankers acknowledge that
Idlamic banking hasmadeaplacefor itself in thewholeworld of finance. The Vatican has
put forward theideathat “ the principles of 1amic finance may represent apossiblecure
foralingmarkets’ (Lorenzo Totaro, 2009). “ Vatican saysldamicfinancemay helpwestern
banksincrigs’ (http:/ Awww.bloomberg.com).

Similarly, theprovision of interest can beregarded asexploitation. Idamic banking
isasystemthat hasitsrulesand regulationsand theonly systemthat is performed entirely
freeof interest. Theestablishment and gpplication of Idamicbanking particularly inNigeria,
isthe best way to curb these socio-economic maladiesin our system. The main objectives
of thebanking sysemareremoval of injustice, bringingintheoptimd leve of socid wedfare
and ensuring justicein thelivesof individualsand thesociety at large, through the concept
of unity, brotherhood and socid justice. It discouragesand prohibitsall formsof exploitation,
extravagance, hoarding among others. Themain goal of theldamic economic systemis
socid justiceand equality. It triesto befair tooneand al. It helpsin promoting individual
enterprise and al so control sthe economic systemin afair and equal manner.

Intheldamicfinancia system, thefinancia ingtitutions (banks) becomeapartner
inbusiness. The utilization of the fundsfrom theinstitution by abusiness house or an
enterpriseison aprofit and losssharing basis. Gainsfrom the businessaswell aslosses
earned dueto thebusinessare shared proportionately by theingtitutionsand the enterprise.
But thisdoes not mean that theinvestmentsby financia institutionsare specul étive. Before
investing money, athorough investigation iscarried out on therisk factors associated with
thebusiness. Feas bility study of the project and necessary risk management principlesare
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rightly undertaken to underminetheeffect of loss. Investing inIdamic banksmay provide
more profit and lessrisk becausethefinancia ingtitution hasitsowninterest asit actsasa

partner.

METHOD

Thissurvey adoptsboth quditativeand quantitative methods of datacollection. Questionnaire
was chosen (quantitative) to gather statistical dataabout responses and was backed up
with persona interview (qualitative). Theinterview wasnot tightly structured so asto
enabl e the phenomena under investigation to be explored in terms of either breath or
depth. Thishelped to ascertain the problemsand challengesfacing I lamic banking so as
to capture any lapsesin data ascertained using the questionnaire. Random sampling
techniquewas selectedin order to ensurethat al the popul ation areequaly given achance
of being selected for the study.

Systematic sampling wasfurther applied so astofreetheresearch frombeing bias
inwhatever way poss ble. The questionnaire was designed to include both open and close
ended questions so that valid and reliabl e information can be ascertained. The questions
included both demographic and complex questions. Statistical Packagefor Socid Sciences
(SPSS) 16.0 was used in analyzing the data. Sixty copies of the questionnaire were
administered to each city, though 40, 32 and 36 for Abuja, Kadunaand Kano respectively
were sdlected for dataanayss. Findingswere presented using S mple percentage and chi-
sguarewas used in testing the only hypothesisformul ated for the study.

RESULTSAND DISCUSSION

Though therespondentswere selected randomly, table 1 clearly showsthat 64.8% of the
respondents were Muslimswhile 35.2% were Christians. On issue of gender, table 2
showsthat 59.3% of the respondentsweremalewhile40.7% werefemalewhichisafar
presentation of gender. Table 3 indicates that 98.1% of the respondents are aware of
Idamic Banking, whileonly 1.9% areunaware. Thisshowsthat mgority of therespondents
whichincdudesboth Mudimsand Chridtiansareaware of Idamic Banking. Table4indicates
that only 35.2% are aware of Idlamic banking productswhile 64.8% of the respondents
arenot aware of 1damic banking products, thelack of awareness could be dueto people
not being exposed to I amic banking (Mohammad and Ramana, 2012). Table 5 shows
where the respondents heard about Islamic banking. The findings indicate that the
respondentsheard about I amic banking fromfamily and friends, andteevisonwith 40.7%
and 27.8% respectively of therespondentsattesting to that.

Table6 indicatesthat over 34.3% of therespondentsareinterested inlslamic
Banking. A further 47.7% are very much interested in Islamic Banking. Thiscould be
because of lost of faith and trust in the conventional Banking system. The respondents
werea so askedif changing the nameldamic Banking to Interest free banking will reduce
thefear of people, and about 70% agreetothat. Thisisshownontable 7. Table 8 shows
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that about 49% of the respondents are of the view that ignorance of |slamic banking
systemisthemost important challengefacingitsacceptability in Nigeria, followed by lack
of awarenesswith 31.5% of therespondentsagreeing to that. Thisindicatesthat thereis
still need for moreawarenessof Idamic bank and itsproducts. Thenull hypothesiswhich
datesthat theacceptability of IdamicbankinginNigeriaisnot facing any sgnificant chalenge
isrejected becausethe calculated value of 0.073 ishigher thanthelevel of significance of
0.05. Thisimpliesthat there are significant challengesfacing the acceptability of Idamic
bankinginNigeria

Table 1: Demographic characteristicsof therespondentsin termsof Religion

Religion Abuja Kaduna Kano Total

Idam 26(65.0%) 20(62.5%) 24(66.7%) 70(64.8%)
Christianity 14(35.0%) 12(37.5%) 12(33.3%) 38(35.2%)
Total 40(100%) 32(100.0%0) 36(100.0%) 108(100.0%)

Sour ce: Fieldwork, 2013. Computed using SPSS 16.0
Table2: Demographic characteristicsof therespondentsin termsof Gender

Gender Abuja Kaduna Kano Total

Mae 26(65.0%) 16(50.0%) 22(61.1%) 64(59.3%)
Femde 14(35.0%) 16(50.0%) 14(38.9%) 44(40.7%)
Total 40(100.0%) 32(100.0%) 36(100.0%) 108(100.0%)

Sour ce: Fieldwork, 2013. Computed using SPSS 16.0

Table3: Awarenessof 1damic Banking and its products: respondentswere asked if they
heard about |9 amic Banking

Awareness Abuja Kaduna Kano Total

Yes 40(100.0%) 30(93.8%) 36(100%) 106(98.1%)
No 0(.0%) 2(6.2%) 0(.0%) 2(1.9%)
Total 40(100.0%) 32(100.0%) 36(100.0%0) 108(100.0%)

Sour ce: Fieldwork, 2013. Computed using SPSS 16.0

Table4: Familiarity with Idamic Banking products: respondentswere asked if they were
familiar with Idamic banking productsand services

Familiarity Abuja Kaduna Kano Total

Yes 10(25.0%) 16 (50.0%) 12(33.3%) 70(35.2%)
No 30(75.0%) 16(50.0%) 24(66.7%) 38(64.8%)
Total 40(100.0%) 32(100.0%) 36(100.0%) 108(100.0%)

Sour ce: Fieldwork, 2013. Computed using SPSS 16.0
Table5: Sourcesof information about Islamic Banking

Source Abuja Kaduna Kano Total
Television 10(25.0%) 8(25.0%) 12(33.3%) 30(27.8%)
Radio 6(15.0%) 4(12.5%) 2(5.6%0) 12(11.1%)
Family and friends 18(45.0%) 14(43.8%) 12(33.3%) 44(33.3%)
Internet 6(15.0%) 6(18.8%) 10(27.8%) 22(20.4%)
Total 40(100.0%) 32(100.0%) 36(100.0%) 108(100.0%)

Sour ce: Fieldwork, 2013. Computed using SPSS 16.0
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Table6: Interestinldamic Banking

I nterest Abuja Kaduna Kano Total

Not interested  6(15.0%) 6(18.8%) 8(22.2%) 20(18.5%)
Interested 15(37.5%) 16(50.0%) 6(16.7%) 37(34.3%)
Very interested  19(47.5%) 10(31.2%) 22(61.1%) 51(47.2%)
Total 40(100.0%) 32(100.0%) 36(100.0%) 108(100.0%)

Source: Fieldwork, 2013. Computed using SPSS 16.0

Table7: Interest free

Interest free Abuja Kaduna Kano Total
Yes 28(70.0%) 24(75.0%) 24(66.7%) 76(70.4%)
No 12(30.0%) 8(25.0%) 12 74
3B3% 296%
Total Count 0 K2 3] 108

%withinNigeria 100.0% 100.0% 100.0% 100.0%
Source: Fieldwork, 2013. Computed using SPSS 16.0

Table8: Challengesfacing acceptability

Acceptability Abuja Kaduna Kano Total

Lack of awareness 14(35.0%) 6(18.8%) 14(38.9%) 34(31.5%)
Ignorance 22(55.0%) 15(46.9%) 16(44.4%) 53(49.1%)
Phobia 4(10.0%) 11(34.4%) 6(16.7%) 21(19.4%)
Total 40(100.0%) 32(100.0%) 36(100.0%) 108(100.0%)

Source: Fieldwork, 2013. Computed using SPSS 16.0

Table9: Chi-Square Tests
Vaue df Asymp. Sig. (2-sided)

Pearson Chi-Square 8554 4 073
Likelihood Ratio 8500 4 075
Linear-by-Linear Association 061 1 805
N of Valid Cases 108

Source: Fieldwork, 2013. Computed using SPSS 16.0
CONCLUSIONAND RECOMMENDATIONS

The study investigatesthe challengesfacing acceptability of Iamic bankingin Nigeria
focusing on thethree citieswhere Islamic bankswerefirst established which includes
Abuja, Kadunaand Kano cities. Some of theinterviews conducted reveal that ISlamic
banking faces numerous problems. The Nigerian banking regulations have been set to
accommodate conventional bankslong beforethe creation of 1damic bank. Hence, hasty
changesin Nigerian regul ationsto accommodate | Sl amic banking might have detrimental
effect onit acceptability. The study found out that 98.1% of the respondents are aware of
Idamic Banking but only 35.2% areawareof their productsand services. Thisimpliesthat
thereisgreat need for Jaiz Bank to focus more on marketing and promotionsof Islamic
banking productsand services so asto increase awarenessamong the potentia customers.
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Most of therespondents heard about Iamic Banking from family and friendsor
ontelevison, withvery few of therespondentsthat heard from theradio. Thereshould be
more publicity on radio because radio hasthe capability to reach large groups of people
eveninremotelocationswherethereisno television or internet. It targets audience cut
acrossstrataof the society because peoplelisten to radio even when they do other things.
On chalengesfacing the acceptability of 1damicbanking, thestudy revealsthat ignorance
isthe biggest challengefollowed by lack of awareness. Thisimpliesthat the bank must
improveinit marketing and promotion; eventhough alarge number of therespondentsare
interested in [dlamic banking they aretill ignorant of the productsand services provided.
The benefits of 1slamic banking in agrowing economy like Nigeria cannot be over-
emphasized. Inlinewith the Federd Government’sdesirefor asingledigitinterest rateto
Spur socio-economic growth, nothing can be more apt than establishing anon-interest
financid indtitution. Idamicbankingwill dso contributesgnificantly totheoveral devel opment
of the country by developing micro credit schemes aimed at improving the overall
communities, thereby drastically reducing unemployment rates.
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