Islam and Civilisational Renewal

A journal devoted to contemporary issues
and policy research

Volume 6 <« Number3 -« July 2015

Produced and distributed by

|’ International Institute of
I Advanced Islamic Studies (IAIS) Malaysia



ISLAM AND CIVILISATIONAL RENEWAL

Dr Mohamed Azam Mohamed Adil
Abdul Karim Abdullah  Tengku Ahmad Hazri

Americas: Dr Eric Winkel
Africa & Middle East: Mahmoud Youness

Professor Gholamreza Aavani,
Iranian Philosophical Society
Dr AbdulHamid A. AbuSulayman,
International Institute of Islamic
Thought

Professor Zafar Ishaq Ansari,
International Islamic University
Islamabad

Professor Azyumardi Azra,
State Islamic University Jakarta

Professor David Burrell CSC,
University of Notre Dame

Dr Mustafa Ceri¢,
Former Grand Mufti of Bosnia-
Herzegovina

Professor Hans Daiber,
Johann Wolfgang Goethe

EDITOR-IN-CHIEF

Professor Mohammad Hashim Kamali

EDITORIAL TEAM

Norliza Saleh

REGIONAL EDITORS

ADVISORY BOARD

Professor Carl W. Ernst,
University of North Carolina
Professor John Esposito,
Georgetown University
Professor Silvio Ferrari,
Universita degli Studi
HRH Prince Ghazi bin Muhammad,
Jordan

Professor Claude Gilliot,
Aix-Marseille Université

Professor Ekmeleddin Thsanoglu,
Organisation of Islamic
Cooperation

Professor Yasushi Kosugi,
Kyoto University

Emeritus Professor Hermann
Landolt, McGill University

Dr Daud AbdulFattah Batchelor
Siti Mar’iyah Chu Abdullah

Europe: Dr Christoph Marcinkowski
Asia & Australasia: Dr Syed Farid Alatas

Professor Ingrid Mattson,
University of Western Ontario

Professor Abbas Mirakhor,
International Centre for
Education in Islamic Finance

Professor Chandra Muzaffar,
International Movement for a
Just World

Professor Seyyed Hossein Nasr,
George Washington University

Professor Tariq Ramadan,
Oxford University

Professor Mathias Rohe,
Friedrich-Alexander-Universitdt

Professor Abdullah Saeed,
University of Melbourne

Professor Miroslav Volf,

Universitdt

Ahmet Davutoglu,
Foreign Minister of Turkey

Professor W. Cole Durham, Jr
Brigham Young University

Yale University

Professor Abdal Hakim Murad,
University of Cambridge

Professor Tore Lindholm,
University of Oslo

Professor Muhammad Khalid
Masud, International Islamic
University Islamabad

AIMS AND SCOPE

+ IsAmM AND C1vILISATIONAL RENEWAL (ICR) offers an international platform for awakening the civilisational potential of
the Islamic legacy. Revitalising synergies between Islamic and other civilisations in a spirit of self enrichment through
discovery and research may facilitate renewal within Muslim societies and more significant contributions by Muslims
to the global human community.

+ ICR explores contemporary dynamics of Islamic experience in legal and religious practice, education and science,
economic and financial institutions, and social and intellectual development.

+ We seek viable policy-relevant research yielding pragmatic outcomes informed by the best values and teachings of Islam
as well as of other contemporary civilisations.

- ICR is inter-disciplinary, non-political and non-sectarian. We seek to contribute to prospects of peace among all nations,
and assist the conceptual and societal transformation of Muslims.

+ ICR encourages a fresh discourse for self renewal informed by an inclusive tolerant approach to diverse schools of
thought and expression of ideas. The intent is to integrate over 1,400 years of Islam’s civilisational resources of diversity,
dialogue and coexistence for meaningful exchanges with other world civilisations.

- ICR promotes the Malaysian initiative of Tajdid Hadart or Civilisational Renewal, with its component principles: 1.
Faith, Ethics & Spirituality, 2. Just Governance, 3. Independence & Self-Determination, 4. Mastery of Knowledge &
Science, 5. Islamic Economics & Finance, 6. Human Dignity & Ecological Wellbeing, 7. Cultural & Aesthetic Integrity,
8. Equity & Fraternity, 9. Diversity & Dialogue, 10. Peace & Security.

CONTRIBUTIONS AND EDITORIAL CORRESPONDENCE

Comments, suggestions and requests to: journals@iais.org.my

Printed by Vinlin Press Sdn Bhd, Jalan Meranti Permai 1, Meranti Permai Industrial Park, 47100 Puchong, Selangor



CONTENTS

Editorial
Mohammad Hashim Kamali

Articles

Women in the Workplace: Shariah and Contemporary Perspectives
Mohammad Hashim Kamali

The Struggle for Women Empowerment in Aceh: Opportunities and
Challenges
Asna Husin

The Educational Role of Literature in Islam
Abdul Karim Abdullah

A New Framework of Corporate Governance of Wagf: A Preliminary
Proposal
Mohammad Abdullah

Performance Art as an Instrument of Spiritual Contemplation: The Case of

the Malay Wayang Kulit (Shadow Play)
Tengku Ahmad Hazri

Customers' Awareness, Attitude and Patronage of Islamic Banking in
Nigeria
Kareem Muritala Kewuyemi

Viewpoints

Encouragement of Scientific Enquiry in the Noble Quran
Daud AbdulFattah Batchelor

The Hijri and Gregorian Calendars: Comparison and Conversion
Fadhl Mohammed Mohammed Fushoosh

Reimagining Islamic Ethics in Contemporary International Relations
Ahmad Badri Abdullah

Balancing Text and Context through Magasid-based Ijtihad
Tengku Ahmad Hazri

291-293

294-317

318-335

336-352

353-370

371-387

388408

409412

413417

418421

422-426



290

Significant Events and Developments

The World Halal Summit and 8" World Halal Conference 2015
(Kuala Lumpur, 1-2 April 2015)
Daud AbdulFattah Batchelor

Seminar on Shari'ah Courts in Malaysia: Major Themes and Development
(Kuala Lumpur, 21 April 2015)
Tengku Ahmad Hazri

Forum: Implementation of Hudud in Malaysia: Between Ideal and Reality
(Kuala Lumpur, 23 April 2015)
Ahmad Badri Abdullah

International Conference on Magqasid al-Shari'ah in Public Policy and
Governance

(Kuala Lumpur, 15-16 June 2015)

Asadullah Ali Al-Andalusi

Call for Papers

427-429

429430

430431

431433

434



CUSTOMERS’ AWARENESS, ATTITUDE AND PATRONAGE
OF ISLAMIC BANKING IN NIGERIA

Kareem Muritala Kewuyemi*

Abstract:This study examines customers’ awareness of Islamic banking
products and services in Nigeria and explores their attitude towards them.
It also investigates their patronage of the banks. An 18-item questionnaire
was designed for businesspersons, Muslims and non-Muslims, to obtain
information on issues such as awareness of Islamic banking, loans without
interest, collateral security, agency, partnership based on sharing of profits
and losses and patronage of an interest free financial system. The results show
the willingness of the Muslims and a large number of non-Muslims to patronise
Islamic banking products and services. Products and services offered by a large
number of the respondents were shar7‘ah-compliant. Their readiness to give
collateral security, which is neither compulsory nor against the dictates of
Islam, indicates their attitude and preparedness to patronise Islamic banks.
However, a few non-Muslim respondents state they will not patronise Islamic
banking products even if they are profitable and they are the only products in
the banking sector in Nigeria. This study will assist promoters of Islamic banks
in Nigeria to know where they can establish full-fledged Islamic banks. There
is need for the existing and the potential Islamic banks to create more public
awareness on Islamic banks.

Keywords: awareness, attitude, patronage, Islamic banking, interest,
customer, Nigeria

Introduction

Nigeria as a country covers an area of 927, 773 square kilometers. It is an
agrarian economy. Its major cash crops include cocoa, rubber, hides and skin,
palm produce, cotton, and groundnuts, to mention a few. Its food crops are yam,
ice, maize millet etc. (International IDEA, 2001:153). Agricultural products
represent a large share of Nigeria’s exports. The sector accounts for two-third of
total output and employs about 73 percent of the total labour force. Minerals such
as tin, coal and columbite also form part of its exports. During the period, visible
increases occurred in the living standards of a large number of Nigerian people
(Anyanwu, 1993; Ekpo, 1986). It was assumed that the oil boom would further
increase the standard of living of Nigeria. The opposite was the case for a large
number of people have been living below the poverty line of one dollar per day
as a result of corruption and mismanagement.
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Upon introduction of the banking system in 1894 (Ekezie, 2002), one would
expect that the poverty level of the people would be reduced because of the belief
that people would have access to funds with which they can engage themselves
in various professions and commercial activities. This expectation was dashed as
a result of high interest rates attached to loans given by the banks. Presently, the
average interest rate on loans given out by the Nigerian banks is about 25 percent
(CBN Website).

Therefore, many people could not source funds from banks, not only
because of the high interest rates, but also their inability to provide collateral.
The introduction of Islamic banking on 13 January 2011 gave the poor another
opportunity of having access to a cheap source of funds. This is because Islamic
banking looks at feasibility studies instead of credit worthiness and interest rates
as standards. The poor do not have to get collateral before they can have an
easy access to funds in an Islamic financial system. However, collateral may be
requested to prevent or reduce moral hazards such as dishonesty and a running
away of the entrepreneur. People, particularly the poor with good business
experience, but lacking funds to put their business acumen to use can thrive
better with this type of banking. It can empower the poor and raise their living
standards in a better way than conventional banks can. Both finance users and
capital providers benefit in terms of returns (Fuad and Mohammed, 1988).

Going ultra vires is nearly impossible in an Islamic financial system because
all the products are asset-backed. For instance, in murabahah, assets, machines,
goods, etc. are bought for a person that is interested in this product. So, there is
no chance of using the funds for a thing that is not in the business plan. As good
as the bank is in relation to the haves and the have-nots, it can only survive if it
is patronised by people. Therefore, the feasibility, viability and profitability of
Islamic banks depend on the number of customers they can attract. In the light of
the above-mentioned reasons, the paper seeks to examine customers’ awareness
of the bank, explore their attitude towards it and investigate their patronage of
the bank. To achieve these objectives, the paper seeks to answer these research
questions.

1. To what extent are people ready to accept unlimited liability?

2. Are there Shari ‘ah-compliant products in people’s businesses?
3. To what extent are business persons ready to give collateral security before
they obtain loans?
Are Islamic products being used by business persons inadvertently?
Are people ready to patronise Islamic financial institutions?
Are Nigerians aware of Islamic banks?
If they are, are they ready to patronise it?

Non ks
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These and other questions will be answered in this paper. Answering these
questions, posed to businesspersons, will also assist some cooperatives who plan
to establish Islamic micro-finance banks. It should also help existing Islamic
financial institutions to innovate products that will assist them in attracting
additional customers, both Muslims and non-Muslims.

Literature Review

Principles of Shari‘ah govern the operation of Islamic banks. The principles
are derived from the Quran, the Sunnah, Qiyas and Ijma‘ (Ali, 1986: 17). The
principal sources are the first two. The Quran was revealed to the Prophet (Peace
be upon him) over a period of about 23 years. No stone was left untouched and
unturned in the Quran in relation to all aspects of human life: social, moral,
economic and political (Q6:38). As regards the principles of Islamic banking, the
Qur’an discusses them. It must, however, be mentioned that details as regards
the operation of Islamic banking are not in the Qur’an. It only gives the broad
principles. Scholars elaborate them with a view to deriving the details of its
operation. The second principal source is the sayings and deeds of the prophet
(pbuh). The Prophet (pbuh) who was the one who received the revelation directly
from Allah through the angel Jibril was in the best position to explain the words of
Allah and how they can be applied in our social, political, moral and commercial
dealings.

Under an Islamic bank, risks and rewards are shared by depositors and
Islamic banks. This is not the case under the conventional banking system. Both
risk and rewards are born by the bank. The depositors are only given fixed rates
of return. Interest—based loans, which are the credit policy of the conventional
bank, are not allowed under Islamic banks. This is because of the prohibition of
interest as contained in Q 2:275-279 and other Qur’anic verses. Riba (interest)
is prohibited because it is a sure gain without any possibility of loss; i.e. whether
the finance user makes a gain or incurs loss, the provider of funds must get both
his capital and the interest on it. The culture of brotherhood and sympathy is
totally negative as regards getting back the loan on interest. Therefore, from the
moral and spiritual points of view, it is clearly seen that interest-based loans are
based on selfishness, greed and hard-heartedness. In Islam, money cannot give
birth to money. Aristotle likened money to a barren hen, which could not lay
eggs until money is used when he enumerated the nature of money. In the words
of Aristotle, “a piece of money cannot beget money” (Aristotle Book 1, Chapter
X, 1258). In relation to barrenness of money, St. Thomas Aquinas declared that
the taking of usury (interest) for money lent was unjust in itself because this was
to sell what did not exist (Vaish, 2000: 341). Islamic banking products include
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murabahah, musharakah, ’ijarah, ’istisna‘, bay ‘un mu ‘ajjal and sukitk. These
products can be used by both Muslims and non-Muslims. Egboro (2011) in
his work on interest-free banking in Nigeria, welcomes both Islamic as well as
Christian banking, as he believes that interest-free banking is for both Muslims
and Christians. The only difference between the two forms of banking is that the
latter prohibits interest to some extent while in the former not only are all forms
of interest prohibited totally but also other Shari‘ah non-compliant products and
services such as pork, alcoholic drinks and pornography are totally prohibited.
The fear of many people is that Islamic banks may discriminate against non-
Muslim. The fear is unfounded. The perspectives and attitudes of people, both
existing and potential customers towards Islamic banking differ. In countries
such as Kuwait, Sudan and Pakistan, religion is the main attraction of Islamic
banking while the main attractions for non-Muslims in those countries are the
bank’s products and services, good customer relations, and effective and efficient
service (Rammal & Zurbruegg, 2007).

Alao (2012) in his study titled “Islamic Banking: The Controversy over non-
Interest Banking System in Nigeria” believes that the principles of Islamic banking
may challenge sharp practices in conventional commercial banks in Nigeria. He
also believes that principles of interest-free banking as contained in the Bible
predated Islam. He then warned the operators of the bank not to discriminate
against the Christians while urging the Christians to wake up from their slumber
and establish similar banks to assist their people. From the researches conducted
in Mauritius (Dineshwar 2013), Pakistan and Turkey (Okumus, 2005), Thailand
(Lateh et al, 2009), South Africa (Priviledge, 2014), Malaysia (Thambiah et al
2011, and Australia (Rammal and Zurbrueg 2006) to mention a few, there is a high
level of awareness of conventional banking products such as current accounts
and savings accounts. It was also noted that the only knowledge a large number
of non-Muslim respondents in those countries had in relation to Islamic banking
principles was the prohibition of interest in the operation of Islamic banking.
They had little or no knowledge of the Islamic banking products and services.

Methodology

In this study, the research method used was the survey. The major instrument
used for gathering data was the questionnaire, though some key people were
also interviewed. An 18-item structured questionnaire was designed to elicit
information from businesspersons on issues such as awareness of Islamic
banking, loan without interest, collateral security, agency, partnership based on
sharing of profits or losses and patronage of interest-free financial system. We
decided to use a questionnaire as our instrument because it is the most productive
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when a researcher needs to reach out to a large number of respondents. In fact,
the cost of conducting survey questionnaires is lower than any other forms of
research such as face-to-face interviews.

In measuring attitudes, feelings, perceptions, opinions and stimuli, Likert type
scales, also called summated rating scales, are used in this study. This is because
it is one of the three methods that can measure objectively to some extent, the
subjective and abstract concepts that are usually embedded in the feelings and
perceptions of people (Nnamd 2004: 58) towards Islamic banking. Two other
methods are: Thurstone equal appearing interval scales and cumulative scales.
Using this method, the researcher was able to analyse the results and make
deductions and conclusions therefrom. In this study, respondents were asked to
rate their attitude towards Islamic banking in Nigeria. Using a Likert scale of 5
points, the degree of agreement by the respondents to each of the items in the
questionnaire is measured. We calibrated the scale into strongly agreed (SA),
agreed (A) undecided (U), disagreed (D) and strongly disagree (SD) with the
value of 5, 4, 3, 2, and 1 respectively. The numbers have no intrinsic value.

Population

The population studied consisted of Muslims and non-Muslims in major
commercial centres in Nigeria: Ibadan, Lagos, Uyo, Aba, Kaduna and Kano. The
business persons surveyed included market women and men, private employees,
contractors, and government employees. It was assumed that they would be able
to give their opinions as regards the feasibility, viability and profitability of an
interest-free financial system in Nigeria.

Administration of instruments

The researcher employed research assistants who administered the questionnaire
in major commercial centres in Nigeria: Ibadan, Lagos, Aba, Uyo, Kano and
Kaduna. These places were chosen because they gave a good representation of
the other areas not covered. Business persons were provided 1,100 copies of the
questionnaire. The completed and returned copies were 1,067. The response rate
was 97.00 percent

1,067 x 100

=97.009
1,100 97.00%
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Analysis of Data and Discussion of Findings

In this section, we present the findings of the research as regards customers’
awareness, attitude and patronage of Islamic banking products. According to
the Oxford Advanced Learner’s Dictionary, awareness means “knowing that
something exists and is important,” and “being interested in something” (Hornby,
2005:88). In the real sense, awareness is very important because one cannot put
an attitude towards an object if one does not have knowledge of the object. It is
also not possible to make a decision whether one will patronise it or not until one
has the knowledge of its operation. So, awareness of a particular product will
make a potential buyer of the product seek knowledge about it with a view to
gaining complete information about the product. Having gained the knowledge,
he will decide whether to buy the commodity or patronise the business. If after a
trial he finds the product suitable for his taste, he adopts it. Therefore, the paper
examines customers’ awareness of Islamic banking because it determines their
patronage. The probability of patronising the bank is very high if a person is
aware and understands its features.

What do we really mean, when we use the word “attitude”? In defining
an attitude, a standard and acceptable definition given by Fred (1973: 495) is
considered. He has defined an attitude as “an organised predisposition to think,
feel, perceive and behave towards a referent or cognitive object”. Albarracin
(2005: 4) viewed attitude as a psychological tendency to view a particular object
or behaviour with a degree of favour or disfavour. Attitude may also mean the
way that you think and feel about somebody or something; the way you behave
towards somebody or something that shows how you think and feel (Hornby,
2005: 81). It can be inferred from these definitions that people develop various
attitudes towards objects, people and events they encounter. They may be positive
or negative.

The data obtained from the questionnaire attached as an appendix were
analysed here to provide answers to the research questions earlier itemised and
the findings of the research were also discussed.
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Table 1: Respondents’ Demographic Profile

Frequency Percent

Gender Male 437 41.0
Female 630 59.0

Total 1067 100

Religion | Islam 154 14.4
Christianity 882 82.7

Judaism 17 1.6

Others 14 1.3

Total 1067 100

Work Owner 227 26
(type) Agent 755 70.8
Apprentice 17 1.6

Others 18 1.7

Total 1067 100

Level of | No formal education 27 2.5
Education | Primary 54 5.1
Secondary 229 21.5

NCE/OND 624 58.5
BA/BSc/HND 133 12.5

Total 1067 100

From the descriptive result, the demographic profile in Table 1 indicates that
41 percent of the respondents were males while 59 percent respondents were
females. The descriptive analysis revealed that Christian respondents were 882
i.e. 82.7 percent while 154 respondents were Muslims. The reason for giving
Christians a larger number of the questionnaire was to ascertain their feelings
towards Islamic banking. As regards Muslims, we have assumed that, all things
being equal, virtually all of them would patronise Islamic banking because of the
affiliation of their religion to the bank.

With regard to work, the highest number (70.8 percent) of the respondents
showed thatthey were agents while 26 percentindicated they were business owners.
A number of Islamic banking products need agents to work with principals, i.e.
business owners. This high percentage is appropriate. Frequency and percentage
analysis showed that 58.5 percent of the respondents were Nigeria Certificate
in Education (NCE)/Ordinary National Diploma (OND) holders followed by
holders of Senior School Certificate Examination (SSCE) (21.5 percent). 12.5
percent were holders of Bachelor of Arts (B.A)/Bachelor of Science (BSc)/
Higher National Diploma (HND) certificates. These 3 sets of people involved
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were categorised in their working age group. Involvement of these people in the
administration of questionnaire would indicate whether Islamic banking would
be acceptable and patronised because they would form large numbers of people
that have purchasing power and an educational background to patronise the bank.

Table 2: Taking interest free loan and bearing of unlimited liability

Description Frequency Percent Valid Cumulative
Percent Percent

| can take loan
without interest

SA 339 31.8 31.8 31.8
A 471 44.1 44.1 75.9
D 91 8.5 8.5 84.4
D 85 8.0 8.0 92.4
u 81 7.6 7.6 100.0
Total 1067 100.0 100.0

| can accept

unlimited liability

SA 70 6.6 6.6 6.6

A 203 19.0 19.0 25.6
SD 231 21.6 21.6 47.2
D 259 24.3 24.3 71.5
U 304 28.5 28.5 100.0
Total 1067 100.0 100.0

Loans without interest and bearing of unlimited liability

Research question one: To what extent are people ready to accept unlimited
liability? Items 1 and 2 of the questionnaire attached as an appendix provided
answers to this research question. Our respondents were asked whether they
could take loans without interest or they preferred paying interest to sharing
profit and loss. As can be seen from Table 2, a large number of our respondents
(75.9) among business persons indicated their readiness to take loans without
interest. By implication, they should also be ready to bear unlimited liability if
losses were incurred. Bearing unlimited liability is one of the characteristics of
interest-free financial system. A large number of our respondents (74.4 percent)
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were not ready to bear such a burden. This is understandable if one considers
our corrupt environment where many people are not honest. If it is established
and people are seen to be honest, they may not mind bearing unlimited liability
arising from business transactions of an interest-free bank.

Are there Shari‘ah compliant products in people’s businesses? To what extent
are businesspersons ready to give collateral security before they obtain loans?
Items 4-8 of the questionnaire provided answers to these research questions.

Table 3: Willingness and preparedness to accept Islamic banking product

Description Frequency Percent Valid Cumulative
Percent Percent

One should be able
to expose the secrets
of one's business for

monitoring

SA 319 29.9 29.9 29.9

A 256 24.0 24.0 53.9

SD 173 16.2 16.2 70.1

D 227 21.3 21.3 91.4

U 92 8.6 8.6 100.0
Total 1067 100.0 100.0

Keeping proper accounts
of business is necessary

SA 70 6.6 6.6 6.6
A 203 19.0 19.0 25.6
SD 231 21.6 21.6 47.2
D 259 24.3 24.3 71.5
u 304 28.5 28.5 100.0
Total 1067 100.0 100.0

Every business should be
shari'ah compliant

SA 70 6.6 6.6 6.6

A 203 19.0 19.0 25.6
D 231 21.6 21.6 47.2
D 259 24.3 24.3 71.5
U 304 28.5 28.5 100.0
Total 1067 100.0 100.0
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| can sell pork, alcoholic
drinks, dead animals and

the likes

SA 63 5.9 5.9 5.9
A 63 5.9 5.9 11.8
SD 556 52.1 52.1 63.9
D 319 29.9 29.9 93.8
u 66 6.2 6.2 100.0
Total 1067 100.0 100.0

| can give collateral
security if am given loan

SA 310 5.9 5.9 5.9
A 510 5.9 5.9 11.8
SD 37 52.1 52.1 63.9
D 71 29.9 29.9 93.8
U 139 6.2 6.2 100.0
Total 1067 100.0 100.0

Willingness and preparedness to accept Islamic banking products.

Research questions two and three: Effective supervision and monitoring of
businesses can reduce costs and increase profitability. As shown in Table 3, the
frequency analysis revealed that nine hundred responded kept proper accounts
of their business and about a half of the respondents (53.9 percent) were ready to
expose the operational activities of their business for monitoring. This attitude
is in line with the dictate of Islam as contained in Q2: 282. Partners in business
are advised to write down the transactions between themselves. If they cannot,
they should call a scribe to do that on their behalf.

An interest-free financial system does not only prohibit interest in its
operation, Shari‘ah non-compliant products such as pork, wine, etc are also
frowned upon. Our result shows that products and services offered by many
respondents were shari‘ah compliant (88.2 percent). The implication of this
is that there are more than enough shari‘ah compliant products that interest-
free financial institutions can make use of. To test the understanding of our
respondents with regard to Shari‘ah compliant products, a follow-up question
was put to them, whether they sell pork, alcoholic drinks etc. Many of them are not
interested in the above-mentioned products which are not Shar7 ‘ah-compliant. It
must be mentioned that it is not only the charging of interest that makes Islamic
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banking different from the conventional banks. Islamic banks should not deal in
the above-mentioned products and other Shari ‘ah non-compliant ones as stated
in the Quran and the Sunnah (Q 2:168, 172, 219; Q 5:90-91).

Providing collateral as security is neither compulsory nor against Shari ‘ah.
However our results show that our respondents (77 percent) are ready to provide
collateral to show their readiness to pay back loans without interest. In case they
cannot pay back the loan, the banks can sell the security to recoup their funds.
Are Islamic products being used by businesspersons inadvertently? Items 3,
9-17 of the questionnaire provided answers to this research question

Table 4: Attitude of respondents to the use of Islamic banking products and services

Frequency Percent Valid Cumulative
Percent Percent
Do you describe your
goods to your customers?
SA 515 48.3 48.3 48.3
A 431 40.4 40.4 88.7
SD 23 2.2 2.2 90.8
D 22 2.1 2.1 92.9
U 76 7.1 7.1 100.0
Total 1067 100.0 100.0
Do you leave your buyers
to identify the contents
of your goods?
SA 352 33.0 33.0 33.0
A 352 33.0 33.0 66.0
SD 79 7.4 7.4 73.4
D 138 12.9 12.9 86.3
U 146 13.7 13.7 100.0
Total 1067 100.0 100.0
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Can you be an agent for
the sales of goods?

SA 434 40.7 40.7 40.7
A 524 49.1 49.1 89.8
SD 31 2.9 2.9 92.7
D 14 1.3 1.3 94.0
u 64 6.0 6.0 100.0
Total 1067 100.0 100.0

Do you accept advance
payment and deliver
goods later?

SA 327 30.6 30.6 30.6

A 406 38.1 38.1 68.7

SD 95 8.9 8.9 77.6

D 72 6.7 6.7 84.3

U 167 15.7 15.7 100.0
Total 1067 100.0 100.0

Do you deliver goods and
receive payment later?

SA 270 25.3 25.3 25.3
A 415 38.9 38.9 64.2
SD 95 8.9 8.9 73.1
D 78 7.3 7.3 80.4
u 209 19.6 19.6 100.0
Total 1067 100.0 100.0
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If you contribute capital
and your money is lost
due to armed robbery,
accident etc, must your
be refunded?

SA 185 17.3 17.7 17.7
A 110 10.3 10.5 28.1
SD 174 16.3 16.6 44.8
D 317 29.7 30.2 75.0
u 262 24.6 25.0 100.0
Total 1048 98.2 100.0

Missing system 19 1.8

Total 1067 100.0

Can you contribute labour

and capital?

SA 464 43.5 43.5 43.5
A 478 44.8 44.8 88.3
SD 44 4.1 4.1 92.4
D 22 2.1 2.1 94.5
u 59 5.5 5.5 100.0
Total 1067 100.0 100.0

Can you share loss on
the ratio of capital
contributed if loss is

incurred?

SA 382 35.8 35.8 35.8

A 467 43.8 43.8 79.6

SD 31 2.9 2.9 82.5

D 49 4.6 4.6 87.1

U 138 12.9 12.9 100.0
Total 1067 100.0 100.0

Attitude of respondents to the use of Islamic banking products and services

Research question four as contained in the appendix: Our respondents were using
Islamic products unknowingly. For instance, from Table 4, it could be seen that
947 (88.7 percent) indicated that they described their goods to their customers.
In Islam, caveat emptor (let the buyer beware) is not applicable. It is the seller
that should make known the conditions of his goods (i.e. caveat venditor). The
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Prophet also said; “He who deceives us is not part of us” (Al-Hafiz, 1996: 286).
Specifications are attached to some goods. The implication of this is that buyers
need to read them in order to identify the features and contents of such goods. Item
10 was used to elicit information as regards this type of sales. Our respondents
(66 percent) indicated that they left their customers to identify the contents of
their goods through this medium. Our respondents (54.3 percent) offered credit
sale to their customer as shown in table 2. Agency is one of the ways by which
Islamic financial products are being used. Many of our respondents (89.6 percent)
were ready to be agents for capital owners or business owners.

Our respondents also accepted advance payments and delivered goods later.
This arrangement is called salam. Our respondents (73.2 percent) have been
practicing this arrangement. It will not be difficult for them to make use of this
Islamic financial product. Bay ‘un mu’ajjal (delayed payment) is also being
practised by them. Our respondents (64.2 percent) delivered goods and received
payment later.

Our result shows that our respondents agree to be partners in business. One of
the Islamic financial products is to contribute labour and capital for the purpose
of carrying on a project or a business. Our respondents (88.7 percent) seem to
like the arrangement. This may be a result of reducing the risk associated with
giving out funds to users and leaving them to make their decisions alone. In this
arrangement, both are active partners. They are even ready to share loss based on
the ratio of the capital contributed (80.4 percent).

Mudarabah (a financial technique whereby financial and human resources are
combined together) is tested by asking our respondents whether they can share loss
according to the ratio of capital contributed in the case where the loss is incurred
and is not due to negligence of the finance user. It is clear from their response
that they are ready to bear such loss (79.6 percent). This is a good indication that
Nigerian customers are ready to patronise the products. In the Islamic financial
system, the capital owner cannot get his/her money back if there is a loss and the
loss is not due to the capital user’s negligence. Our respondents (28.1 percent)
seemed to be uncomfortable with this arrangement. However, about 26 percent
of them did not accept it while another 26 percent could not come to a decision.
The implication is that people do not trust others. If the capital user is trusted, the
provider of funds may be sympathetic and waive the repayment of such stolen
funds or destroyed property. It is one of the principles of mudarabah, that the
finance provider bears the loss incurred if the loss is not due to negligence or the
fact that the user has gone u/tra vires and the finance user loses his labour, energy
and time. He is also not entitled to any returns. Another product, Musharakah,
was tested by asking the respondents whether they can contribute both labour
and capital. A large number (88.3 percent) agreed that they were ready to do that
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with the Islamic bank. The product is a partnership that involves the combination
of labour and capital from both the finance provider and the finance user. Our
respondents’ opinion on salam and bay ‘un mua jjal was sought and we found
that 66.7 percent and 64.2 percent of our respondents, respectively, agreed that
they would patronise the two products. Salam is a sale in which the price is paid
in advance and the commodities are delivered on a specified future date while
bay ‘un mua’jjal is a deferred payment in which the payment for the inputs or
implements sold to the customers by the bank is made later. Our respondents
were very comfortable with the two products. Some Islamic products such as
‘ijarah and murabahah involve an agency. In the light of this, our respondents
were asked whether they would want to be agents. A large number of them (89.8
percent) showed their intention to be agents for Islamic banking. This suggests
that the success of the bank is sure. ’ljarah is employment of the services of
human beings on wages and utilisation of assets and property on rent while
murabahah means cost plus mark-up.

Are people ready to patronise Islamic financial institutions? Items 18 of the
questionnaire provided answers to this research question.

Table 5: Patronage of Islamic banking

Frequency Percent Valid Cumulative
Percent Percent
If Shari'ah financial
institutions are available,
would you support
them and feel more
comfortable?
SA 577 54.1 55.1 55.1
A 276 25.9 26.3 81.4
SD 22 2.1 2.1 83.5
D 37 3.5 3.5 87.0
u 136 12.7 13.0 100.0
Total 1048 98.2 100.0
Missing system 19 1.8
Total 1067 100.0

Patronage of Islamic Banking

Research question five: Patronage is the foundation of usage of Islamic financial
products and services. If the foundation of a building is not strong, the building is
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bound to collapse. In the same vein, if the awareness of the products is not there,
patronage of the bank cannot happen. If there is no patronage or it is low the bank
may not survive. Interest-free financial institutions may not have problems in
getting customers to patronise them. Eight hundred and fifty-three (81.4 percent)
of our respondents were ready to do business with them if they are established.
This means the environment is conducive for interest-free financial institutions.
A very few respondents (5.6 percent) were not ready to patronise Islamic banking
even if it is the only banking product in the Nigerian economy

Personal Interview with some Key People

It was found impossible to use personal interviews and telephone interviews to
collect the necessary information needed due to the time and cost constraints.
Nevertheless, the researcher still used this method to interview some key people
whose views on the issue can serve as a good representation of different groups.
For the constraints of finance, space and time, we present the views of one person
that are believed to be representative of the views of other people not interviewed.
Aretired professor of religious studies at the University of Ibadan and an ordained
Catholic priest, Rev. Father, Professor Joseph Kenny, was interviewed in his
office (10.00 a.m. 9 February, 2011 and 11.00 a.m., 15 June, 2011).

Question: What is your view as regards riba (interest)?

Answer: It has an element of injustice. In fact, if care is not taken, one can be
indebted to banks or lenders forever if one takes a loan with interest.
In fact, we had to do without borrowing when we were building our
offices and classrooms.

“I do not have a bank account. My pension is paid into the account
of the community. I have never taken a loan on interest.” As regards
giving loans without interest, Professor Kenny expressed his fear: “I
don’t know how that can work. If you give a loan of say, N50,000 to
a person and you take the same amount back from him after a year or
more, how can the bank employees be paid? Where would you get
money to build bank offices?”

Conclusion

This study provides important information about awareness and attitudes of our
respondents, both Muslims and non-Muslims, as regards Islamic banking. The
level of their awareness is very low. Islamic banks should promote their presence
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as well as their investment products. They need to invest in advertising both, so
that Nigerian customers can consider their products among the extensive variety
available in Nigerian financial institutions. Islamic banks should explore various
means such as radio, television, workshops, conferences, seminars and the
Internet to disseminate information on the operation of Islamic banking. Imams
and Islamic preachers should propagate the teachings of Islam on Islamic banking.
Non-Muslims should be assured by educational campaigns of non-discrimination
if they patronise Islamic banking. Islamic bankers should use simpler words to
explain the activities of their banks to non-Muslims and Muslims with a view
to making them comprehend their products and services so as to patronise the
banks. At present, the banks are restricted to the Northern part of the country.
Many branches need to be opened in all the states if the banks are to compete with
conventional ones in the country. This will give a large number of people easy
access to the bank if they are interested in investing in Islamic banking products
and services. Nigeria is an attractive financial market to offer Shariah compliant
products and services because of its large population, of which Muslims are in the
majority. Islamic banks have a greater chance of being more quickly integrated
because many Nigerians are looking for an alternative way of banking. Now
that a regulating structure has been put in place by the Central Bank of Nigeria
together with other financial Acts, people will have confidence in patronising
the banks. New products should be developed to cater to the various needs of
existing and potential customers of the banks, both Muslims and non-Muslims.

Recommendations:

e Islamic banking operators should not discriminate against any person on
the basis of religion and ethnicity.

*  The government needs to create an enabling environment for the operation
of Islamic banking.

e There is a need to develop policies and strategies and the institutional
legal framework which will reduce the issues of dishonesty, moral laxity
and information asymmetry from the sides of both the Islamic banking
operators and their customers.

Notes

*  Kareem Muritala Kawuyemi is a Lecturer at the University of Ibadan. He obtained
his B.A. and M. A. in Arabic and Islamic Studies from the University of Ibadan
Nigeria, in 1990 and 1995, respectively, where he is also currently completing
his Ph.D.
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APPENDIX
DEPARTMENT OF ARABIC AND ISLAMIC STUDIES
UNIVERSITY OF IBADAN
QUESTIONNAIRE ON CUSTOMERS’ AWARENESS, ATTITUDE AND
PATRONAGE OF ISLAMIC BANKING IN NIGERIA

Dear Respondents,

This questionnaire is designed to collect pieces of information on Customers’
Awareness, Attitude and Patronage of Islamic Banking in Nigeria. Therefore, the
questionnaires are divided into two sections. All the information gathered would be
treated with utmost confidentiality. I thank you for filling out this form. Please,
respond on time.

SECTION A

Sex: Male ( ) Female( )

Religion: Islam ()  Christianity () Judais () Others ()
Type of business: .......cccoevevervevencenne.

Ownership status: Owner () Agent( ) Apprentice ( )

Education: No formal education ( ) Pry Sch. cert. () SSCE ()
OND/NCE () BA/BSc/HND ( ) Postgraduate ()

SECTION B
Please respond to the following questions below using the following:
SA: I strongly agree, A: T Agree, SD: I strongly disagree,
D: I disagree, U: [ am undecided
SA A SD D u

1 | Can you take loan without interest

2 | Can you accept unlimited liability

3 | If you contribute only capital, can you
share profit and loss

4 | Are you ready to expose the secrets of
your business for monitoring

5 | Do you keep proper accounts of your
business

Is your business Shariah compliant

Do you sell pork, alcoholic drinks, dead
animals and their likes

8 | Can you give collateral security if you are
given loan
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9 | Do you describe your goods to your
customers

10 | Do you leave your buyers to identify the
contents of your goods

11 | Do you offer credit sale

12 | Can you be an agent for the sales of goods

13 | Do you accept advance payment and
deliver goods later

14 | Do you deliver goods and receive
payments later

15 | If you contribute capital and your money
is lost due to armed robbery, accident
etc. must your be refunded

16 | Can you contribute labour and capital

17 | Can you share loss on the ratio of capital
contributed if loss is incurred

18 | If Shariah financial institutions are
available, would you support them and
feel more comfortable
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