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Abstract 

This study examined the influence of awareness, and perception of the potential customers of 
Islamic bank in Nigeria in relation to willingness to use the products and services provided 
by the bank. The study employed the use of survey questionnaire to the academic staff of 
Abdu Gusau Polytechnic. A total of 103 completed questionnaires were retrieved and 
analyzed using Structural Equation Modeling. The results suggested that awareness and 
perception of the potential customers are positive and significantly influenced the willingness 
of the respondents to use the banking products and services. The overall model explained 33.4 
percent of willingness to adopt the Islamic banking products and services. 
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Introduction 

Islamic banking as presented in the modern outlook is of recent origin, 
despite the fact that, its traditional approach was as old as Islam itself (Hasan, 2014). 
The element of Islamic banking was practiced by Arab even before the advent of 
Islam in the form of interest-free financing and later on adopted by Muslims as 
acceptable form of trade financing (Rammal & Zurbruegg, 2007). In the early Islamic 
era, there existed trading and financial dealings from which banking system 
originated. The management of baitulmaal, and Mudarabah transactions being the 
famous activities are a good example. Mudarabah is known as being practiced by the 
prophet himself who was said to have partaken in it as an entrepreneur engaging the 
wealth of his beloved wife Khadijat (the financier) in business venture and trading 
activities. 
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However, in its modern outlook, Islamic banking could be said to be of recent 
origin dating back to 1950s with the Pakistan experiment (Abdul Ghafar, 2010). But 
the more renowned effort was the Mitgamr saving in Egypt in 1963 where it 
operated under cover for political reason (Hasan, 2014). Even though Mitgamr was 
commonly referred to as the root of modern Islamic banking, Shamungam & Zahari 
(2009) opines that prior to Mitgamr experience, the evidence exists that interest free 
commercial financial transaction were in place. Anjuman MowodulIkhwan of 
Hyderabad in India 1890, and AnjumanImdad-e-Bahmi Qarsh Bila Sud- 1923, are 
examples of some of the institutions providing small loan to small business on a 
profit-sharing basis (Shamungam & Zahari: 2009, p.3).   

Subsequently, the concept of Islamic banking gained momentum to such an 
extent that a combination of 57 countries that formed the Organization of Islamic 
Conference known (OIC) created an intergovernmental Islamic bank called the 
Islamic Development Bank (IDB) withits headquarters in Jeddah- Saudi Arabia in 
1974. This move was a great development that cleared the ground for the 
establishment of many other Islamic banks in different countries around the globe. 
Some of the countries and their years of establishing Islamic banking are: Dubai in 
1995, Kuwait in 1977, Sudan in 1977, Bahrain in 1979, Pakistan in 1979 and Malaysia 
in 1983 to mention but a few. The Islamic Development Bank (IDB) as a multilateral 
development bank was working to achieve so many objectives among which was to 
foster the economic development and social progress of its 57 member countries and 
Muslim communities in non-member countries in accordance with the principles of 
Shari'ah. 

 
Nigeria as one of the members of the OIC just started the operation of Islamic 

banking recently in 2011. But prior to that, there was a consistent struggle to 
establish an Islamic bank in Nigeria since 1961, but the efforts recorded only a 
minuscule weight. It started with the trial from Muslim Bank West Africa Limited to 
provide Islamic banking services, but the effort however, failed with the revocation 
of its license in 1968 (Auwal, 2003; Dogarawa,2011). The idea resurfaces with the 
establishment of Islamic window by the Habib Bank Plc now (Keystone bank plc), 
(Okeke & Grace, 2012). This move, also, recorded not much success due to the low 
level of awareness and understanding of the potential customers to the Islamic 
banking products and services (Gusau, 2004).   

Between 1993 and 1995 stake holders started applying for banking license to 
operate Islamic banks, but as of then, their dream was not realized. However, the 
quest for Islamic banking in Nigeria experienced a breakthrough, locus to the Bank 
and Other Financial Institutions Decree (BOFID) enacted in 1991 which provided for 
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profit and loss sharing banking. This development paved the way for opening 
Islamic window by Habib Bank Plc (now, Keystone bank plc) which obtained a 
provisional license in 1992 and was granted approval by the CBN to operate Interest-
free banking window in 1997 and the bank finally commenced business in 1998 with 
range of financing product offered to the willing customers. The aim was to grow 
and promote the use of Islamic principles, laws and traditions to the banking 
transactions and related business affairs (Abikan, 2009).  

In a further development, in 2009, the Central Bank of Nigeria (CBN) became 
a member of Islamic Financial service board which is headquartered in Malaysia. 
CBN further released a draft framework for the regulations and supervision of non-
interest banking in Nigeria in the same year (CBN, 2009). The guidelines were in 
accordance with section 28(1) of the CBN Act 2007 and the provision of Bank and 
other financial institution act (BOFIA) 1991 as amended. Based on the provision of 
this section and consequential to the increasing demand by those interested to 
participate in non-interest financial products and services, the draft was released 
with categorical explanations on the rules and regulation governing the newly 
established bank (Sanusi, 2011). After the release of the document as an exposure 
draft to the public; observations, comments and suggestions (inputs) were generated 
from the consultation which formed the basis for the final regulatory framework that 
was released with more comprehensive clarification on the minimum standard of 
non-interest banks, the product allowed, the capital requirement and the host of 
others. 

Prior to that, in 2003, Jaiz International bank, now Jaiz Bank Plc was 
registered to operate Islamic banking and afterward, obtained a regional license 
from the CBN to operate as a Non-Interest Bank. However, the new policy 
introduced by CBN of raising the minimum capital requirement of the commercial 
banks to 25 billion naira halted the realization of Jaiz operation. In August 2010 the 
CBN releases the new banking model which designated non-interest banks among 
the specialized banks. The non-interest banking guidelines further categorized the 
non- interest bank into two with variation in the required capital base for each 
category. The first category was the national non-interest bank which shall have a 
capital base of 10 billion naira and hence rightfully possess the license to operate in 
every state in the Federation (Nigeria). The second category termed as regional non-
interest bank was to have a capital base of N5bn upon which it would be able to 
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operate in a minimum of six (6) and maximum of twelve (12) states within at most 
two geo-political zones. 

Based on the above categorization of non-interest bank, and upon meeting the 
required capital as mandated by CBN non-interest banking guidelines, Jaiz bank 
became a regional non-interest bank and on the 11th of November 2011, Jaiz bank 
obtained its license and commences operation as the first full-fledged Non-Interest 
Bank in Nigeria on the 6th of January, 2012 with 3 branches located in Abuja FCT, 
Kaduna and Kano. Within the two years of its operations, Jaiz bank was able to 
extend its branches from three (Abuja, Kaduna and Kano) to thirteen reaching other 
states (Borno, Bauchi, Katsina, Gombe, Zamfara and Sokoto). In 2016 Jaiz bank 
obtained a licence that gave it a national banking status. So the bank has now moved 
from a regional to national bank and currently has more than 37 branches across the 
country (Okwunbu, 2020).  

In consideration of Islamic banking as a nascent industry, this study is aimed 
at investigating the influence of awareness and perception of the potential customers 
in relation to their willingness to patronize it. 

Literature Review 

Awareness 
The first stage of adoption of any product or service is awareness (Rogers, 1963, 
2003). It is therefore inconceivable for adoption of any idea to occur without the 
individual becoming first aware of that idea. Hence awareness is indispensably 
serving as the foundation of patronizing Islamic banking products and services as it 
paves the way for arousing the customers’ curiosity on the Islamic banking and 
consequently leading to the adoption. Without awareness there would be no 
initiative from the customer to use the products and the services of Islamic bank. Lai 
(1991) identifies awareness as a strong factor that guides customers’ assessment 
toward acceptance or rejection of a particular product.  

Creating awareness on any new product or service requires advertisement 
through which the idea can be communicated to those who are not aware of it to 
attract them to the new products. Lack of awareness and lack of proper 
understanding kill good innovative idea (Unegbu & Onuoha, 2013). This is because 
lack of awareness and good understanding can create misconception over an idea. 
The manifestation of this has been witnessed in Nigeria where the idea of Islamic 
banking was misconstrued by some of the populace. Abdullah (2012) observes that 
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though Islamic banking is a good idea opened to all and sundry regardless of their 
religious adherence, lots of Christians misconceive it as strictly a Muslims affair and 
accused the introduction of the idea as an attempt to Islamize the country (Unegbu & 
Onuoha, 2013). Some people even alleged that it could be a ground for financing 
terrorist activities; but all these allegations are contrary to the reality of Islamic 
banking (Ghannadian & Goswami, 2004). Lawal (2012) observes that lack of 
knowledge in many Nigerians concerning the model and operation of the Islamic 
banking was attributable to the controversy experienced on the establishment of the 
bank in Nigeria. 

The link between awareness and the patronage of product and services was 
examined in different context (Sathye, 1999), and in Islamic banking (Abduh & 
Omarov, 2013; Naveed, 2010; Rammal & Zurbruegg, 2007). However, limited study 
tested the customers’ awareness in relation to Islamic banking context in Nigeria 
(Unegbu & Onuoha, 2013). While the research conducted by Unegbu and Onuaha 
(2013) was restricted to investigating the level of customers’ awareness, the current 
study tries to investigate the influence of awareness on willingness of the potential 
customers to adopt the banking products and services. Hence, this study 
hypothesized thus:  

H1: Awareness would have a positive influence on willingness to adopt Islamic 
banking products and services in Nigeria 

Perception 
Customer perception is a marketing concept that encompasses a customer’s 
impression, awareness and or consciousness about a company or its offerings. 
Customer perception can be defined as the way that customer usually views or feels 
about certain services and product and it can also be related to the customer 
satisfaction which is the expectation of the customer towards the product. Consumer 
perception theory attempts to explain consumer behavior by analyzing motivations 
for buying and or not buying a particular item (Chris, 2014) 

Though with different names and connotation from one country to another, 
Islamic banks provides similar products all over the world. However, empirical 
studies uncover the perception of the customers’ regarding the products and services 
mostly offered by Islamic banks as not much different from the conventional 
banking products and services (Akbar et al., 2012; Islam 2012). Perhaps this is 
because the Islamic banks mainly stick to debt based financing or products offering ( 
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Lewis & Algaoud, 2001; Dusuki 2007; Amin et al, 2013) as against arguably the main 
objective of the bank at least in principle, that is  “equity based financing” (Dusuki, 
2007). In line with this, Islam (2012) suggeststhe de-emphasizing on the profit 
maximization in favor of promoting Islamic norms and value to achieve the 
economic objective as enjoined by Shariah. In a reflective manner, Dusuki (2007) 
argues that the main difference between the two parallel banking (Conventional and 
Islamic) should have been demonstrated in shifting from debt- based to equity-based 
and profit and loss sharing financial intermediation by the Islamic banks. But the 
reality of Islamic banking practice in present days proves the opposite as most of its 
financing are debt-based as against the equity based (Lewis &Algaoud, 2001; Amin 
et al, 2013).  

This study hypothesized that: 

H2: Perception would have a positive influence on willingness to adopt Islamic 
banking products and services in Nigeria 

Methodology 

This study employs the use of quantitative approach in investigating the influence of 
awareness and perception on willingness to adopt Islamic banking. Questionnaire 
were designed and administered to the academic staff of Abdu Gusau Polytechnic 
Talata Mafara. A total of 103 completed questionnaires were retrieved and analyzed 
using Partial Least Square - Structural Equation Modeling (PLS-SEM) with the use of 
Smart-PLS software version 3.0  

The questions were based on five point likert- scale format where, 1 represents 
strongly disagree, 2 = disagree, 3 = neutral, 4 = agree and 5 = strongly agree. The 
items used in the questionnaire were adopted from Thambiah, Ismail, & Malarvizhi, 
(2011), Echchabi & Aziz (2012) and Abduh & Omarov (2013) with some 
modifications to suite the context of this study. The item used to measure Awareness 
were: I am aware of Islamic Banking  products and services in Nigeria (AW1), I 
understand the usefulness of Islamic Banking products and services (AW2), I 
understand that Islamic Banking products and services are not for Muslims only 
(AW3), I receive enough information about Islamic Banking products and 
services(AW4), I receive enough information about using Islamic Banking products 
and services (AW5), I receive enough information about the benefit of Islamic 
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Banking products and services (AW6) and I never receive information about Islamic 
Banking products and services (AW7) which was late reverse coded. 

Perception was measured using the items:- I perceive that there is high potentials for 
Islamic banking in Nigeria (PC1), I perceive that Islamic banks are able to compete 
with conventional banks in Nigeria (PC2), I perceive that the products of Islamic 
banks are similar (same) to conventional except change in name (PC3), I perceive 
that  Islamic banks provide low cost services compared to conventional banks (PC4) 
and, I perceive that Islamic banking  is a good alternative to conventional banking in 
Nigeria (PC5) 

For the dependent variable, which is Willingness , seven items were used:- I am 
willing to use Islamic Banking  products and services if they are available and within 
reach (WL1), I am willing to use profit and loss sharing agreement with Islamic 
banks(WL2), I am willing to engage with Islamic bank because of the absence of 
interest in its dealings (WL3), I am willing to invest with Islamic bank (WL4), I am 
willing to use Islamic banking products because they are Halal (lawful) in nature 
(WL5), If Islamic bank would provide  same quality products (like, ATM, online 
banking, phone banking) I will be ready to use it (WL6) and I will be willing to use 
Islamic banking ONLY if they provide credit facilities (WL7). 

The study uses one endogenous and two exogenous variables as depicted in the 
framework below 

Independent VariableDependent Variable 

 

 

 

 

Figure 1: Research Framework 

Data Analysis 
The data gathered in this study was analyzed using smart-pls to measure the 
association between the independent and dependent variables. The path diagram 

Awareness 

Willingness 

Perception 



 
 
Bakolori Journal of General Studies   Vol. 11 No. 1 

2980 

showing the direction of the relationship and association between the variables is 
presented below.  

 

Figure 2: Path Diagram 

 The path diagram was designed by the use of Smart-PLS version 3.0. The total 
number of indicators for the three constructs was initially, nineteen (19). Awareness 
and Willingness each has seven indicators while perception has five indicators. The 
PLS algorithm, in the first run analysis shows a lower loading of the indicators AW4, 
AW5 and AW6; WL6 and WL7;  PC3 and PC4 for awareness, willingness and 
perception respectively. These indicators were all deleted to achieve the required 
level of Average Variance Extracted (AVE) and composite reliability (Hair, Hult, 
Ringle, &Sarstedt, 2014). This reduced the number of the indicators for the constructs 
altogether to 12. 

Table 1: Assessment of Reliability and Convergent Validity 

 Variable Composite Reliability Average Variance Extracted 
Awareness 0.752 0.44 
Perception 0.777 0.54 
Willingness 0.836 0.51 
 

The results in table 1 above presents a reliability of the measure used for the study. 
The composite reliability of generally accepted level of 0.70 was attained for the 
entire constructs.  (Hair, et al, 2010 & Nunnally, 1978). The reliability scores for the 
variables were 0.75, 0.77 and 0.83 for awareness, perception and willingness 
respectively, thereby indicating a good reliability of the measure.  
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The validity of constructs was assessed in terms of convergent validity which, 
measures the degree to which constructs that theoretically should be related to each 
other are, in fact, observed to be related to each other. According to Fornell and 
Larcker (1981) and Chin (1998), if the Average Variance Extracted (AVE) of each 
construct is above 0.5, (as indicated in table 1) and loading of each item on its 
constructs is above 0.6 (as shown in table 2, with the figures in bold) it can be 
concluded that the model demonstrates sufficient convergent validity.  

Table 2: Convergent validity assessment using Cross Loadings 

  Awareness Perception Willingness 
AW1 0.468 0.033 0.207 
AW2 0.805 0.178 0.372 
AW3 0.730 0.469 0.381 
RAWS7 0.602 0.119 0.137 
PC1 0.286 0.726 0.329 
PC2 0.230 0.700 0.301 
PC5 0.264 0.771 0.433 
WL1 0.252 0.390 0.680 
WL2 0.314 0.331 0.709 
WL3 0.394 0.312 0.751 
WL4 0.370 0.400 0.723 
WL5 0.271 0.311 0.687 

 

Discriminant validity measures the degree to which constructs that theoretically 
should not be related to each other are, in fact, observed not to be related to each 
other. The evaluation of discriminant validity by Fornell and Larcker (1981) shows 
that the square root of the AVE for each construct should exceed all correlations 
between that construct and other constructs. Table 3 below indicates the 
achievement of adequate discriminant validity. 

Table 3: Discriminant validity Assessment (Fornell-Larcker Criterion) 

  Awareness Perception Willingness 
Awareness 0.664   
Perception 0.354 0.733  
Willingness 0.456 0.493 0.710 

 

Testing the Hypothesis 
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Table 4: R2 and Path Coefficients 

 R2     =  0.334 Path T Statistics P Values 
awareness -> willingness 0.321 3.075 0.001 
perception -> willingness 0.380 3.397 0.000 
H1: Awareness will have a positive influence on willingness to adopt Islamic 
banking products and services in Nigeria 

The result from the path coefficient shows that awareness has a significant positive 
relationship with willingness to adopt Islamic banking product at beta value of 0.32, 
t-statistics of 3.07 and p- value of 0.001. This indicates that hypothesis (H1) is 
supported at 99% confidence level. The contribution of awareness to the willingness 
to adopt Islamic banking products and services is indicated by the beta value which, 
shows that 32 percent variance of the dependent variable was attributable to 
awareness.  

H2: Perception will have a positive influence on willingness to adopt Islamic 
banking products and services in Nigeria 

The result in table 4 shows that beta value of perception is 0.38 with the t-statistics of 
3.39 and p-value of 0.000 indicating a significant relationship between perception 
and willingness to adoption of Islamic banking products and services in Nigeria. The 
result supports the hypothesis H2. 

It further indicates that perception explains 38 percent variance of willingness to 
adopt Islamic banking products and services among the potential customers.  

6. Conclusion 

This study found a strong relationship between awareness and willingness; 
perception and willingness to adopt Islamic banking products and service. This 
indicates a statistical significance of these variables: awareness and perception in 
influencing willingness to adopt Islamic banking products and services.  This study 
observes that despite the successful establishment and the operation of Islamic 
banking in Nigeria, a lot needs to be done in spreading the ideals of this nascent 
industry in the country. It is apparent that knowledge and awareness concerning the 
bank and its products is imperative to its adoption. Therefore, more awareness 
should be created through certain channels over time among the members of the 
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social system. The adoption of Islamic bank products and services is critically 
dependent on the relevant information communicated to the potential adopter. 
Communication in this regard is viewed as a process in which participants create 
and share information with one another in order to reach a mutual understanding. 
Going by this, it can be deduced that awareness is created in the course of sharing 
the information, and of course it may involve different channels but the most 
important is the creation of the consciousness through whatever means and the mass 
media is the most important channel of communication and creation of awareness 
and knowledge. Proprietors should target a wider coverage by providing more 
branches across the country so that those willing to patronize the products and 
services can have access.  They should present the banking operation in such a 
manner that can lead to positive perception.  
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