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ABSTRACT

The purpose of this paper is to propose a conckgasign to study and investigate the factors atilting the
adoption of Islamic banking products and service®rg customers in Nigeria. The research employs the
innovation diffusion theory developed by RogersO@p0to investigate the influence of the perceiviedbautes of
innovation (relative advantage, compatibility, cdexity and perceived risk) on customers’ usage stdrhic
banking products and services in Nigeria. The saldy intends to integrate customer involvememhéRogers
Model and investigate its influence on the usagkslafmic banking products and service. Besides thatstudy
also examines the moderating effect of customeplimment on the relationship between the perceived
attributes - relative advantage, compatibility, pbexity and perceived risk and the adoption ofrfstabanking
products and services. This is due to the factliteaitures on the Islamic banking usage havestigated the
influence of the customer involvement. Islamic hagkadvocates profit and loss sharing in contrashterest
dealing practiced by conventional banking systenchviiormed the major separation between the twdkingn
systems. Another important demarcation betweerdaenic and conventional system of banking has liken
way and manner they relate with their customers.ei®ds creditor-debtor relation is prevalent in the
conventional banking, Islamic banking treats itstomer in more than a creditor-debtor relationghipalso as

a partner in business and investment. This relatierefore made the customer involvement a potefattdor
and hence its influence on customers’ usage afisldanking products and services would be invastig) It is
expected that the study will help to enhance owleustanding on how customer involvement may infteetie
adoption of Islamic banking products and service®rg the customers in Nigeria. It is hopeful thpbm
validating the framework, findings from the studyillwprovide useful insight and especially firsthand
information on the role of customer involvementisiivould be useful to the providers in gaining aetiining
the existing customer, and to the policy makergulaors and other relevant stakeholders to stizeim
accordance with their respective roles towards ldgweent and sustainment of the industry.

Keywords:. Islamic banking Products, Perceived Attributes mfdvation, Customer Involvement, Adoption,
Nigeria

1. INTRODUCTION

Islamic banking is inseparable of Islamic economidgch aimed at realization of a greater justicehiiman
endeavor, which is achievable only with participatiof all human institution inclusive of financiaystem
(Adeniran, 2013). On the principle that prohibitgerest and other unethical and non shariah comtplia
activities, Islamic banking set to achieve thisagitic objective. In addition, it strive on incraagiall halal
aspect of business through provision of products services base on shariah principle with implemugon of
legitimate profit and loss sharing, paying Zakatghgbition of interest, monopoly and other formsuwfethical
trade and transaction such as dealing with podghall and gambling (Ayub, 2007; Gait & Worthingt@g08;
Sanusi, 2012). Hence, Islamic banking method dadrfaing and or products structure is based on Hwt to
redress the inherent injustice tied with intereasdul dealing. These principles, albeit paving wag to
achieving social economic progress in the sociéfetéwa & Almossawi, 1998) have also provided an
alternative mode of finances capable of competitibeeaking the long established monopolistic posiposed
by conventional financial system (Aliyu, 2012; Gur&eOthman, 2013).

The reality of Islamic banking emergence as aer@ditive to conventional banking, and its contiiutin
propelling the development of the global economy limeen proven in the international financial oeki@ ahir,
Bakar, Ismail, & Wan, 2006). For the fast threeatks; Islamic banking sector has grown in a largéeswith a
double digit annual growth rate and recently byadtr?0 percent.(Rustam, Bibi, Zaman, & Rustam, 20Ike
institution has witnessed an unprecedented expansia its impact was observable within the Muslims
countries and has extended to all nooks and cranofethe globe. Loo, (2010) and Perry &Rehman,
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(2011),0bserved that the Institution gained mommnand world recognition for its resistance to thebgl
financial crisis that mars the major financial @ey of the world. This gave the Islamic finance uistdy
opportunity to widen its horizon to new investora@@ri, 2011).And hence penetrated the western desnt
where their presence is also remarkable. For instam Denmark, United Kingdom, and USA, and in
Luxembourg Islamic banking was in operation sin®@8L (Perry & Rehman, 2011). The number of Islamic
financial institutions is at rise and establishadnmore than 75 countries(Ayub, 2007; Fatai, 201RBafK &
Bhatti, 2008).As at 2005, the total assets managekr the Islamic banks were $500 billion this feyuose to
$700 billion two years later in 2007. The growthisiamic finance was estimated at $1.8 trillion2@13 and
presently anticipated to hit over $2 trillion byetbnd of 2014(Muslimmirrow.com, 2014). Being tlueecof the
Islamic financial system, and also accounting f@p@rcent of its total assets, Islamic bankingms&sassets are
expected to reach $1.6 trilion by the end of 2qB&audigazette.com, 2014). Islamic banks were indeed
successful in the provision of innovative prodwatsl services to their customers irrespective af fagh.

For its noticeable achievements, Islamic bankingllecome attractive so much that many countrieyareng
and or struggling to have it in operation like tase of Nigeria from sub-Saharan Africa that hage ¢gmbraced
and started enjoying the system. Being it a newhatdished phenomena, the Islamic banking in Négeeeds
to be steady and prepared to compete with theriuatty dominance conventional commercial bankg #ra in
existence for almost a century. There is therefoneed to attract the patronage of the potentistbooers in the
most populous African country containing the ondfsiof the total blacks population (Soludo, 200B)€ in
every six blacks is Nigerian) and in which 53 petcare Islamic religion affiliate (Commission, 2Q0As such
investigating the factors influencing the custorhadoption of the Islamic banking products and E&vin the
country is paramount and timely. It is importantnention here that the banking system is also dipgeto
non-Muslims, in Malaysia for example, non-Muslimenstitutes the majority of the Islamic bank custosn
(Muhamat, Jaafar, & Azizan, 2011)

Despite the tremendous growth and brighter futdréhe Islamic banking system, however faced withreat
challenge from their conventional counterpart as tittal market share of the industry only accodatsl
percent of the total global banking assets (PefRgBman, 2011). Hence, studying a consumer behanibthe
factors influencing his decision and usage of Istabanking products and services remained imperats/the
strongest determinant of bank profitability hasrbée market share (Gumel & Othman, 2013) whicluim is
determined by customer base of the a bank (BedHettier, & Howcroft, 2000). And on the other wapigh
return to the customers motivates them to keepr ttieposits with the bank while the low return letad
withdrawal of the customers deposit from the bahlkeq & Carletti, 2008). Bank of any nature relyegtly on
deposits from its client as the major source ofutels. This is irrespective of being conventiooalslamic. In
their study conducted in the year 2000, Haron & Almnsubmit that since depositors’ money remain thgm
target of banks, and as such the knowledge commethe factors that influence customers’ decis®eorucial to
the management of the Islamic banks (Haron & Ahn2@@0). In the same vein Abduh& Omar (2012) added
that recognizing those factors influencing cust@hedoption of Islamic banks is vital in enhancitite
performance of the bank to increase the numbeheif tlepositors. In Nigerian context alike, it walsserved
that gaining and maximizing customer value emergedey element to profitability in Nigeria’s comroied
banking arena which definitely would require thenks to review their products and services offerargl
delivery approach (cnbcafrica.com, 2014). It waghier argued that when important issue of theacosts,
such as preference and needs were ignored or mot gigen a due considerations, the difficulty faght
decision making by the policy makers regarding mtom, products and services is apparent therelpadating
negatively on the bank progress (Al Qasa, 2013} $tudy therefore intends to investigate the grflce of the
perceived attributes of innovation on customersigesof Islamic bank products and services in Négdtialso
set to determine the moderating effect of customeolvement on the relationship between the pesziv
attributes - relative advantage, compatibility, @bexity and perceived risk (independent variablas)l the
Adoption of Islamic banking products and serviagdspendent variable)

2. BACKGROUND

Islamic banking berth to Nigeria recently. Pregidalthe year 2011 with the commencement of the-atmn of

a full-fledge Islamic bank (Jaiz Bank PIc). Whikest has been “the dream comes true” the establishofehe
bank in Nigeria was historic. It has witnessed madgs but through continuous struggle and effoas able to
withstand the pressure and penetrate the markesteRtly counted as part of the Nigeria’s bankirystry, the
Islamic bank has provided alternative avenues ¢oddsiring customers whose preference to the baskom
various considerations. Many attempts in the paststablish a bank in Nigeria that provides prosiwotd
service within the framework of shariah from 19612003 prove abortive thereby recorded only a diriie

12



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) may
Vol.6, No.30, 2014 IIS E

achievement and or a failure. The main causedattile to the failure had been the regulatory éaork,

legal restrain and partly lack of awareness ancrstdnding by the potential customers (Aburime &A2009;

Auwal, 2003; Fada, 2012; Lawal, 2010). Recently qoest to establish the bank experienced a breaighr
after obtaining the license in 2011 and commengetaiion in Jan 2012 by the only full-fledge Islarbank
(Jaiz bank plc). Presently the bank has extendedpitration to additional states that includes ikatsGombe,
Zamfara, Sokoto, Borno, and Bauchi from the thteées of Abuja, Kano and Kaduna where it firsttsthits

operation (businessday.com, 2013).Crossing theefefiche barriers has set the Islamic bank in Hue as a
competitor with the existing conventional bankshia country.

As a nascent industry, the Islamic bank in the tgumas to compete with the firmly rooted and l@sgablished
conventional banks. Presently there are 21 comaidsainks in the country which was the result ofagsing
the number through mergers and acquisition fronra8&t 2004 before the bank consolidation exetoiszb
after the settling down of the exercise at the @n2005 and later on to 24 as at 2009(Aliyu, 204r) presently
21 with the Jaiz bank being the"®Phe Islamic bank in the country is operating a segl banking. This was
based on the required capital base set by CBNefgional and national Non-interest bank N5 billiordaN10
billion respectively. It therefore mainly operate the northern region of the country which is pradantly
Muslims occupy. The Muslim population accounts 8% of the 177million people of the country,
(Commission, 2007; U.S, 2010) hence the countrgeNa is a big market and a dwelling for this tygfe
financial industry. The level of unbanked adult wagorted to be very high as 74 percent adult Nager
representing about 64 million was outside the fdrosaking system (EFInA, 2008) and mainly in thethern
region (Dogarawa, 2011). The newly establishedrigaanking system is expected to drastically redilne
number of the unbanked adults in the country. lditaah, Aburime and Alio (2009) reports that in iswerview
conducted between February and March 2008, basedystematic random sampling of 200 Muslims
conventional banks account holders, reveals thabwrwhelming percentage of 94.5% representing 189
respondents declared their eagerness to immediaadignize the Islamic banking once it was esthbtisin the
country. Surprisingly, this has not materializeteathe commencement of the bank operation asatee af
adoption and or patronage by the customers waddmes low as the bank was report as moving abw sl
phase which affects its acceptability to the publid consequently its future survival(Abullahi, 2D1This was
against the anticipated rush from the long awaitingtomers as was predicted to have stockpiledi¢pesit
base of the bank to an unimaginable fold (AburimAl&, 2009; Gusau & Bawa, 1993).

In addition to struggling to gain ground in the Bligan banking industry, becoming the dominant nuarest
financial services provider in Sub-Saharan Afriea been the aspiration of the Islamic banking igeNa. But
notwithstanding the strong vision and mission & Hank its low capital base, as the only full-fledglamic
bank in the country and consequently declaringss lmounting to N1.07billion in 2013 accountingiqer
while other conventional banks were proudly anninth@ huge profit in same accounting period casteso
doubt to many potential customers. Apparently thoeeg this situation calls for the attention of ttesearchers
to investigate the factors influencing the adoptainthe banking products and services in the cqurithe
present study is therefore considered timely angenative as it would investigate the factors inficiag
customers’ adoption of the Islamic banking in tbermtry. A customer is considered as the ultimaléter who
decides the market share of any industry (KotleAstong, 2001).As market share formed the strongest
determinant of profitability of a bank (Gumel & @tlan, 2013), which is also tied to its customershésis
crucial to not only explore the factors influencithg customers usage and adoption of the Islanmkibg in the
country, but also structured the products and sesvand bank approach of delivery in line with ¢bstomers’
needs. As the market share of the Islamic bank igefn in comparison with the conventional ban&s i
insignificant, and following the fact that a con®mnis “the master of market” studying his needsnts and
behavior remained the basis and safest strateghdosurvival and growth of a business (Al-jera908). For
example, the world largest bank as per 2014 ranbasg on capitalization has customers base of & atillion
with more than 9000 locations (Relbanks.com, 201&herefore identifying those factors influencinget
customers’ usage of the products and services walfglthe practitioners to come up with approprétategies
that are conducive for customer retention and dppeto the new ones.

In their efforts to study consumer behavior regagdisage of Islamic banking products and serviesgarchers
have identified and investigated several factorssiered as relevant in influencing customers al age
attracting them towards the adoption of the proslactd services. Among the factors studied includss, of
return, fast and efficient service, bank reputati@rol & El-Bdour, 1989); service quality, finaatireputation
and religiosity (Dusuki & Abdullah, 2007); staffiéndliness, products uniqueness, fast and efficsentice,
location and parking space (Mansour, Abdelhamidsddal, & Niazi, 2010); confidence, convenience, cost
benefit, services quality (Almossawi, 2001; Hai@@10; Rashid, Hassan, & Ahmad, 2009; Rehman & Mésoo
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2012) confidentiality and religion (Abdullah, Side, Adnan, 2012; Erol & EI-Bdour, 1989) perceivegucts
complexity (Akbar, Shah, & Kalmadi, 2012)shariahmgdiant (Abduh & Omar, 2012) religion (Al-Ajmi,
Hussain, & Al-Saleh, 2009; Bley & Kuehn, 2004; Khatassan, & Shahid, 2007; Loo, 2010; Metawa &
Almossawi, 1998). Profitability (Ahmad & Saif, 201Awan & Bukhari, 2011; Erol & EI-Bdour, 1989; Hidat

& Al-Bawardi, 2012; Siddiqui & Gilal, 2012). In sumary, most of the factors investigated are under th
category of religion, profitability, service qualitconvenience and bank reputation.

However, perceived attributes of innovation - liglatadvantage, compatibility, complexity, percengk does
not received much attention with exception of th@kwof Thambiah et al, (2010, 2011 & 2013) and betti&

Aziz, (2012). Additionally, even the few studiestlexplore the perceived attribute were not ablentegrate
customer involvement. Hence the factor was notwagptin the study of Islamic banking usage and tdop
Fortunately and interestingly Amin et al, (2013ygested for incorporating and testing its influenaelslamic
banking adoption. Against this background the mresg¢udy set to investigate the influence of thecewed
attributes by incorporating customer involvementhia Rogers model to test its influence as botlepetident
and moderating variable against the Adoption ardj@®f Islamic banking products and service in Nige

3. PROPOSED CONCEPTUAL FRAMEWORK
3.1 Innovation Diffusion Theory

Behind any adoption process there must be sometieng being it product (s) and or service, ideavay of
doing things. This suggests that there could bstiegi product(s) initially and comes the need tpriove it or
switched to another one (new).Kotler (1994) po#itst new products incorporate original productsdpicts
modification and products improvement. It also uttes the products ready to be launched in to thrkehand
those that are perceived as new in comparisonhier®ty the potential adopters(Blackwell, MInardE&gel,
2006). Adoption according to Rogers & Shoemake7{}9s defined as making the full use of a new idedhe
best course of action available. Islamic bankingdasidered as a new idea by its adopters as thtewssy,
methods and manner of their financial transactioffered as alternative to the existing method oéfiicing
obtainable in convention system which is a prodidictapitalism where concern is basically on prefiteg with
little or no concern on the detrimental effectsothers. And therefore choose it as against the exttional
banking system, though some individuals use bothstystems simultaneously (Naser, Jamal, & Al-Khatib
1999).

Conceptual framework guides the study and formshisis through which research is built. It is ndiyna
formed out of the theoretical framework, which imrt led to the development of the research hypathé&se
mirror through which most of the researchers usestudy the adoption and development of new ideasell
as behavior prediction study is typically known lagovation Diffusion Theory (Couros, 2003; Jamshgdi
Hussin, 2013; Thambiah et al 2011b). In its basionf Diffusion is defined as the process by which a
innovation is adopted and gains acceptance by iohails or members of a community (Couros, 2003).
According to Rogers (2003) Diffusion of Innovati®heory remained as the one of the most widely nsedels

in innovation adoption studies. Over half a millistudies were reported to have used the innovalifumsion
theory (Rogers, 2003; Thambiah et al, 2011b; JadnghiHussin, 2012). It has been consistently enaging
research in the area of adoption of an innovatibarbiah et al, (2010). Anuar, Adam, and Mohamad 220
observed that innovation diffusion model was hdljpfuproviding the researchers with a suitable fplah for
studying the adoption of product and services amamigd individuals.

The sizeable number of studies of adoption has bese on the contexts other than Islamic bankingstiy on
internet banking, technology, agriculture and Heatctors (Al-Ghaith, Sanzogni, & Sandhu, 2010;fidahn,
Franken, & Broekhuizen, 2012; Pannell, 2003; Rqg2f03; Sadeghi & Farokhian, 2011). Very few but
growing studies were concentrated to financial isess and Islamic banking in particular (Amin, Abdul
Rahman, & Abdul-Razak, 2013; Echchabi & Aziz, 2012amshidi & Rezaei, 2012; Thambiah, Ismail, &
Malarvizhi, 2011b). Gait & Worthington (2009) opth¢hat in spite of the growing literature in thentext of
Islamic finance, much study using sophisticated atiad techniques are still needed especially orsaorer
behavior. Tallying with Gait & Worthington, the uséother constructs and or theoretical modelfienstudy of
Islamic banking adoption was suggested by Jamsmdi Hussin (2012). Specifically, Jamshidi & Hussin
suggest for employing Rogers’ “Innovation Diffusidheory” to test Islamic banking Adoption. It wasther
noted that notwithstanding the efforts made byrt#searchers in the context of Islamic banking dnew, the
studies about customer’s adoption toward Islamitkley product and services are still insufficiedidayat &
Al-Bawardi, 2012). And even the few studies werestlyoconducted in Asia- Bangladesh, Malaysia, Rakis
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Singapore; Middle east- Jordan, Libya, Moroccaud- Arabia; and Europe and America- UK, USA. In
Africa, particularly in Nigeria such studies werarsce. Yussof and Daud (2011) stressed that thgraticity of
literature in this discipline in Nigeria.

The current study has therefore adopted the resefsaenework based on diffusion of innovation Model
developed by Rogers 2003. This Model has been ieddily including additional variable as customer
involvement as both an independent and a moderatinigble determined to test its influence as ae il
moderator between the attributes of innovation: gatibility, relative advantage, complexity, peraawisk and
the adoption of Islamic banking using the custonedrthe bank as unit of analysis. The study wilhicibute in
revealing whether customer involvement can modetige relationship between the perceive attributes o
innovation and adoption of Islamic banking in NigefThe variables use in the study comprises tlegandent
variables- compatibility, relative advantage, coextly and perceived risk the moderating variabletistomer
involvement and the dependent variable is Adoptibrslamic banking. Although some studies in therkture
review suggested relationship between the varialelegpirical research combining these variablesogjether
was missing.

Diffusion of innovation theory was considered sbiigafor explaining the relationship between theiakdes
under study. The proposed framework was adoptedh fiRogers, (2003) with some modifications to
accommodate the approach draw on by the reseailery is the proposed research framework.

Customer Involvement

Relative Advantage

Compatibili
F= a Islamic Banking
¥ # Products & Services
Adoption
Complexity
Ferceived Risk

Figure 1: Proposed frrmework
3.2 Per ceived Attributes of Innovation

Innovation has been largely defined as a changtrircture, design, or products or process in chviiere is
definable new element introduce into the systemel&@w, 1979). The perceived attributes of innovatio
otherwise known as characteristics of innovatiae$ers to those attributes which consumers perdeas
relative advantage, compatibility, complexity, kaaility and observability and hence used them ay k
indicators of their judgment and evaluation of amavation (Arts, Frambach, & Bijmolt, 2011). Marnydies of
innovation adoption incorporates these attributed iavestigates their influence on the adoptionavedr of
consumers(Al-Ghaith et al., 2010; Echchabi & AZB12a; Gerrard & Cunningham, 2003; Hoffmann et al.,
2012; Thambiah et al., 2011b; Tornatzky & Klein829 Rogers, (2003) emphasized that perceivedatés of
innovation have provided most important explanatifrthe rate of adoption of an innovation. Mosttbé
variance in the rate of adoptions of innovatiomnir49 to 87 percent, is explained by the five latitiés as
contained in Rogers’'s model as: relative advantagejpatibility, complexity, observability and trdility
(Rogers 2003). This indicates the suitability aétmodel in the study of adoption of Islamic bamkjproducts
and services. Supportably, Couros (2003) holdstlieRogers model of innovation diffusion coulddity type
of innovations adoption study.
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However, not all of these attributes were fountiéaconsistent. While most studies found that nedagidvantage
and compatibility were consistently significant grakitively correlated to adoption of innovatiotts research
conducted by (Thambiah, Eze, Santhapparaj, & Aramyg2010) reports that both relative advantage and
compatibility were insignificant. On the other hara@bmplexity was found to have a consistently negat
relationship to adoption (Tornatzky& Klein, 1982;itbhell, 1999; Rogers, 2003). For example, Gerrard&
Cunningham, (2003) have examined the diffusionrdine banking among Singaporean customers. Thédtsesu
signify that compatibility, complexity and relativedvantage have significant influence on the usenthe
banking in Singapore. Findings from the study offfaban et al., (2011) as well, reveals that the Bieged
innovation characteristics largely determine ttiention to adopt the fee-based advisory model.

Al-Ghait, Sanzogni, &Sandhu, (2010) examined tHié@nce of the perceived attributes of innovatioggested
by Rogers (2003) in their study of the adoption asdge of online services in Saudi Arabia. The @awsth
included, apart from the five attributes (relatiaelvantage, compatibility, complexity, trialabilitand
observability) other variables in the model, pereditrust, security, privacy, service quality aogdlty. Survey
guestionnaires were used in a random sample difigidred and fifty one (651) respondents where Taad
regression was used for the analysis. The resghjesied that the perceived attributes of innovatiene the
most important predictors of adoption. This wasiupport of Ostlund, (1974) who posited that theceised
attributes are better indicators of adoption coragan personal characteristic of the consumerarpurating
the personnel characteristics as venturesomenemanopolitanism, social integration, social mobjlity
privilegedness, interest polymorphism, general -seifffidence (self-esteem) in problem-solving and in
psychosocial matters, family income, respondentcation, social status of the husband's occupatma,
respondent age along with the perceived attrib@sfund sampled 605 housewives (respondentskeisuhvey
conducted in Boston. The study was phased in tostages with the aimed of comparing the two reduts
before and after introducing the products in theket In both studies consumers personal charatiterere
found to be weaker predictors of purchased inteftiehavior as compared to the perceived attribofes
innovation. Hence the perceptual attributes are=iggdly stronger predictors than personal charastiesi of the
consumers (Ostlund, 1974)

This study includes only relative advantage, coibpdy and complexity from the original model. Thhoice
of these three attributes was in accordance wighMbta-analysis of findings on innovation charasters and
innovation adoption conducted by Tornatzky& Klel82) where they revealed these three attributescess
suitable in all context of innovation adoption. &sved risk was considered important due to thersabf the
Islamic banking products. The factor was first gigd by Bauer (1960) as cited in Ostlund (1974Hd since
then perceived risk was considered as importanaiar in consumer adoption of an innovation. Matydies
therefore have incorporated perceived risk in thtidies (Gerrard & Cunningham, 2003; Zhao, Kodrm@g4s,
Hanmer-Lloyd, & Ward, 2010)

3.2.1 Compaitibility

Compatibility according to Rogers (2003) is the regto which an innovation is perceived as consistéth
the existing values, past experiences, and neeggtential adopters. Hence Compatibility is theeekto which

a new product or service is consistent and comigatilith consumers’ needs, belief, values, expegasnand
habits; skills and work practices of the potensidbpters (Harrington & Ruppel, 1999). In referetaédslamic
Banking, the concern is how the products and sesvisuite the customers banking needs, belief, salue
experience and habit. Islamic banking was to acdepbsit and mobilized financial resources throsgariah
compatible mode (Perry & Rehman, 2011) which ie @lgnsidered as compatible with the values. Indiaisl
tend to aligned themselves to ideas which aredoras with their interests, needs and existingualtis (Rogers,
2003). Compatibility of an innovation was confireniey quite number of empirical studies, as haviggificant
positive influence on the adoption of innovationl-@haith et al., 2010; Amin et al., 2013; Gerrard &
Cunningham, 2003; Kolodinsky, Hogarth, & HilgerQ@; Tan & Teo, 2000; Thambiah, Eze, Tan, Nathan, &
Lai, 2010).

Using the innovation diffusion theory, Gerrard &dnningham (2003) studied customers’ adoption dihen
banking in Singapore. Compatibility was found teda strong effect on the customers’ usage of erdamking
in the country. Echchabi& Aziz (2012) studied Matans customers in relation to adoption of Islang@oking
services; the result reveals compatibility havingignificant impact on the attitude towards Islarhenking
services in Morocco. Tornatzky& Klein, (1982) coontkd a meta-analysis of innovation adoption; thel\st
found that the adoption of an innovation is greéitiited to its compatibility with individuals’ vaks and belief.
In quite number of studies compatibility was repdras been directly proportional with the rateddtion. The
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more an innovation is compatible with the potentaopters’ values, the more the adoption of such an
innovation (Rogers, 2003).

In some studies, compatibility was further usediecedent of perceived ease of use which wasrowedi as
an important determinant of customers adoption aitimedia phone service (Pagani, 2004). In addjtionthe
theories and models of technology acceptance aogtiad, compatibility was considered important dounst

that predicts behavioral intention and or adoptidran innovation with strong evidence from the encpl

studies supporting a direct influence of compatibih the adoption of Internet banking (Al-Fahig012). Also
findings from a survey conducted by (Khan & AIRQ10) reveals that After attitude, compatibilitysMaund to
be the second most important determinant of ind@ntd adopt mobile advertising for India and Syithe
current study therefore hypothesizes as below:

H1: There is positive relationship between complétiband adoption of Islamic banking products asetvices
among the bank customers in Nigeria

3.2.2 Relative advantage

According to Rogers (2003), relative advantagéiésdegree to which consumers perceived using goneduict

or service as better than using its substitutes.cHoice of relative advantage in the current study informed

by the fact that literature has revealed its infeerelated to adoption as consistently significkot example it
was considered as the best predictor of behaviotahtion toward adoption of an innovation or itsage
(Choudhury & Karahanna, 2008). Relative advantage feund as a greatly significant factor deterngrtime
adoption of a new idea (Tornatzky& Klein, 1982).eTlpositive relationship between, perceived relative
advantage of an innovation and its rate of adoptias generally advocated by Rogers (2003) and iremo
specific term, quite array of studies of innovatiadoption and usage in different context confirmbd
importance of the factor “relative advantage” (Théah et al, 2011b, 2013; Gerrard& Cunningham, 20G8)
&Teo, 2000; Kolodinsky et al, 2004; Choudhury & Ehanna, 2008).

For example Tan &Teo, (2000), studied the adopbehavior of Internet users in Singapore, usingnenli
questionnaire survey; Tan &Teo sampled the desiadber of the respondents to investigate theimirga
toward the adoption of internet banking. The reseaiteals that relative advantage was an importactof
influencing customers’ adoption of Internet banksggvices in the country. In same direction Kols#linet al.
(2004), examined the adoption behavior of US irdendmanking customers toward the adoption of three e
banking technologies. The outcome of the study racetes the relevance of relative advantage oromess’
adoption behavior. Hoffman et al, (2011) conduaegsearch on retail banking customers’ intentioadopt a
new remuneration system for financial advice inr@amy. Relative advantage appeared to be inevitainigng
the determinants of the customers’ adoption ofeleebased advisory model.

Relative advantage is widely used to cover econdreieefit, social prestige etcetera (Rogers, 2008)urther
show its multi-dimensionality, savings of time ambney, reduce discomfort and convenience were lteget
been refers to as relative advantage (Gerrard &igham, 2003; Hoffman et al, 2011). But the natiréhe
innovation is what normally dictates the specifimension of relative advantage is of more concerrithe
adopters, even though, adopters characteristicktrhayve some effect (Rogers, 2003). The curremtystvould
consider relative advantage in the context of endadenefits that covers elimination of interestdan, low
bank/administration charges, profit and loss slgaaind ethical banking system. Hence the followiggdthesis
was developed

H2 There is positive relationship between relatagzantage and adoption of Islamic banking prodacis
services among bank customers in Nigeria.

3.2.3 Perceived Complexity

Complexity refers to the extent to which an innasmatis considered by its users as difficult to wustiend and
use (Rogers, 2003). Some innovation tend to belgleaderstandable in such a way that the poteatiapters
find it easy to use while some turn to be difficatid the potential adopter rule it as complex aamtch affect its
usage in a negative direction. Arts et al (201gpead that complexity had a positive effect in thigal stage as
the adopters’ intent to adopt a certain innovabahthe effect suddenly reverse to a negative onthe actual
usage. Most of the studies found complexity witkignificant negative relation with adoption of arfmaular

product or service with exception of Tan and Te@0®. They reported perceived complexity as notrigaany
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remarkable influence on the users’ intention towaddption of internet banking service. Contraryhe finding

of Tan &Teo Ostlund, (1974) have earlier found ctaxjy as the most impacting variable on consumer
adoption and usage of online service. The Ameri@arker (2000) cited in Kolodinsky et al, (2004)aepd that
one-third of consumers who had signed up for e-ib@nkad stopped using it due to unsatisfactoryaust
service or the complexity of using the service. €ffect of complexity was further reported by Beittal (2012)
where ambiguity in products and transaction andgeed complex transaction procedure were collebtiv
discovered as the hindrance factors responsiblditancing the non-users of Islamic bank to itsdpicts and
service.

Perceived complexity affect customers’ understamdind hence lead to skepticism on their adoptiora of
particular products and or services. On this ndtanibiah et al (2011b) viewed that the level of us@ading
could help to reduce customers’ perceived compjekit their study on the role of innovativenesscohsumer
in relationship between perceived attributes of peaducts and intention to adopt, Ho and Wu (20deh)ealed
that lower perception of complexity is strongly @siated with higher rate of adoption. In anotheneinsion,
Thambiah et al., (2010) surveyed customers’ pel@efn Islamic retail banking in Malaysia. They quamed
between urban and rural customers and the findmtjsated how varied the two groups were. The redpats
from the rural group perceived Islamic bank produas complex, hence affected their participatiogatieely.
A similar conclusion was arrived at by Akbar e{2012) where they posit that the customers of Igldrank in
UK were hesitant concerning its advantage duedgtrceived complexity. This study therefore intetaltest
the perceived complexity as it affects Nigeriankiag customers and hence the hypothesis to bedteste

H3: There is a negative relationship between corifyleand the adoption of Islamic banking productsl a
services among Nigerian bank customers.

3.2.4 Perceived risks

Perceived risk has been defined as the naturehendrhount of the uncertainty faced by the consuméis
effort to make use of a particular product or sE\iCox & Rich, 1964). Islamic banking does notcemmodate
interest which conferred risk on one side at theiment of the other. Trading is permitted but et was
banned and as such there should be risk sharitrgde and investment. For a client to claim a hiemefthe
form of return as propagates by the Islamic prilegine should equally assume some risk (Ghayad8;200
Kamarulzaman & Madun, 2013). Perceived risk theeefplays an important role in trade and investment
decision of Islamic banking consumers.

Researches in different contexts reveals the effégberceived risk on the consumer decision (Gdri@r
Cunningham, 2003; Ostlund, 1974; Zhao et al., 20EQ) example, Zhao et al, (2010) in their studyline
banking services adoption in China; investigated ihfluence of perceive risk and found it as having
significant negative effect on the online bankimgvices adoption. Unlike in conventional bankingeng the
depositors assume less risk due to the prior kreiydef the return, Islamic banking depositor fazeslatively
high risk as the amount to be earned is not knatlmer depends on the outcome of the business. Tiahrabal
(2011b) noted that the basic nature of Islamic bankroducts and services makes it more risky ¢oeyes of
the potential adopters as the effect of usingrndtéo be invisible to the clients in the short-rangVhereas
customers of Islamic banks face high risk due éouhcertainty arising from the business, and whidhversely
proportionate to the rate of adoption Rogers, (20€8y also have a better chance of gaining highrn
compared to the conventional bank customer whoivesea fixed return no matter what the business or
investment achievement was. Perry &Rehman (20bi¢dnthat in conventional system the capital of the
financial institution is at risk before that of tHepositors. But in Islamic financial institutiotiee reverse seems
to be the case. This, according to Thambiah €R@ll1b) affects the level of confidences of thersigd Islamic
banking products and services.

The predictive power of risk on the consumer betragould be better understood through examining the
various categories of risks and how they relatthéoparticular product and or service intended lopsumer.
low perceive risk increases the chance of custdnaereptance of a particular product and servicéewhigh
perceive risk reduces the chance of the acceptamtehis formed the rational of established liekween the
perceive risk and adoption of a product or ser(i8gvastava & Sharma, 2011). Hence, researchers hav
identified several risks dimension in relation toahcial products to have includes; psychologifiaancial,
operational and performance risks (Kaplan et alf41%Howcroft, Hamilton & Hewer, 2007; Srivastava&
Sharma 2011). Performance risk according to (Hat6i5) cited in Srivastava & Sharma (2011), isrubef as
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the loss incurred when a product does not perfarax@ected. And financial risk refers to the ecopamtlay
that may be lost if a product does not perform adézly (Grewal et al, 1994) cited in SrivastavagaBha,
(2011). In dealing with Islamic banking product asetvices, the customer may be concern with thinbss
outcome in the line of the investment he parti@patThis study would be concerned with financiatl an
performance risk based on uncertainty and trust. fiipothesis developed in relation to perceivddisis

H4: There is negative relationship between perckiigk and adoption of Islamic banking products aedrices
among the bank customers in Nigeria

3.2.5 Consumer involvement

Islamic banking is principles based on the embavgo interest payment or receipt founded in religiou
adherence rather than economic motives (Ghannadi@wswami, 2004), and this form the major separatio
between the two banking system. Though the maiferéiice between Islamic banking and conventional
banking is interest-based business or Usury inlatex, the extent of customer involvement couldabether
important variation between the two parallel bagkéystems. in spite of the increasing number afashes on
consumer and financial products and services, tigenstanding of consumer behavior remained limiitetthis
context (Aldlaigan & Buttle, 2001). This impliesathgetting acquainted with the factors influenciing
customers’ usage of the variety of financial pradwmnd services is crucial not only to the pramtigirs but also

to academicians; and hence the level of Custonvahiament was suggested as one of the essentiakats in
discovering the usage of financial products andises (Aldlaigan & Buttle, 2001).

The importance of involvement is well establishedhe consumer research and marketing literaturenfre
than two decades (Michaelidou & Dibb, 2008). It basrucial role in prediction of consumer behayBeatty,
Homer, & Kahle, 1988). Though there was no consermsu the comprehensively unified definition of the
concept consumer involvement, Zaichkowsky, (198Bgre was agreement in categorizing it to lower
involvement, and higher involvement (Michaelidou Bibb, 2008; Zaichkowsky, 1985). This because the
involvement can vary according to frequency andation (Howcroft, Hamilton, & Hewer, 2007) and papls
due to the different dimensions it is being appli€he multidimensionality of the concept was ekpdd by
many researchers. For example, the term involvemgrsuggested by different scholars may be witlklymt
with purchase and or with advertisement (Krugma&621 Howart & Shelt, 1969; Hupter & Gardner, 1971,
Clark & Belk, 1978) which was classified in thremt@gories as enduring, situational and responssviement
(Michaelidou & Dibb, 2008).

Customer involvement was studies on different coresuproducts (Espejel, Fandos, & Flavian, 2009kl
2013) and in financial product(Aldlaigan & Buttle001; Beckett et al., 2000). Thus, the presentystud
determined to investigates its influence on thegasaf Islamic bank products and service both aspgeddent
variable as well as a potential moderating varidi#éveen the attributes (Relative advantage, caliliist
complexity and perceived risk) and Adoption of tela bank products and services. The capability hef t
variable as both independent and moderating variabk tested in previous studies (Fatima & Razza2((ES3;
Srivastava & Sharma, 2011). Encouragingly, Alddiag& Buttle, (2001) recommends for studying custome
involvement in financial services and investigatitgyeffects on bank customer behavior. This stilyefore
proposed to extent its usage on the Islamic baniinducts and services adoption.

Customer involvement in Islamic banking reflect® tprinciples upon which the bank was founded i.e.
prohibition of interest in all forms and resortitigprofit and loss sharing. In this way bank finanke business
of the client as enterpriser engages the resourd® ibusiness venture or alternatively bank seagghe
enterprises and in any way the outcome of the legsiis shared. This reflects the Islamic view thatburden

of loss or failure should not be directed entitelyone party except otherwise where one of thagsawas found
wanting. This arrangement results in a balancettiloligion of income thereby preventing monopolizitige
economy by the capital provider(Aliyu, 2012). Tisisidy would use customer involvement in the context
purchase involvement and products involvement. sTthe proposed hypothesis is:

H5: Customer involvement has a positive influencetlte adoption of Islamic banking products and isess
among the bank customers in Nigeria.
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And to investigate the moderating effect of thetomer involvement on the relationship between the@ved
attributes (relative advantage, compatibility, céemjiy and perceived risk) and the usage of Islaiménk
products and services, the following hypothesisawrveloped:

H5a: Customer involvement moderates the relatignsl@tween relative advantage and adoption of Islami
banking products and services among the bank cestoim Nigeria

H5b: Customer involvement moderates the relatignbbiween perceived compatibility and adoptionstdrhic
banking products and services among the bank cestoim Nigeria

H5c: Customer involvement moderates the relatignbleitween perceived complexity and adoption ofm#ta
banking products and services among the bank cessim Nigeria

H5d: Customer involvement moderates the relatignbkiween perceived risk and adoption of Islamitkbey
products and services among the bank customergyariil

4. METHODOLOGY

The targeted respondents are the customers ofstamit banks in Nigeria. The study area would be th
northwestern region in the states that includesudadKano, Katsina, Sokoto and Zamfara where tkdare
currently in operation. Due to the high level oinfidentiality, sampling frame would not be abledbtain.
Hence the study would compellingly resort to thevanient sampling with stratified techniques inedetining
the number of needed respondents from the bramfttee bank in the states mentioned above. Whitedbuld
be a shortcoming for the generalization of theifigd, it will still provide an insight of the bamg consumers’
behavior related to the adoption of Islamic bankimthe country. This decision was in line with Titsiah et al
(2011) where they used convenient sampling in tteily of Islamic Retail banking adoption in Maliys

Data would be primarily collected from the respamdenhere a structured questionnaire would be adtaied

to the respondents using a hand delivery techréqube selected banking halls during the bankingréioThe
guestionnaire would be in two parts with part ooataining questions based on demographic profil¢hef
respondents: education level, gender, family singl, income. Others include religion, age, maritalus, state

of origin and ethnicity. It also covers the typeaattount operated. Questioned on the product(g)teés) that
are most preferable to the customers would be declu Part two would contain the questions basethen
proposed research framework shown in Figure 1 ab®he questionnaire items would be adopted from
previous studies in the related area. A five pdiiert scale style would be used ranging from sitgn
disagree=1 to strongly agree=5

Data analysis

Data analysis of the study involves several staghs.first stage involves data screening processtests to
satisfy multivariate assumption. The purpose of #tage is to test whether the data is suitabie tased for the
purpose of statistical analysis. After passingfitst stage, the second stage is to do explorgtmtor analysis
to identify the underlying structure of the variablinvolved (Hair, Tatham, Anderson, & Black, 2008) the
third stage, the data is run using structural éqoanodel (SEM). The advantage of this approacthés it is
able to estimate measurement model and structwdéhsimultaneously. The measurement model is dsimay
validity factor analysis in order to validate measuent scale of a construct (Hair et al., 2006)ialdes that
pass this analysis test are then applied to stalataodel analysis in order to examine the relatidms between
the endogenous variables and the exogenous variabtbe study.

5. Conclusion

This paper proposes a theoretical framework forstiuely of Islamic banking products and servicespédo
among the Nigerian bank customers. It highlights tklevance of Innovation Diffusion Theory through
evaluation of past studies using the theory. Theep@roposes the integration of customer involvenethe
Rogers model and sets to test its influence as indgpendent and moderating variable amongst theejwed
attributes. It is hopeful that useful outcome ofrmianse importance to the practitioners and othexvaeilt
stakeholders would emerge when the framework islagdd.
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