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Introduction 
he relevance of small and medium-scale enterprises in 

resource mobilization and utilization cannot be 

overemphasized. Small and medium scale are small 

businesses that are independently owned and operated by 

individuals or groups of persons and are not dominant in their 

field of operations (Dikki, 2016). Small and Medium businesses 

are generally regarded as the driving force of economic 

growth, job creation, and poverty reduction in developing 

countries. They have been the means through which 

accelerated growth and rapid industrialization have been 

achieved. They are seen to be characterized by dynamism, 

witty innovations, and efficiency, and their small size allows for 

a faster decision-making process. 
Ofegbu, Akanbi, and Joseph (2017) are of the view that though, 

the government took some steps towards addressing the 

conditions that hinder their growth and survival, however, 

these SMEs’ assistance programs have failed to promote the 

development of SMEs. Majority of the SMEs because of the 

inability to meet the conditions of the conventional banks in 

form of high-interest rates and collaterals have resorted to 

other informal institutions such as Islamic banking as their 

alternative source of finance.  

Meanwhile, Sabiu and Abduh (2021) emphasized that Islamic 

banking serves as a system of banking or banking activity that 

is consistent with Islamic law (Shariah) principles and guided by 

Islamic economics. Thus, through its asset-backed and equity-

based financial instruments, can foster the financial inclusion of 
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SMEs by bridging the financing gap suffered by the sub-sector (World Bank Group & 

Islamic Development Bank, 2015). 

More so, Islamic banks in Nigeria pledge to support the economy through financing with 

a focus on directing credit to SMEs. Therefore, alleviating the credit constraints faced by 

the SME sector in Nigeria through Islamic bank financing can encourage the entry of new 

firms, and improve their chances of survival and growth, leading to the creation of more 

and better business opportunities centered on the growth of the economy. 

Moreover, SMEs in Northern Nigeria, a predominantly Muslim region, are unwilling to use 

interest-based credit but have expressed their desire to use the Islamic finance option in 

financing their business activities (Sabiu & Abduh (2021). Owing to this, Islamic banks Taj 

Bank Ltd is one of them that operates in Nigeria and can play a significant role in 

promoting banking inclusion for many entrepreneurs in the country. 

 

Statement of the Problem 

Despite the efforts of the government and other stakeholders to achieve economic 

growth and development through sustainable SMEs, most small firms are short-lived 

(Ifekwem, Oghojafor & Kuye, 2017). The author goes further on that few of the early SME 

owners have been able to sustain wealth past one generation, and many of the ventures 

have failed rather than changed ownership. This does not only result from the basic 

challenges facing SMEs in Nigeria, it stems from the poor attitudes of SME owners to 

business risk and their management (Adeloye, 2015). SMEs seem to be generally 

characterized by limited capital because they usually lack the requirements to assess the 

various funding options open to business firms. However, in their efforts to expand and 

grow their businesses, SME owners engage in various credit options which further 

exposes them to financial risks. This is because most SMEs find it difficult to fulfill their 

financial obligations to their various creditors thereby resorting to early liquidation to pay 

their debts with the business’ assets. 

Although Islamic banking inclusion for MSMEs is generally considered to be important, 

little is known about the impact of access to such bank financing on SME growth. Some 

of the few studies on the area include that of Hove, Sibanda, and Pooe (2014) in respect 

data collection. Data were analyzed using regression analysis where SPSS 20.0 was 

used to process the data. The study revealed that the Islamic mode of finance 

provided by Taj Bank Ltd played a significant role in promoting SMEs in the Abuja 

metropolis. Meanwhile, the study recommends that TAJ Bank Plc should continue to 

render different Islamic banking services to the teeming SMEs capable of not only 

promoting but also expanding and sustaining entrepreneurship activities in the Abuja 

metropolis.  

 

Key Words: Islamic Banking, Islamic Banking system, SMEs, Taj Bank Ltd., Abuja. 
 

 



 

TIMBOU-AFRICA ACADEMIC PUBLICATIONS 
MAY, 2022 EDITIONS, INTERNATIONAL JOURNAL OF: 

 

TIJASDR 

AFRICAN SUSTAINABLE DEV. RESEARCH VOL.9 

3 
ISSN: 2067-4112 

of South Africa; Faisol (2017) about Indonesia; and Muneer, Ali, and Ahmad (2017) and 

Malik and Ashraf (2019) in the case of Pakistan. Previous empirical studies on the Islamic 

SME financing-growth nexus, except for Malik and Ashraf (2019), focused on sales 

growth, profit growth, and market share growth as outcome variables. In addition, 

Hamzah and Gazali (2015) highlight that studies linking Islamic financing and MSME 

performance are largely theoretical, whereas there is little empirical work in this context; 

they, therefore, urge focus on the literature in this direction.   

More so, numerous variables affecting the success of SMEs have been established 

through a thorough analysis of the literature (Shamsudeen, Keat, & Hassan, 2016). 

Although these elements have given valuable information on the predictors of SMEs' 

success, only a few studies have considered the possibility that Islamic financing could 

drive SMEs' competitiveness, especially in Nigeria (Adelekan, 2021; Sonita, Miswardi & 

Nasfi, 2021; Shah, Sukmana & Fianto, 2021; Bazza & Daneji, 2014).  Therefore, the kernel of 

this study is to investigate whether Islamic banking/finance plays a significant role in 

promoting SMEs in the Nigerian context with a reference to Taj Bank Ltd. 

 

Research Questions 

In line with the problem, the following questions were raised: 

i. To what extent does the no-cost loan granted by TAJ Bank Ltd plays a significant 
role in promoting SMEs in Nigeria? 

ii. To what extent does the overdraft finance offered by TAJ Bank Ltd plays a 
significant role in promoting SMEs in Nigeria? 

iii. To what extent does hire purchase finance rendered by TAJ Bank Ltd play a 
significant role in promoting SMEs in Nigeria? 

 

Objectives of the Study 

The main objective of this study is to examine the role of the Islamic Banking system in 

promoting SMEs in Nigeria with specific reference to Taj Bank Ltd. Other specific 

objectives were: 

i. To determine whether the no-cost loan granted by Taj Bank Ltd plays a 
significant role in promoting SMEs in Nigeria 

ii. To examine whether the overdraft finance offered by Taj Bank Ltd plays a 
significant role in promoting SMEs in Nigeria 

iii. To evaluate whether hire purchase finance rendered by Taj Bank Ltd plays a 
significant role in promoting SMEs in Nigeria 

 

Research Hypotheses 

In line with the objectives, the following null hypotheses were formulated for the study: 

H01:  No cost loan granted by Taj Bank Ltd plays no significant role in promoting SMEs 

in Nigeria 

H02: Overdraft finance offered by Taj Bank Ltd plays no significant role in promoting 

SMEs in Nigeria 
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H03: Hire purchase finance rendered by Taj Bank Ltd plays no significant role in 

promoting SMEs in Nigeria 

 

Literature Review 

Islamic Banking 

Islamic banking is a system of banking based on the ethos and value system of Islam, 

which targets the achievement of goals and objectives of an Islamic economy, free from 

interest-based transactions, speculative activities or excessive risk-taking, gambling or 

games of chance, and engaging in unethical investment (Sabiu & Abduh, 2021). Islamic 

scholars have developed standards that serve as the main building blocks which govern 

the Islamic theory of economics and finance, emphasizing the banning of interest as the 

most important attribute of the theory, defined as any predetermined rate of return on 

loans or debts (Ayub, 2007).  

More so, Islamic banking is a financial system whose key aim is to fulfill the teachings of 

the Holy Quran (Elghattis, 2011). Islamic law reflects the commands of God and regulates 

all the aspects of a Muslim’s life; therefore, Islamic finance is directly involved with 

spiritual values and social justice. The basic intention behind establishing Islamic banks 

was the desire of Muslims to re-organize their financial activities to complement the 

principles of sharia and enable them to conduct their financial transactions without riba 

(Zaher & Hassan, 2001). Islamic banking is expected to offer financial products and 

services that are compatible with Islamic law, and hence encourage Muslim individuals 

and firms with religious concerns to have access to finance and move from the informal 

to the formal financial system (Abedifar, Hasan & Tarazi, 2014). Ultimately, Muslims prefer 

subscribing to financial services that adhere to the Islamic religious injunctions stated in 

the Quran, among which is the primary prohibition of interest payments. 

Islamic banks transform the nature of this relationship emphasizing partnerships through 

cooperation and participation. In the case of loss, this is absorbed by the depositors 

according to their respective investment funds. In the case of profit, the returns for both 

fund owners and the bank itself are a function of realized net profit at the end of the 

financial period. This sharing mechanism differs considerably from conventional practices; 

the approach to financial intermediation facilitates the use of a profit and risk-sharing 

strategy in financing real economic sector activities (Kahf, 1999). This enables small 

entrepreneurs to have collateral-free access to finance, leading to overall societal welfare 

by ameliorating income distribution. 

 

Primary Characteristics of Islamic Banking 

Aburime (2014) specified the primary characteristics of Islamic Banking as follows: 

Prohibition of Interest: The most essential feature of Islamic banking is that it is interest-

free.  Islamic banks neither charge nor pay interest. Islam prohibits Muslims from taking 

or giving interest (riba) regardless of the purpose for which such loans are made and 

regardless of the rates at which interest is charged. The prohibition of riba is because 
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interest deprives wealth of God’s blessings, while placing interest in juxtaposition with 

the wrongful appropriation of property belonging to others, while enjoins Muslims to stay 

clear of interest for the sake of their welfare, and there is a clear distinction between 

interest and trade, urging Muslims to take only the principal sum and to forgo even this 

sum if the borrower is unable to repay.  

Low Consumer Lending: Since Islamic banks do not charge interest rates, consumer loans 

are therefore unattractive since there is no profit to be derived in the form of interests on 

the loans.  

Hence, Islamic banks deliberately avoid consumer lending, while recognizing the need for 

such interest-free loans / benevolent loans (Qard Hasan), especially for meeting basic 

needs, they seem to think it is the duty of the community and the State through its 

treasury (baitul mal) to cater for these basic needs.   

Profit and Loss Sharing: A basic principle of Islamic banking is the sharing of profit and 

loss.   

Profit is lawful in Islam. The Islamic bank’s primary objective is to earn profits.  However, 

profit and loss sharing (mudaraba or mudharabah) by Islamic banking are emphasized 

differently.  

 High Real Sector Investing: In the main investment activities of Islamic banks have been 

favorably skewed towards the real sectors of the various economies in which they 

operate.   Their investment activities usually border on equity financing, trade financing, 

and real estate investments. In practice, Islamic banks have been concentrating on short-

term trade finance which is the least risky.  

Islamic Bank Accounts: Islamic banks operate the three conventional categories of 

deposit accounts, viz: current accounts, savings accounts, and investment accounts. 

However, the operational modes for these accounts vary somewhat from those of 

conventional banks. This is because that deposits in Islamic banks are treated as shares 

and accordingly their nominal values are not guaranteed. In the same vein, both 

shareholders and depositors are residual claimants to Islamic banks’ profits.  

Islamic Modes of Financing SMEs 

There are various modes of Islamic financing that are available for any SMEs. The most 

effective of these are (Bazza, Maiwada & Daneji; 2014);  

A. Investment Financing: 

i. Mudarabah (passive partnership): This is a mode of financing where a bank agreed to 

finance a business proposal of a skilled entrepreneur but does not have capital after which 

the profit resulting will be shared according to the agreed ratio. If loss results the financier 

or the bank will take it and the entrepreneur will lose his managerial efforts.  

ii. Musharakah (active partnership): In Musharakah both the entrepreneur and the bank 

contribute to the finance needed in equal or varying degrees at the same time participate 

in the running of the enterprises after which the profit or loss realized will be shared 

according to the prior agreed ratio. 
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iii. Estimated Rate of Return: Under this mode of financing, the bank after estimating 

roughly expected return agrees to finance a business proposal brought by its client 

(entrepreneur) with the belief that the expected return will be paid to the bank even 

though it is negotiable.  

B.  Trade Financing 

i. Murabaha (mark up): Entrepreneurs may lack the finance to acquire assets for use in 

their business. Murabaha is an agreement between the bank and entrepreneur where the 

bank will purchase the asset(s) as specified and sell it to the entrepreneur at an agreed 

profit margin. The entrepreneur may pay on the spot, installmentally, or in a lump sum at 

a future date.  

ii. Ijara (Leasing): Sometimes entrepreneurs may want to use asset(s) not necessarily to 

own it. Ijara is a contract where a bank while retaining ownership responsibilities and 

liabilities undertake to procure the needed asset(s) and allows the entrepreneur to 

continue using the asset while (entrepreneur) shouldering the rights and liabilities 

relating to use. Periodic payment will be made by the entrepreneur to the bank as per the 

agreement.  

iii. Hire purchase: This is an arrangement where a bank purchases an asset base on the 

client‘s specifications and hires the asset to the client. The price of the asset will be spread 

over a period so that the client will be paying instalmenmtally. The client becomes the 

owner of the asset after making the final payment.   

iv. Sell-and-buy-back: This is an agreement whereby an entrepreneur sells his asset to a 

bank on the condition that later the bank will sell the asset back to the entrepreneur at 

an agreed price.  

v. Letters of credit: This is a guarantee given by an Islamic bank. The Islamic bank may 

agree to pay for goods ordered by its client on the agreement that the profit realized by 

the client after selling the goods will be shared according to the agreed ratio.  

vi. Salam (Forward trade contract): A seller may undertake to supply some goods to the 

buyer at a future date in exchange for an advanced price fully paid at the spot. This is to 

meet the financing need of the farmers before the harvesting period and traders for 

import and export.   

vii. Istisna (partnership in manufacturing): It is a mode of financing where the commodity 

involved is manufactured to the specifications of the purchaser. This is widely used in the 

housing finance sector, where the client seeks finance for the construction of a house.  

C. Lending 

i. Loan with a service charge where the bank lends money without interest, but they cover 

their expenses by levying a service charge.  

ii. No cost loan where each bank is expected to set aside a part of their funds to grant no-

cost loans to needy persons such as small farmers, entrepreneurs, producers, etc., and 

needy consumers.  

iii. Overdraft also is provided, subject to a certain maximum, free of charge.  
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Empirical Studies 

Adedeji (2021) investigated the impact of Islamic financing on SMEs' competitiveness. A 

survey research design was adopted while the study investigated 400 SME 

owners/managers in the Southern part of Nigeria. The study employed the ordinary least 

square regression in the analysis of data. The result established that Islamic finance is a 

significant driver of SMEs' competitiveness. The results specifically revealed that Islamic 

finance is critical in driving product price, customer experience, and quality of products.  

Sabiu and Abduh  (2021) analyzed the effectiveness of access to Islamic banking financing 

in promoting MSME’s growth in Kano Metropolis, Nigeria. Also, the study focused on the 

impact of the credit lines facilitated by Jaiz Bank Plc in fostering firms’ growth measured 

in terms of employment. A survey based on a quasi-experimental approach was employed 

and the data were collected using a questionnaire distributed to a sample of 385 MSMEs’ 

beneficiaries and non-beneficiaries of Islamic bank financing in Kano Metropolis, Nigeria. 

Using difference-in-difference and propensity score matching techniques to deal with 

selection bias, the study found significant positive effects on MSMEs’ employment 

growth. In addition, the study highlights the important role of Islamic bank financing in 

mitigating the unemployment crisis in Nigeria and recommends that improvement of the 

Islamic banking system by employing PLS financing, especially Musharaka, could foster 

MSMEs’ financial inclusion and job creation. 

Adam (2020) examined the influence of Islamic financing on SMEs performance in Nigeria. 

A cross-sectional research design was adopted using 354 owners/managers of SMEs in 

Kano, Kaduna, and Sokoto State in north-western Nigeria. Regression analysis was used 

for the data analysis. It has been found that Islamic financing (IF) has a positive influence 

on SMEs’ performance. Also, the study provides an additional understanding of the 

importance of Islamic financing in predicting SMEs’ performance. 

In another study in Pakistan, Malik and Ashraf (2019) were the first to link Islamic bank 

financing to firm-level employment generation. Precisely, the study investigated the 

impact of asset formation on employment creation among SMEs that were receiving 

Islamic bank financing in the Punjab province of Pakistan. Using least squares regression, 

they reveal that asset formation has a positive and significant effect on the employment 

generation of SMEs which used Islamic modes of financing, whereas technology, firm age, 

and business size exhibited a negative link with employment generation. Although the 

study established evidence for a positive employment effect, it represents an indirect 

impact of Islamic banking financing.  

In the case of Indonesia, Faisol (2017) also examined the impact of Islamic bank financing 

on SME welfare, with mediating role of SME performance. Using the partial least squares 

method, the finding reveals that Islamic banking financing has a positive and significant 

effect on SME performance and welfare. The study recommends the need for the 

expansion of sources of Islamic financing for SMEs, as this would promote and support 

their growth.  
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Muneer, Ali, and Ahmad (2017) examined the impact of financing on SME growth with the 

moderating effect of Islamic modes of financing in Pakistan. Also using the partial least 

squares method, they found that Islamic finance did not play the role of moderator. 

However, representing Islamic modes of financing as independent variables, the findings 

revealed evidence of the positive effect on firm performance measured by profitability. 

Nurudeen (2015) identified a basic Islamic Financing Strategy that could be adopted for 

reducing and sustaining SMEs risk and failures, and Entrepreneurial development in 

Nigeria. The study revealed that (Riba) interest rate is a major cause of the problem and 

recommends the adoption of an Islamic mode of financing as a tool in reducing the high 

rate of SMEs failures, thereby increasing entrepreneurial development in the economy. 

Hove (2014) attempts to link Islamic banking to SME performance in South Africa, with 

the mediating role of firm completeness and the entrepreneurial motivation of SMEs. 

Using the partial least squares method, the findings show that Islamic banking has a 

significant positive effect on the entrepreneurial motivation and firm competitiveness of 

SMEs, whereas the link between entrepreneurial motivation and SME business 

performance was found to be insignificant. However, their study further reveals that firm 

competitiveness has a positive and significant impact on SMEs’ business performance.  

Alhabashi (2015) examines how Islamic finance in Kuwait can assist SMEs. The research 

takes a qualitative approach, which is expressed in the form of a case study. The study 

employs two comparative situations, each of which is focused on the structure of Kuwaiti 

financing organizations and the interactions of SME owners with these organizations. 

Twenty semi-structured face-to-face surveys were performed with representatives of 

three different groups: SME owner-managers, credit institutions executives, and Islamic 

law board members, to learn about their perspectives on the role of Islamic finance in 

SMEs operations. The main findings show that access to finance continues to be a 

significant hurdle for SMEs in Kuwait. It also demonstrated that combining zakat, charity, 

waqf, and qard would benefit Kuwait's SME market.  

 

Theoretical Framework 

The theories that would be discussed are the Pecking Order theory and Growth theory. 

 

Pecking Order Theory 

Myers postulated the pecking order theory in 1984 with the opinion that the financial 

needs of Small and medium businesses are met in order of hierarchy. Small businesses 

obtain the first set of funds internally and as their financial needs increase, they obtain 

more funds using debt capital. Subsequent increases in financial needs lead to sourcing 

for funds through external equity. Therefore, the theory stated that businesses usually 

prefer to obtain funds internally and where they are not available, the business would first 

consider debt financing before going for equity financing as an external financing source. 

Holmes discovered that small businesses follow the pecking order mainly because it is not 

easy for them to obtain funds externally. Meanwhile, since the introduction of Islamic 
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banking has served as an alternative external source of finance which is being pecked over 

the conventional banking and conform to their religious belief. Thus, SMEs seek external 

funding from Islamic banks which charge no interest and give room for partnership 

business.  

 

Growth Theory 

This theory believes that the activities of the Islamic banks in form of loan provision, 

saving mobilization, and investment services at no cost and interest serve as not only a 

useful tool for promoting the business activities of SMEs but also for increasing the 

productive capacity of the SMEs in the different areas. The theory argued that areas with 

better-developed formal Islamic banks tend to grow faster. Thus, efficient allocation of 

savings through identification and funding of entrepreneurs with the best chances of 

successfully implementing innovative products and production processes are tools to 

achieve this objective. In addition, the development of formal Islamic banks and efficient 

financial intermediation contributes to the economic growth of such areas by channeling 

savings to high productive activities and reduction of risks that may endanger their 

productive capacity. This supported the role of Islamic banks in providing loans, 

overdrafts, hire purchases, and other investment services and encouraging saving for the 

growth of SMEs in the rural and urban areas and the economy at large.  

 

SMEs Growth 

Business growth is undeniably open to different dimensions and interpretations in the 

business arena. These diverse dimensions of the concept of business growth comprise 

employee numbers, profitability, and sales (Muzenda, 2014). Also, business growth 

measurement is the assessment of the extent to which businesses could be managed and 

what they offer to their customers and interested parties (Mwihaki, 2015). In this sense, 

the SMEs growth can be in form of the basis of the firm’s market value, liquidity, 

investments, and profits. Also, growth can be measured by how SMEs satisfy their 

customers through the provision and delivery of products or services on a timely basis. 

 

Methodology 

The study adopted a survey design both ex-post facto and descriptive research design. 
Also, a population of 120 SMEs owners or managers that have patronized the Islamic 
banking services of Taj Bank Ltd in Abuja metropolis are considered, while the census 
population technique was adopted where the population of 120 SMEs owners or 
managers serves as a sample size. Data Questionnaire was used as an instrument of data 
collection, regression was adopted as the technique of data analysis while SPSS 22.0 was 
used to process the data. 
 

Result and Discussion 

The result obtained from regression results for testing the formulated hypotheses was 

presented. Table 1: Summary of Regression Result 
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Variables Co-efficient t-value p-value 

Constant 3.601 5.242 .000 

LOAN .380 2.696 .010 

HP .507 4.146 .000 

OVD .283 2.252 .029 

Source: SPSS 20.  

Note that: HP- Hire Purchase; OVD- Overdraft. 

 

From table 1, there exists a positive relationship and significant role of Islamic Banking 

System loan in promoting SMEs in Nigeria. It is statistically significant at a 5% level of 

significance. The result shows the beta values of 0.380 with a p-value of 0.010 

respectively. This implies that a unit change in the Islamic banking system loan will play a 

significant role in promoting SMEs to the level of 38%. Also, the p-value is 0.010 is less than 

the 0.05 level of significance. This gave a precise reason to reject the null hypothesis 

because the p-value (0.010) is less than the significance value of 0.05. Thus, the null 

hypothesis which states that ‘No cost loan granted by Taj Bank plays no significant role in 

promoting SMEs in Nigeria’ was rejected.  

Also, in testing the second hypothesis, there exists a positive relationship and significant 

role of Islamic Banking System overdraft in promoting SMEs in Nigeria. It is statistically 

significant at a 5% level of significance. The result shows the beta values of 0.238 with a p-

value of 0.029 respectively. This implies that a unit change in the Islamic banking system 

overdraft will play a significant role in promoting SMEs to the level of 23.8%. Also, the p-

value which is 0.029 is less than the 0.05 level of significance. This gave a precise reason 

to reject the null hypothesis because the p-value (0.029) is less than the significance value 

of 0.05. Thus, the null hypothesis which states that ‘Overdraft finance offered by Taj Bank 

plays no significant role in promoting SMEs in Nigeria.  

In testing the third hypothesis, the result shows that there was a positive relationship and 

significant role of the Islamic Banking System of hire purchase in promoting SMEs in 

Nigeria. It is statistically significant at a 5% level of significance. The result shows the beta 

values of 0.507 with a p-value of 0.000 respectively. This implies that a unit change in the 

Islamic banking system hire purchase will play a significant role in promoting SMEs to the 

level of 50.7%. Also, the p-value which is 0.000 is less than the 0.05 level of significance. 

This gave a precise reason to reject the null hypothesis because the p-value (0.000) is less 

than the significance value of 0.05. Thus, the null hypothesis which states that ‘Hire 

purchase finance offered by Taj Bank plays no significant role in promoting SMEs in 

Nigeria. 

 

Table 2: Model summary of the Study 

Model R2  F Sig 

 0.414 7.955 0.000 

Source: SPSS 20.  
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Table  2 explains the co-efficient of determinations (R2) and has a value of 0.414 (41.4%), 

which indicated that the Islamic banking system services rendered by Taj Bank such as 

loans, overdrafts, and hire purchases explain up to 41.4% of the variation in SMEs growth 

in Abuja metropolis while remaining 58.6% can be attributed to other Islamic banking 

system services rendered by Taj Bank that are beyond the scope of this study.  

In addition, the summary of the model shows that the model is fit and all explanatory 

variables have been carefully selected as this is confirmed by F-statistics of 7.955 which is 

significant at 0.000 as shown in table 4.27.  

 

Conclusion and Recommendations 

Small and Medium Scale Enterprises have roles to play in the growth and development of 

an economy. In Nigeria, SMEs are not playing the expected roles. Finance is one of the 

major problems facing SMEs in Nigeria. The government in various instances tried to 

provide for the financial needs of the SMEs but up to present the financing problem 

remains a threat to the survival of SMEs in the country. On their part, financial institutions 

provide costly finance services mostly a time for a short-term duration after putting 

stringent conditions. The Islamic modes of financing are suitable, viable, feasible, 

effective, and efficient. In Nigeria, the Islamic mode of financing is a new development 

that if patronized will go a long way in solving the financing problems of SMEs in the 

country. 

From the analyses made on the data collected, it can be concluded that the Islamic mode 

of finance of loan, overdraft, and hire purchase provided by Taj Bank Ltd played a 

significant role in promoting SMEs activities in Abuja metropolis. 

Based on the above findings, the study recommends that Taj Bank Ltd should expand 

the loan and other Islamic financial services to be granted to SMEs by considering the 

scale of business and ensuring proper support and partnership to promote 

entrepreneurship activities and accommodate more startup SMEs in Nigeria.    
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