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Abstract: The Nigerian economy is majorly skewed towards the oil sector which accounts for 

about 90 percent of her revenue. The spillover effects of the global crisis of 2008 stimulated 

the need to divest the economy. To support this drive the CBN introduced various 

conventional Intervention funds. Although, these funds were interest based which technically 

is of little or no benefit to the 50 percent of the country‟s population that are Muslims. This 

further necessitate the launch of a Non-Interest form of Intervention funds.  However, the 

purpose of this paper is to examine the opportunities available in the CBN Non Interest 

Intervention funds and as well as the major challenges. To document this study, content 

analysis research method on a secondary data was adopted. The study shows that the scheme 

will boast economic growth, increase financial inclusion, create job opportunities, reduction 

in poverty level, ensures food security, increase foreign exchange earnings and growth of 

small and medium scale enterprises. More so, the key challenges includes too much 

bureaucracy with participating financial institutions, low level of public awareness, 

inadequate Non-Interest bank branches, manpower and collateral issues to mention but a 

few. The study concludes that the schemes would have a significant impact on the overall 

development of Nigeria economy. Furthermore, the study recommends adequate public 

awareness, reduction in the bureaucratic procedures, increase in branch networks and 

recruitment and training of bank staff.   
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Introduction 

The Central Bank or the Reserve Bank is considered as the umpire or regulator of all Deposit 

Money Banks (DMB‘s) in many economies of the world which Nigeria is not an exception. 

However, the Central Bank of Nigeria (CBN)  has its core mandate as enshrined in the CBN 

act of 2007 which is to ensure monetary and price stability, issue legal tender currency, 

maintain external reserve, to safeguard the international value of the legal tender, promote 

sound financial system, act as a banker and economic or financial adviser to the Government. 

Although, to achieve this mandate there exist other auxiliary roles which the CBN can play 

depending on the circumstances of the economy or the policy thrust of the government. This 
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could be in form of a developmental roles or financing which could improve the lives of 

Nigerians and also to create an enabling environment for businesses to thrive which is a 

paradigm shift from the orthodox approach.  

 

Subsequently, this developmental roles or financing has a long history dated as far back as 

1960‘s where programs where launched and implemented. Examples of such programmes are 

commercial bill financing scheme (1962), Bank of Industry (1964), Rural Banking 

programme (1977), Agricultural Credit Guarantee Scheme (1978) to mention but a few. 

Though, some of these programmes are still relevant with some modification to reflect 

modern day reality while others have been expunged. But the modern day Nigeria is now 

surrounded with a lot of challenges which is both internal and externally inclined. Although, 

the global crisis of 2007/08 could be considered as one of those challenges due to its spillover 

effect on the Nigeria economy which the banking sector was not left out. This scenario has 

affected the mandate of the CBN and as such gave them a new sense of direction and strategy 

in order to introduce policies and programmes that could ensure the speedy recovery of the 

economy and also to make it resilience to external shocks. Among such development was to 

widening the landscape of the Nigerian financial system which led to the introduction of 

Non-interest banking and finance products and conventional intervention funds to mention 

but a few. 

 

Among such funds are the N200 billion Commercial Agriculture Credit Scheme (CACS), 

N200 billion Small and Medium Enterprises Restructuring and Refinancing Facility 

(SMERRF), Small and Medium Enterprises Credit Guarantee Scheme (SMECGS), Power 

and Airline Intervention Fund (PAIF), N220 billion Micro Small and Medium Enterprises 

Development Fund (MSMEDF), Nigeria Electricity Market Stabilisation Fund (NEMSF), 

N300 billion Real Sector Support Fund (RSSF), Anchors Borrowers Programme (ABP), N50 

billion Textile Intervention Facility, N500 billion Export Simulation Facility (ESF) and 

Youth Empowerment Development programme. More so, additional funds were created so as 

to cushion the effect of COVID-19 on house hold and businesses but all these facilities were 

structured to have a single-digit interest rate which is lower when compared to the DMB‘s 

interest rate on lending. Though, these DMBs are to serve as a special purpose vehicles 

(SPVs) in facilitating the disbursement of funds to beneficiaries. 

 

Despite these funds created it has technically phase out the Non-Interest banks from 

participating and also over 100 million Muslims have been denied access to credit as it is 

only favourable to the conventional banks and non—Muslims. This scenario has created a 

lopsided business environment and couple with the yearnings of the Muslims, the CBN 

introduced the Non-Interest Intervention schemes so as to address this anomaly. It is based on 

this that this study is intended to examine the Non Interest Intervention scheme with 

reference to its opportunities and challenges. However, this paper is structured into five (5) 

sections. Section one covers the introduction. Section two comprises of the literature review, 

Section three encapsulates the methodology, and Section four captures the results and 

discussions while section five covers the conclusion and recommendations. 

 

Literature Review 

 

Conceptual Review 

Intervention Fund: According to Maxwell (2001) is a scheme initiative to support the less 

developed economy of the world by granting them low interest loan to support them in 

engaging in business venture. More so, Wisdom, (2016) sees intervention funds as several 
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efforts made by the government (monetary authorities) in diverse ways in order to encourage 

the growth, survival and full participation of a businesses in an economy.  In the context of 

the study, intervention funds refers to funds set aside by the federal government through its 

monetary authorities in order to finance critical sectors of the economy at a low cost in other 

to create jobs, diversify the economy and to promote inclusive growth.  

 

Non Interest Intervention Funds:  This refers to as schemes/programmes or funds set aside 

by the monetary authorities to finance households, businesses and other critical sectors of the 

economy in accordance with the dictates of Islamic jurisprudence or Shariah so as to achieve 

certain macro-economic objectives. However, the CBN released the guidelines for the Non-

interest variant of the intervention funds in July, 2020. There are eleven (11) guidelines 

released namely:- 

i.  Non Interest Guidelines for the Accelerated Development Schemes (ADS) 

ii. Non Interest Guidelines for Intervention in the Textile Sector. 

iii. Guidelines for the operations of Agric-business, Small & Medium Enterprises 

Investment Schemes (AGSMEIS) for Non Interest Financial Institutions (NIFI‘s) 

iv. Non Interest Guidelines for Micro, Small & Medium Enterprises 

v. Micro, Small & Medium Enterprises Development funds for Non Interest Financial 

Institutions 

vi. Non Interest Guidelines for Non-Export Simulation Facility 

vii. Non Interest Guidelines for Anchors Borrowers Programme. 

viii. Non Interest Guidelines for Real Sector Support Facility (RSSF)- Revised Guidelines 

ix. Non Interest Guidelines for the Operations of the Credit Support for the Health Care 

Sector. 

x. Modalities for the Implementation of Creative Industry Financing Initiatives. 

xi. Non Interest Guidelines for the Implementation of the N50 billion Target Credit 

Facility (Central Bank of Nigeria, 2020a) 

 

Non Interest Guidelines for the Accelerated Development Schemes (ADS):  This scheme 

is specifically for youths between the ages of 18-35years. It is targeted towards agricultural 

production especially in commodities which each state has comparative advantage. Average 

financing is N250,000 (Arable crops), N500,000 (Livestock) and N1.5 million (Plantation 

Crops). 

 

Non Interest Guidelines for Intervention in the Textile Sector: This fund is aimed at 

revamping the textile industry and its entire value chain. This finance covers working capital 

(0-3yrs), acquisition of plant and machinery (Obligor limit of N2billion) and refinancing of 

existing projects (Obligor limit of N1billion). The fund has a global limit of N50 billion with 

a maximum tenor is 10years. 

 

Guidelines for the operations of Agric-business, Small & Medium Enterprises 

Investment Schemes (AGSMEIS): This Scheme is a product of Bankers Committee which 

is targeted at agri-businesses and SME‘s. This funds emanated from the contribution of NIB 

out of their profit after tax which is taxed of about 5%. The financing is decomposed into 

three namely debt which is 50% of the funds has obligor limit of N10Million for 7 years 

while equity which is 45% of the funds has obligor limit of N2billion for 10 years and the 

remaining 5% is for developmental purpose especially capacity building and other related 

cost.  
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Micro, Small & Medium Enterprises Development Funds: It has a global limit of about 

N220 billion. It‘s a 50:50 ratio for on financing to MSME by participating financial 

institutions (PFI‘s). The funds is applied in two component-commercial which about 60% is 

for women and development. Its financing is as thus; Micro business (obligor limit of 

N500,000 for a year), SME (obligor limit of N5Million) and N50Million for Non Interest 

Microfinance Banks and NIFIs with a duration of 1-5 years. 

 

Non Interest Guidelines for Non-Export Simulation Facility: Global limit for this fund is 

N50 billion and it is targeted to boast the Non-Oil export sector. It has an obligor limit of 

N5billion which must not exceed 70% of its cost. It has a maximum tenor of 10 years. 

 

Non Interest Guidelines for Anchors Borrowers Programme:  This scheme is targeted at 

small household farmers (SHF) where by farm inputs in cash and kind are availed to them to 

boast their production. Their production should be goods which their state has a comparative 

advantage. Under this arrangement SHF are group in 5-20 persons and has a tenor of not 

more than 60 months. 

 

Non Interest Guidelines for Real Sector Support Facility (RSSF): The RSSF is aimed at 

financing the private critical sectors in the economy. It covers manufacturing, SME‘s, Agric 

value chain, services, new and expansion projects etc. However, for working capital 

financing it has a tenor of one year while core financing it has a maximum tenor of 10years. 

More so, under same scheme it can be financed via DMBs cash Reserved Ratio (CRR) 

whereby DMBs financing either new or existing projects in the real sector may request for 

the release of funds from their CRR. Under this arrangement, it has an obligor limit of N10 

billion with a duration of 7years. 

 

Non Interest Guidelines for the Operations of the Credit Support for the Health Care 

Sector:  This scheme is aimed at boosting the health care sector in the country and its entire 

value chain. Funding is to emanate from RSSF. Working capital financing under this 

arrangement is a year with an obligor limit of N500 million whereas term financing is for 10 

years with an obligor limit of N2 billion. 

 

Modalities for the Implementation of Creative Industry Financing Initiatives: Global 

obligor limit for this funds is N22.9 billion. This funds is meant to provide low cost funds to 

entrepreneurs and investors in Nigeria creative and information technology (IT) subsector. It 

covers fashion, IT, movie and music. 

 

Non Interest Guidelines for the Implementation of the N50 billion Target Credit 

Facility: This fund is meant to support household and business enterprises affected by 

COVID-19. It‘s been financed from the MSME development funds. It has a tenor of not more 

than 3years. Additionally, these intervention funds are disbursed or routed through the CBN 

approved products of the Non-interest financial Institution‘s participating in the scheme.  

 

Non-Interest Financial Institutions(NIFI): According to CBN (2011) sees NIFI means a 

bank or Other Financial Institution (OFI) under the purview of the Central Bank of Nigeria 

(CBN), which transacts banking business, engages in trading, investment and commercial 

activities as well as the provision of financial products and services in accordance with any 

established non-interest banking principles. The NIFI that operates in accordance with the 

shariah has the following principles namely: - Prohibition of riba (interest), prohibition of 

maysir (Gambling), gharar (Speculation and uncertainty), prohibits investment in haram 
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(prohibited) investment/products, based on Profit and Loss framework and Sanctity of 

Contracts. However, the NIFI has the following financing products in which the intervention 

funds are structured namely Murabahah (Sales contract), Musharakah (Partnership), 

Mudarabah (Trust Partnership), Ijarah (Lease), Istisna (Contract of manufacture), Bai Salam 

(Deferred sale usually in agriculture) to mentioned but a few. 

 

Theoretical Framework 

This study adopted the Keynesian Model. This model was postulated by John M. Keynes in 

his paper titled: The General theory of employment, Interest and Money which he advocated 

for Government intervention in an economy due to the market failure. By government 

intervention, it will boast the aggregate demand which could revamp the economy from either 

recession or depression. That government should increase spending i.e., more investment 

rather than savings and reduces taxes as this could create jobs and boast the consumer 

purchasing power. Consequently, this view is a product of the intervention funds created by 

government so as to support the private sector which could invariably lead to the achievement 

of the macro-economic objectives. 

 

Empirical Literature 

Aliyu (2013) examined the impact of government interventions on small scale enterprises in 

Adamawa state with reference to Mubi North Local Government Area (LGA). Survey 

research design was adopted and primary data was obtained through the use interviews 

methods and questionnaire administered to the respondents. Simple percentages and Non-

parametric technique specifically the Chi-square techniques were used in the analysis. The 

study concluded that the intervention fund of the Central Bank of Nigeria (CBN) has 

positively resulted to growth of small scale enterprise in the study area. In a related study by 

Vivian and Martin (2011) which they examined the role of government in promoting small 

scale businesses in Kabba/Bunu LGA Kogi State. Structured questionnaire were distributed 

among forty (40) small scale business owners who were selected randomly. Regression 

analysis and analysis of variance (ANOVA) method were used to analyze the data. The study 

concluded that there exist a positive correlation between government role and small scale 

business.  

 

Onwukwe and Ifeanacho (2011) evaluated the impact of government intervention on SME 

growth in Imo State. Survey method and stratified random sampling was utilized. Primary 

data through the use of Questionnaires and interview was administered to a sample size of 

450 respondents.  The study concluded that there is a positive significant relationship 

between government intervention and growth of small and medium scale enterprises (SMEs) 

in Imo State. Similarly, Saheed, Alexander, Isa, and Adeneye (2018) assessed the Anchor 

Borrower Programme on agricultural commodity price and employment generation in 

Argungu LGA Kebbi State. Primary data were collected through the use of interview and 

structured questionnaire administered to 400 farmers. Inferential statistics such as multiple 

regression analysis was used to analyze the data obtained. The study concluded that Anchor 

Borrower Programmes have a positive and it‘s statistically significant towards having impact 

on agricultural commodity price and employment generation in the local government area. 

 

More so, Friday, Ogbechie, Kelikume and Ikpesu (2016) assessed the impact of the credit 

supply, and various commercial bank loan schemes on agricultural sector production in 

Nigeria. Secondary data was used in which vector autoregressive (VAR) approach was 

utilized in the data analysis. The study concluded that commercial loans to agricultural sector 

has a positive relationship to agricultural production whereas Agricultural Credit Guaranty 
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Scheme Fund have negative impact agricultural sector production. Adamgbe, Belonwu, Oche 

and Okafor (2020) examined the impact of Central Bank of Nigeria agricultural funds on the 

economy. The study adopted a dynamic, two-sector general equilibrium model. The study 

shows that the CBN intervention has contribute positively to GDP, lead to a decline in 

subsidy, boast revenue, increase export and reduce import of agricultural products and also 

the incomes of farm owners. 

 

Dori (2016) examines the effects of CBN‘s development finance on the economic growth and 

development of the Nigerian economy with the Credit Schemes as a case study. The study 

concluded that the CBN schemes has resulted to an increase in the volume of credit which 

invariably lead to increase in the level of productivity, job creation, agricultural output, 

domestic trade, rural development, exports, foreign earnings and import substitution and 

consequently, improved the country‘s level of economic growth and development. 

Additionally, Abu and Rohana (2016) investigated the impact of Commercial Agricultural 

Credit Scheme (CACS) on poverty alleviation in Niger State. Content analysis approach was 

utilized. The study concluded that there is an increase in the lending capacity of CACS 

without a corresponding increase in poverty alleviation which in other words has led to a 

decline in poverty in the state.  

 

Likewise, Bodiseowei, and Tombofa (2016) assessed the effect of agricultural financing on 

agricultural output and macroeconomic output in the Nigerian economy which the study 

concluded that agricultural credit has a positive relationship between agricultural output and 

real GDP growth under the period reviewed. Abili (2018) examined development Finance 

Interventions of the Central Bank of Nigeria in Agriculture which it revealed that it has 

resulted to a reduction in the level of unemployment, increased food and national security as 

well as fast-track industrialization which would lead to the overall economic development of 

a country.  Furthermore, Zwingina, Ahmed and Opusunju (2018) assess the impact of 

Intervention Fund on the Growth of Small and Medium Scale Enterprise in Abuja. Survey 

research design and primary data was used which was obtained through the administration of 

questionnaire to 393 respondents across the 6 Area Councils in Abuja. The study adopted 

regression technique. The findings shows that the FG intervention fund has contributed 

significantly to the growth of small and medium scale enterprise in the area of   increase in 

the output and employment generation in Abuja.  

 

Coker, Akogun, Adebayo and Mohammed (2018) assessed the implementation modalities of 

the anchor borrowers‘ programme in Nigeria. Content analyses and the strengths, 

weaknesses, opportunities and threats (SWOT) strategic planning tool was adopted. The 

study concluded that aspects of ABP execution plans are still blurred due to limited 

awareness roles of stakeholders are coinciding, poor updated database,  lack of credible 

monitoring and evaluation structure, while cases of elite hijacking the programme is  

predominant.  However, these reviewed works have tend to focused on the conventional 

intervention schemes which is interest based, while some are specific to a particular scheme 

like anchors borrowers program and CACs to mention but a few, little or no studies have 

tried to examined the Non-interest intervention schemes which is anchored based on Islamic 

jurisprudences. It is against this vacuum that the study was carried out. 

 

Research Methodology 

This study adopted a desk research method specifically the content analysis techniques. The 

information or data was obtained from secondary sources available on the theme which were 

mostly from Central bank of Nigeria (CBN) manuals/Guidelines, National Bureau of 
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Statistics Publications, Journals and relevant text books to mention but a few. More so, the 

study is limited to NIFI that operates in accordance with the Islamic jurisprudences. 

Additionally, the study employed a comparative analysis and deductive approaches or 

technique to systematically analyze the information obtained and drawing a conclusion.  

 

Result and Discussions 

 

Differences between the Non Interest and the Conventional Intervention funds 

Under the CBN Non- Interest Banking Model, it is structured into two (2) namely; Non-

interest according to Islamic Jurisprudence and Non-Interest according to other laws. This 

study will lay emphasis on Non-Interest according to Islamic jurisprudence to differentiate 

between both types of fund. Though, these differences mentioned in this study are not 

exhaustive.   

 

Guiding Law: The Non- interest Intervention scheme is based on the guiding principle of 

divine law or the Islamic law which is referred to as the Shariah. The Shariah which 

emanated primarily from the Quran and the sunnah. Although, there are other secondary 

sources such as Ijma (consensus), Qiyas (Analogical deduction) to mention but a few. 

Whereas the conventional intervention funds is been guided or operated based on the secular 

law which is man-made in nature and such there is no divinity attached to it. 

 

Pricing: The Non-interest intervention funds is not priced based on interest rate as interest is 

highly prohibited by the Shariah but rather it is based on the profit and loss structure which 

for example could be based on cost plus mark-up pricing, rentals  whereas the conventional 

intervention funds is been priced based on the interest rate basis. 

 

Investment Options: Investment or financing options available for Non-interest intervention 

scheme is restricted because it only finances products or services that are halal (permissible) 

which is Shariah compliance. Investment in intoxicants, pornography, arms to mention but a 

few are not allowed whereas the conventional intervention fund invest or finance  products or 

services that are   both harm (prohibited) or halal (Permissible) in nature as there is no 

restrictions. 

 

Default Charge: Under both scheme there exist a default charge in situation where the 

customer fails to meet the terms and condition of the facility but what differentiate it is that 

under the Non-interest intervention funds, the default charge is been given as charity by the 

Non-Interest Participating Financial Institutions (PFIs) which cannot been recognized as part 

of their incomes  where as in the conventional intervention funds the charge belongs to the 

PFIs which is been recognized as part of the conventional PFIs income recorded in their 

books. 

 

Security: Security which is seen as collateral is considered as cogent in the business of 

lending which also has the support of the CBN prudential guidelines. Both scheme recognize 

the provision of security but what differentiates the non-interest intervention funds from that 

of the conventional is that the former only accepts security that is Shariah compliance. For 

instance for Non-interest PFIs acceptable security includes Non-Interest Financial Assets 

such as CBN Safe Custody Account (CSCA), CBN Non-Interest Note (CNIN) and CBN 

Asset-Backed Securities (CBN-ABS) and Sukuk as Bonds are not acceptable since it is 

interest based whereas the conventional intervention funds can accept all securities. 
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Nature of Transactions: Under the Non interest intervention funds, funds are been disbursed 

through the CBN approved Non interest  specialized products such as Mudaraba, Ijara, 

Murabaha, Bai salam to mentioned but a few which all have their own peculiarities after the 

approval by  PFIs Advisory Committee of experts and their Board of directors whereas the 

conventional intervention scheme is been disbursed via the overdraft, term loan structure etc. 

after approval from only the Board of Directors to CBN for disbursement. 

 

Beneficiaries: Under the Non-interest Intervention funds, the beneficiaries can be both 

Muslims and non-Muslims whereas the conventional intervention scheme is solely meant for 

Non-Muslims alone as Muslims cannot patronize it, due to the interest elements involved. 

 

Risk Management: This is considered as a cogent point which differentiates both schemes. 

But however, under the non-interest intervention scheme, there exist risk and reward sharing 

between the lender and borrower  which is buttressed by a legal maxim ―al ghunm bil 

ghurm,‖ meaning ―there is no return without risk‖ whereas under the conventional 

intervention scheme there is no risk sharing but rather risk transfer to the borrower alone. 

 

Opportunities of the CBN Non Interest Intervention Funds 

There exist several of opportunities from the scheme if properly explored that will have a 

significant impact on the Nigeria economy. Among these are as follows:- 

 

Economic Growth: Economic growth is considered as a very cogent component of the 

macro-economic goals. This has to do with increase in output or in Gross Domestic Product 

(GDP). Therefore, adopting the non-interest intervention funds could go a long way to boast 

the GDP lines (Adamgbe et al, 2020) owing to the fact that it finances the critical sectors of 

the economy which is considered as the propellers of growth. This is further buttressed by the 

fact that there exist a strong nexus between financing and economic growth (Dori, 2016; 

Friday et al, 2016; Abili, 2018). In other words, it will aid sectorial performance in areas of 

Agriculture, Manufacturing, Information Communication Technology (ICT) to mention but a 

few because available statistics have shown that the CBN has intervene in key sectors such as 

manufacturing, electricity and gas, solar power and housing through the Real sector funds 

(N216.87 billion disbursed, 87projects in which 53 was from manufacturing, 21 agriculture 

and 13 services), COVID-19 Targeted Credit Facility (N73.69 billion disbursed in which 

120,074 benefited from financial support), AGEMEIS (N54.66 billion disbursed whereby 

14,638 businesses were financed), Pharmaceutical and Health Care Support fund (N44.47 

billion disbursed, 41 projects which 16  and 25 were from pharmaceutical and health services 

respectively) and Creative Industry financing Initiative (N2.93 billion, 250 SMEs benefited.) 

[CBN, 2020b].Therefore, this will invariably on the aggregate turnaround or boast economic 

growth of the Nigerian economy through its multiplier effect despite the decline on year on 

year (YoY) basis of GDP from 1.87% in Q1 2020 when compared to 2.55% previous period 

(Nigeria Bureau of Statistics, 2020b). 

 

Food Security: Food security is an important agenda of any government because food 

insecurity spells doom to any society. However, considering the geometrical rate at which 

Nigeria population is growing which is over 200 million (World Bank, 2019), it requires 

adequate food to take care of its population. This scenario necessitate the need to change the 

Nigeria economic structure by diversifying with focus on financing the real sector especially 

in the area of agriculture. Therefore, with the adoption of the Non-interest intervention 

scheme, it will complement the shortcomings of the existing conventional scheme by 

including the majority of Muslims/businesses with their potentials especially within the 
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agricultural value chain which had earlier being technically schemed out mainly due to faith 

or other reasons. Subsequently, this will result to an increase in not just agricultural output 

but output in general which invariably will lead to the achievement of food security and self-

sufficiency (Bodiseowei, and Tombofa, 2016). This move has been demonstrated by the 

conventional anchors borrowers programme (ABP) that focused on rice production which has 

led to about 90% reduction in the country‘s rice import bill (Nigeria Investment Promotion 

Commission, 2018). Therefore, all thing been equal, the Non-interest scheme will not be an 

exemption as it will served to close and surpass the gap. 

 

Employment Creation:  The unemployment rate in the country is an issue that call for urgent 

attention because it is considered as a time bomb awaiting to burst. The National Bureau of 

statistics Report (2020a) revealed that the unemployment rate of the country is about 27.1%. 

However, the public sector is to minimal to accommodate these teeming unemployed youths, 

thus the need for a vibrant private sector. Therefore, with the implementation of the scheme it 

will support the private sector which will further lead to the growth and development of the 

small and medium scale enterprises (SMEs) and industries to mention but a few. Hence, it 

will invariably create wealth, job opportunities for the teeming unemployed and as such this 

will reduce the unemployment rate in the country. If for instance, the conventional 

intervention scheme such as the commercial agricultural credit schemes (CACs) created 

1,132,260 jobs along agricultural value chain, 89,860 direct job via SMERRF, 17,000 direct 

and indirect jobs created through the real sector support facility (RSSF) [Mudashiru, 2016], 

then the Non-interest intervention scheme could also perform at par or surpass its said target 

if all things been equal  

 

Financial Inclusion: Financial inclusion has been one of the top agenda for the CBN to 

achieve because the rate of financially excluded persons (FEPs) in the country is alarming 

because as per the Enhancing Financial Innovation and Access [EFInA] report (2018) depicts 

that over 36.8% of Nigerian adult population are financially excluded out of which mainly 

are from the Northern part of the country which is mostly dominated by Muslims. 

Consequently, with the implementation of this Non Interest Intervention scheme, it will go a 

long way in reducing the number of  FEPs especially from this region owing to the fact that 

they will be motivated to bank with the view that they would have access to finance which is 

line with their faith to boast their business activities. 

 

Growth and Development of SMEs: Small and Medium Enterprises is considered as an 

engine of growth in any society which the Nigerian economy is not an exception. This sector 

constitute a large segment of the Nigerian economy because Statistics have shown that they 

constitute about 96% of the businesses in Nigeria out of which over 17 million are micro 

businesses and has contributed about 75% and 50% to national employments and the 

country‘s industrial output respectively (Small & Medium Enterprises Development Agency 

of Nigeria, 2020) but the major challenge confronting their growth and expansion is 

inadequate finance (Aremu and Adeyemi, 2011; Akingunola, 2011). Therefore, with these 

scheme and its peculiarities it will significantly assist in the entry of new SMEs and 

expansion of existing ones in the country which will invariably be an addition towards 

reducing unemployment, increase wealth creation, sectorial output and thus, lead to economic 

growth as buttressed in the works of Onwukwe and Ifeanacho (2011), Ahmed and Opusunju 

(2018), Aliyu (2013), Zwingina, Ahmed and Opusunju (2018)  to mention but a few. 

 

Reduce Poverty level: Poverty has been a global, regional, national and local issue that have 

attracted both Governmental and Non-Governmental Organization (NGO). In Nigeria, the 
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poverty level has been on the increase. The recent report from National Bureau of Statistics 

(2019) indicated that 40.1 percent which translates to 82.9 million Nigerians are living below 

the poverty line of about $1.25 per day. Consequently, with the Non Interest Intervention 

scheme, it will result to an increase food production, all things been equal as demonstrated by 

its counterparts. For instance in ABP, rice yields increases from 2 – 3 tons/ ha to 5 - 7 tons/ 

ha, wheat yields increases from 1.0 – 1.3 tons/ ha to 2.5 – 3.0 tons/ ha (Abili, 2018). 

Additionally, with multiplier effect more wealth will be created, employment opportunities 

will be available due to influx and expansion of SMEs which by implication it will assist in 

improving the standard of living and invariably lead to a reduction in the country‘s level of 

poverty as demonstrated in the works of Abu and Rohana (2016). 

 

Boast Research and Development: For any nation to achieve the required growth and 

development, the role of research and development cannot be relegated to the background. 

However, by adopting this variant of the intervention scheme, it will support inventors or 

creativity in different sectors like ICT and other relevant sectors because most inventors or 

creative works do have issue of capital to startup with and couple with their poor capacity to 

provide collaterals for the conventional banking loans, they are gradually schemed out. Thus, 

leading to the death of their ideas and projects. More so, the support to research and 

development will invariably create jobs and boast small and big businesses which will further 

lead to growth and development of Nigeria. 

 

Moderate Net Trade: Nigeria as a country is still struggling to either achieve a balance or 

surplus trade position because it has been recording a deficit in its trade which implies that it 

imports more than its exports. Available report revealed that Nigeria has a deficit trade of 

USD497.5 million in Q12020 as compared with surplus of USD644.7million in the previous 

month (CEIC, 2020). Therefore, with the full implementation of the Non-interest intervention 

scheme, all things been equal, it will boast national output leading to food sufficiency. It will 

further complement the existing intervention scheme which has assisted in reducing some of 

country‘s import commodities (Adamgbe et al, 2020). For instance, in 2017, the import bills 

for rice, wheat and fish declines as thus; 67%, 33% and 83% (Abili, 2018). Consequently, if 

the synergy between both schemes persist in the long run, it will end up moderating the 

country‘s trade position because there will be more export and less import from trading 

partners. 

 

Boast Infrastructural Development: Nigeria infrastructure is not in good shape as there is a 

huge gap which requires about $14 billion annually (Karls, 2015) to bridge. This condition 

became worsen due to her growing population as the existing infrastructure is been 

overstretched especially the health facilities, power, ICTs to mention but a few. Therefore, 

the adoption of this scheme will highly support the existing conventional scheme which has 

served as a boast to certain key sectors like the power sector. For instance, a total 

1,374megawatts (MW) of electricity have been generated through the Power and Airline 

Intervention Fund (PAIF). These consist 478MW on-grid, 895.8MW off-grid (captive and 

Independent Power Plants) and 2.4MW from renewable energy (Mudashiru, 2016; Abili, 

2018). Consequently, with the bouquets of Non-interest intervention schemes available for 

the real sector, it will gradually assist in bridging the country‘s infrastructural gap. 

Increase in Foreign Exchange earnings: Agriculture has been Nigeria‘s major source of 

foreign earnings up till 50s and the sector was abandon due to the discovery of oil. Having 

faced with the challenges of oil fluctuation in a lopsided mono-economy necessitate the need 

to revert to agriculture which the country have enough comparative advantage in order to 

cushion the effect of oil prices which we don‘t have control over. Therefore, the intervention 
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scheme will assist in bridging the funding gap witness in the agricultural sector and other 

sectors. This will result to an increase in agricultural output (Adamgbe et al, 2020) as well as 

grows the country‘s potentials to export her surplus in other to earn foreign exchange. By 

implication, it will serve as a buffer or support to the single stream of foreign exchange 

earnings from oil sector. 

 

Resuscitate the Industrial Sector: The Nigeria‘s industrial sector is nothing to write home 

about as it is in a bad shape because many industries have been shut down while some are 

operating skeletally. With the full implementation of these schemes by PFIs especially the 

real sector support funds, textile funds to mention but a few it will go a long way to revive the 

ailing sector owing to the fact that there exist a positive relationship between financing and 

industrial sector performance (Akinwumi, Omotayo and Alani,2020). This will invariably be 

a boast to the GDP lines owing to the fact that both direct and indirect jobs will be created, 

increase industrial output, tax revenue and will have a spillover benefits among the value 

chain associated with this sector and other related sector. 

 

Challenges in the application of CBN Non Interest Intervention Funds 

Bureaucracy of PFI’s: The role of the participating financial institution (PFI‘s) to the 

success of this scheme cannot be overemphasized since they serve as a special purpose 

vehicle. However, they could also contribute to the failure due to their bureaucratic 

procedures because despite the fact the CBN has issued guidelines to comply with, PFI‘s has 

to domesticate these guidelines to fit into their credit policy especially their risk acceptance 

criteria before implementing. Once, it is done, the approval for the disbursement of such 

funds follows the bank internal credit processes which in most cases are sometimes delayed 

which could be as a result of the banks internal approval processes, human factor and system 

issues to mention but a few. This could affect the speedy approval and as well as turnaround 

time for disbursement of such funds. 

 

Public Awareness: Awareness has been one of the challenges facing Non-Interest Banking 

and finance in Nigeria, thus the Non-Interest Intervention funds is not an exception as pointed 

out by Coker et al (2018). This poor awareness has created a lot of misconception, 

misrepresentation of this model of financing especially from the non-Muslim and few 

Muslim alike. More so, this has further degenerate because majority of prospective 

beneficiaries viewed the scheme as if physical money (cash) will to be disbursed to them just 

as in the case of the conventional scheme. This implies that they do not understand the modus 

operandi of the Non-interest financing.  

 

Branch Network: Non-interest banking and finance is still at its infant stage  as most full 

fledge NIB have limited coverage across the country while some still have the regional 

operational licenses. It‘s only the conventional NIB that has advantage of its spread of its 

conventional arm. This inadequate branch network could serve as a challenge to the scheme 

as majority of the beneficiaries will not have access to the funds where PFIs do not have 

branches while some will faced with stress of documentations of establishing new banking 

relationship during the course of changing their banks to conventional NIB so as to enable 

them have access to the scheme. 

 

Manpower Issues: Manpower is considered as an issue in NIB because the available 

qualified manpower are still not enough to take care of the growing adult population in the 

country as noted in the words of Adegbite (2011) that ―there is a problem of shortage of 

professionally qualified personnel to operate interest free banks in Nigeria. What this means 
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is that with the limited branch network, the available staff in the existing NIB branches will 

be overstretched by the numbers of applications and as such it will invariably affects the 

counts and volume in the funds disbursed. 

 

Inadequate infrastructural Facilities: There exist infrastructural deficit in Nigeria as there  

are  no good road network, steady power supply, health care facilities, storage, ICT facilities 

to mention but a few as this will affect the scheme (Mudashiru, 2016; Abili, 2018) and as 

well as the growth and development of businesses. This is because it increases business 

overhead cost and as well as the cost of doing businesses. Hence, by implication, it will 

affects their level of their productivity, cash flow, pricing and invariably cripple their profits 

due to increased operating expenses, even if they have benefited from such scheme. This will 

consequently put to jeopardy the desired objectives of the scheme. 

 

Underutilization of Funds: The funds or scheme could likely faced an issue of 

underutilization because if prospective beneficiaries get to understood the transaction 

dynamics of the scheme bearing in mind that  physical money (cash) will not be disbursed. 

Individuals or businesses that are not sincere will likely pull back their request. More so, 

satisfying the terms and conditions of the scheme might be cumbersome for most businesses 

owing to their informal way of operating because most of them are not registered, they don‘t 

maintain adequate records to mention but a few and as such, they will technically be phased 

out from the scheme which will invariably lead to the underutilization of the funds. 

 

Possible diversion of funds/proceeds: This challenge has always been one of the major risk 

facing  loan business by banks (Onyiriuba, 2008)  irrespective of the model of banking as this 

scheme might not be an exception because there could likely be a possible diversion of 

funds/proceeds or output by the beneficiaries from the original intent which it was initially 

requested for. This is against the notion that ―Government money is a free money‖ and the 

Central Bank of Nigeria (CBN) which is also government agency is in charge. This bad credit 

attitude could increase the credit risk of the facility/scheme which could lead to large 

numbers of loan defaulters.  

 

Security or Collateral Issues: Despite the fact that the collateral requirement is a bit flexible 

in the guideline, the PFIs could go the extra might to secure the facility in line with their 

internal credit policy since they share part of the risk. This situation could make the collateral 

requirement stringent for customers to comply with, thus discouraging them from processing 

the loan further. More so, on the part of the government they are expected to provide an 

Irrevocable Standing Payment Order (ISPO) duly signed by the State Governor, 

Commissioner for Finance and State Accountant General or Honourable Minister and 

Director of Finance in the case of FCT. This is an issue because getting the accent of 

Governors in most cases is difficult as they don‘t commit themselves personally or directly in 

financial transactions and this could end up delaying the processing of such request. 

 

Recovery issues: One major challenge in granting loan is not disbursement but recovery. This 

could be a serious issue the NIB intervention scheme could face owing to the fact that it is 

considered as a free money and as such the beneficiaries might intentionally divert the 

proceeds/output or fictitiously present the business or asset financed as if the condition is bad 

to mention but a few. All these deceits is targeted not to service the facility and this will 

invariably affects the recovery on the facility. 
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Possible delay in the disbursement of funds by PFIs: Another challenge the scheme could 

face is the possible delay in disbursement of funds by the PFIs (Abili, 2018). This is because 

as soon as the PFIs approves the facility to CBN, the funds are approved and the PFIs are 

invariably credited with the amount. Such amount is viewed by the PFIs as deposit which 

could be beneficial to them in terms of their balance sheet position and also trading. This 

could lure them to delay in applying the funds to the customer for the purpose it is meant for.  

 

Possible connivance with bank officials: This is considered as a challenge that will becloud 

the scheme because the so-called Nigerian factor syndrome still exist in the banking industry. 

This connivance could be in form of perversion of the credit process, giving fictitious credit 

monitoring report since they are in frontline. In some instances they could demand for 

gratification from customers for these favours and since the prospective beneficiaries are 

desperate, they can go any length to find their way out or lure this bank officials. By such 

action, repayment and recovery of such facility is already put to jeopardy. 

 

Refinancing Existing asset: The fact that Non interest intervention funds do not avail cash to 

beneficiaries which is the direct opposite of the conventional intervention funds. Customers 

will fraudulently apply for refinancing their existing asset so as just to have access to physical 

cash, this could end up jeopardizing the facility. However, these can rarely be possible if 

there are no collusion between the customers, the bank officials and the vendor. 

 

Equity Contribution Issues: In the Non-Interest intervention scheme, equity contribution 

ranges between 0-30 percent which varies according to business category. This is considered 

as a challenge because it will be difficult for some business owners to raise such equity 

amount owing to the fact of the impact of Covid-19 on their businesses. Consequently, they 

will prefer to channel the said equity amount into their businesses since it will attract no cost 

and to operate on a low scale with the hope of expansion in the future. 

 

Conclusion and Recommendations 

The emergence of the Non- Interest intervention funds as part of the several funds designed 

by the Central Bank is a welcome development as it have created a level playing ground for 

all stake holders especially the Muslims population and NIBs in the country as they were 

earlier skimmed out from the conventional intervention scheme. Although, certain milestone 

have been achieved from the conventional scheme, therefore the Non-interest intervention 

scheme will not be an exception as it will highly complement the grey areas which the 

conventional system could not explore due to one reasons or the other. The study therefore 

concluded that the Non interest scheme will have a significant impact on Nigeria‘s 

development.  From the forgoing, the study made the following recommendations as thus: -  

 

i. PFIs needs to reduce their bureaucratic or approval processes for the scheme so that it 

does not pass through same routes like their internal loan products as this will go a 

long way to ensure speedy up approval and disbursement.   

ii. The PFIs should ensure that they open additional branches in locations where they do 

not have presence or they can use their banking agents on the interim to process 

request from beneficiaries.  

iii. PFIs should recruit and train their staff or agents on the scheme so that they can be 

better equipped to process customers transactions and enlightened their customers 

appropriately. 
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iv. PFIs and CBN is to intensify efforts in creating awareness especially in local dialects 

through televisions, Radios, Pamphlets, road shows, engaging association leaders as 

this will go a long way to address the issue of public awareness. 

v. There should be adequate monitoring by all stakeholders to at all levels to ensure that 

infractions or frauds in credit processes are not tolerated and individuals, staff or PFIs 

found wanting should be properly sanction according to the law. 

vi. There is need to create room for Governors or Ministers delegate in case of FCT that 

can sign the collateral documents especially the irrevocable standing payment order 

(ISPO) in order to save the stress of obtaining the consent of the substantive Governor 

or Minister.  

vii. There is need to reduce the equity contribution of certain scheme that are 30% to at 

least 10-20% taking into cognizance the effect of Covid-19 on their business cash 

flow. 
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