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Abstract

Islamic Cooperative Societies (ICSs) have come to be in Nigeria, though very
recent. These societies are presently prototypes of the conventional cooperatives.
This means that they operate by adapting the system of the latter to Shari ‘ah. The
objective of this paper is to examine some issues which portray the ICSs as
interest based societies in the opinion of some critics. These issues include the
sources and expenditures of funds in the ICSs among others. The work studies
the cooperative from the Islamic perspective, the basis of cooperative, current
reality of ICSs in Nigeria as well as finance in the ICSs. Secondary data was used
to achieve the objectives of this study. The study proves that sources of fund
from registration fee, fine and levies, administrative fee, sale of stationeries like
loan form and loan bond form, and others cannot make the ICSs interest based
institutions as opined by the critics, since those funds serve as tools protecting
both the members and the cooperatives from being collapsed. It also suggests
that the ICSs should expand the scope of sources of fund to accommodate the
practice of some Islamic Financial Products (IFPs) or improve those they operate
presently and introduce the real Islamic mode of lending. The paper in addition,
informs that ijzhad should be adopted to handle the issues of ICSs.
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Introduction

Cooperative or cooperation is all encompassing in Islam as it is
being advocated for in Qur’an 5 verse 2. Therefore, the Islamic
Cooperative in Nigeria today is just a minute part of Islamic mode of
cooperation. It can also be confirmed that some of the indigenous modes
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of cooperation in Nigeria also form parts of cooperation in Islam. The
modes may be modified using Shari‘ah principles where necessary, the
Islamic Cooperative Societies (ICSs) inclusive. The ICSs in Nigeria today
have made some people to realise that interest free economy can be
practised through the introduction of some Islamic Financial Products
(IFPs) which were not familiar with by the Muslims and non-Muslims
respectively prior to the introduction of Islamic Cooperative in 1990s.
These ICSs are presently prototypes of the conventional cooperatives in
which they adapt the practices of the latter to Shari ‘ah. However, this does
make them a Shart ‘ah non-compliant institution. There is no doubt that
the cooperative system as it is today in Nigeria and throughout the world
requires people with surpluses to team up for the purpose of helping one
another financially through these surpluses.

They use these surpluses for various financial transactions in their
societies, Islamic Cooperative inclusive. This is why all ICSs do engage in
transactions such as loan and trade through the surpluses they pull
together. The ICSs claim they practise benevolent loan (qardhasan),
musharakah (partnership), mudarabah (partnership by trust financing),
murabahah (mark-up/cost). Consequently, these ICSs have been alleged
of engaging in some anti-Islamic activities, most especially in finance.
This paper therefore seeks to examine these issues with a view to strictly
scrutinising some of the sources and expenditures of fund in the ICSs in
Nigeria based on provisions of Shart ‘ah which do not handle the financial
issue with levity.

Cooperative Movement in Nigeria

There were various indigenous modes of cooperative before the
advent of the conventional system in Nigeria with the formation of the
Ibadan Agricultural Society and Agege Planters Union in 1904 and 1907
respectively.® This brought about some cooperative movements which
later led to the registration of the first conventional cooperative society in
Nigeria, the Gbedun Cooperative Produce and Marketing Society Limited
in 1937 and subsequent rapid spread of the cooperative societies in
Nigeria.” These cooperatives are not Islamic in nature and in activities
since they represent the Western cooperative ideologies which are devoid
of Islamic law but which many Muslims joined as members. The un-
Islamic nature of these conventional cooperatives and the need to engage
in economic activities for economic improvements according to the
Shart ‘ah suggest the formation or joining of one cooperative or the other
by the Muslims, which they term as Islamic Cooperative Society (ICS).
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Generally, ICS is a recent association in Nigeria. The ICS took off in the
1990s® but started to proliferate in the year 2000s because of the impact of
the Global Financial Meltdown (GFM) in favour of the Muslims.* Today,
there are many ICSs in Nigeria, which proves those who think that no
cooperative can operate without engaging in interest or usury wrong.

Consequently, these ICSs are expected to distinguish themselves
from the conventional cooperatives in practice, not only in the area of riba
but in the financial products, other requirements concerning trade or
business in Islam, social and religious issues and so on. What aids these
ICSs more is that generally, cooperative is the easiest place for every
individual to improve himself socially and economically because
cooperative allows equal participation which definitely brings about fair
equitable share of returns and loss sustained. This contributes to the ability
of the ICSs to fulfill the collective religious obligation (fardkifayah) for
their members and become exemplary to non-members in the society. This
is because they operate as financial intermediaries for the individual
members who join them in order to comply with Islamic law (Shari ah).
They therefore perform the obligations and recommended actions that
their members cannot perform individually.’

Though the ICSs in Nigeria are prototypes of the conventional
cooperative societies, they are not expected to really follow the patterns of
the latter in deviance of the Islamic law relating to business and other
activities of the cooperative. In order to operate as cooperatives, the ICSs
mobilise fund from within the members and expend it mostly for
cooperative activities within themselves. Consequently, the ICSs make use
of some Islamic Financial Products (IFPs) to make both the cooperatives
and their members fulfill their religious obligations and recommendations
to improve them socially and economically. Among the IFPs mostly used
by the ICSs in Nigeria are qard, musharakah, mudarabah, murabahah. In
making use of these products, the ICSs are very keen to avoid some anti-
Islamic economic activities like riba, gharar, maysir among others. These
IFPs and other cooperative activities have been used to create mutual
cooperation between the ICSs and their members as responsible and
profitable financial services through which the ICSs are able to facilitate
commerce, investments and legitimate socio-economic activities for their
members. More importantly, they are working concertedly towards the
alleviation of poverty and the more equitable distribution of economic
activities among their members by using some innovative schemes to meet
the needs of their members. This means that the ICSs in Nigeria have
potentials to play an important role in widening the use of funds mobilised
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to enable their members to purchase or build homes and to have access to
properties for income generation.®

Operation of the ICSs in Nigeria

The situation of the ICS in Nigeria can be best described through
the definition of Ajani which puts it as prototype of conventional
cooperative in which the Muslims come together with the aim to subject
the conventional cooperative practices to the dictates of Shari ‘ah so as to
accomplish their individual and collective duties by pooling their
resources together to fulfill their economic, social and cultural needs and
aspiration through a jointly-owned enterprise which is controlled using
the Shari ‘ah principles.’This is based on the reality of the practices of the
ICSs in Nigeria presently.

It can be revealed from the above that the ICSs in Nigeria today
are operating based on the system of the conventional cooperatives by
subjecting the latter system to Shari ‘ahto a large extent. The implication
of this is that while the western world invented what is known as
cooperative today, the Muslim world fails to realise the need for the real
Islamic cooperative. Unlike in Islam where the issue of cooperative is
discussed in the Qur’an, the effects of unchecked economic competition of
individualism, colonisation and exploitation, industrial revolution, the
agricultural revolution, e.t.c. on a number of people who worked
desperately for long hours in miserable condition, but earned inadequate
wages to sustain themselves in the late eighteenth and early nineteenth
centuries, occasioned the idea of conventional cooperative movement.®

Every cooperative society’s operation in Nigeria is based on the
1990 bye-law of Nigeria cooperative societies which spells out the
objectives of the societies. Parts of the objectives are: to promote
economic interest of the members by giving loan, to promote the
economic performance of members by giving necessary advice and other
productivity of members in their respective profession. Others include, to
design together measures based on cooperative principles and to
encourage in members the spirit and practice of thrift, mutual help and
self-help.®

Membership rights are granted to anyone who joins a cooperative
society upon his admission just like in the conventional cooperative.®® The
new and every member will subscribe to share and savings funds and
other special or prescribed funds. The cooperatives engage in businesses
and investment accordingly in which dividends are given to the
subscribers at the Annual General Meetings (AGMs). Likewise, any
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interested member can request for loan which he/she pays back
instalmentally without interest. In a nutshell, the cooperatives mobilise
funds for their activities and expend such funds on loan given to members,
investment, for operational expenses and deposit the cash balance as a
deposit in the society’s bank account. They also make surpluses on
maintenance levy, fines, dividends received on investments they have in
other places, income from other viable projects like farming, small scale
businesses, and donation to the societies during the AGM.™

Administratively, the executive committee of the ICSs consists of
a chairman, vice chairman, secretary, assistance secretary, financial
secretary, treasurer, Public Relation Officer (PRO), welfare officer, social
officer, e.t.c. The executive meets at the agreed upon period like once in a
month, e.t.c. while the general meetings also take place as agreed upon by
the members. There may also be emergency meetings. The AGM also
takes place at the end of each financial year.* It is our opinion that the
issue of Islamic Cooperative in Nigeria presently should be discussed
based on ijtikad (independent judgment in a legal question, based on
interpretation and application of the four fundamentals) before any blame
can be made against it.

An Overview of Sources of Fund in the ICSs

Every cooperative society commences its activities from zero
capital. This is why the founders deliberate on issues such as capital
mobilisation and directions to which it is expended. Following are
discussions on some of the areas from which the ICSs source for funds.*®
It is to be mentioned that while the sources of fund must be lawful, the
area to which it is expended should also be lawful.

Entrance fees:

These are non-refundable fees paid by members on their wish to
join the cooperative. Every ICS gives forms and some necessary
documents like pay-in-slip, society’s constitution, personal passbook and
so on, to the member on payment of these fees as new member. The
payment of this money by a new member makes him/her to be
legitimately and formally a partner in the society. It can be compared with
the purchase of registration form in some establishments. Failure to
register members through these fees will socially and economically affect
the society. Some critics call these fees interest fee while others opine that
the fees are too expensive. There is no basis for the first claim since
services are offered by the ICSs in term of giving some documents to the
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cooperative members on receipt of the money and there is no religious
crime in selling these documents for the price already agreed to by the
members generally and pleased by the new and old members. That the
fees are too expensive may be an issue on the basis that Islamic economic
laws regulate profit margin on every product. As such, selling of
membership form of one or two pages, most times photocopies, at
outrageous cost undermines the principles of Islamic economic system.
Generally speaking, the fees only indicate the membership of the ICSs and
not mainly or originally for obtaining loan. More importantly, without
registration, the ICS becomes loose and will not be able to identify its
members. Consequently, anybody can claim to be member of any ICS if
these fees are not institutionalised. Without these fees and documents the
ICSs will be informal organisation.

Share capitals

Every member of the ICSs subscribes for this capital which is
payable once or instalmentally at every sitting. The total payable amount
is also pegged to certain amount in most of the ICSs. It is also required in
some ICSs that the amount should be paid once, especially by new
members. Every member must subscribe to this accordingly. This fund is
generally used to conduct businesses in the ICSs and the profit generated
is also shared at the AGM in consideration of the capital capacity of each
member. In the majority of the ICSs in Nigeria, the fund is an essential
pre-requisite for membership.

The justification for this source of fund can be confirmed on the
basis that trade or business is lawful and sanctioned by the Shari ah
(Qur’an 2 verse 275). In addition, partnership as being practised in the
ICSs is also lawful in Islam. For example, the concept of partnership is
mentioned in Qur’an 4 verse 12 in respect of distribution of inheritance
while the Prophet (SAW) reported Allah to have said that He is the third
partner to the two partners unless either of them betrays the other. If that
one happens, He quits them.'* It is imperative to state that the sources of
members’ income should be lawful otherwise, the business carried out
with such fund is invalid. Meanwhile, it is not in good interest of the ICSs
to limit capital investments to share subscription alone like the
conventional.

Savings
While share fund is made compulsory by the ICSs, savings are also
given priority by the members because they are used for borrowing money
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from the ICSs, and that is why each member is more eager to make vast
subscription for savings so that he/she will have access to huge loan when
there is need. In the majority of the ICSs, any interested member gets as
twice as his/her savings contribution while few of them grant triple of the
interested member’s savings contribution. In the meantime, a very few
cooperatives grant loans to the interested member in consideration of both
his/her shares and savings subscriptions. This may be double or triple of
the total savings and shares of the loanee.™

It is allowed in Islam to keep surplus of someone’s wealth as Islam
also disapproves extravagancy (Qur’an 17 verses 26-27). It is also
reported that the Prophet (SAW) also kept surplus wealth deposited with
him by the people of Makkah and asked Alli (RA) to return them to
owners on his behalf when he was migrating from Makkah to Madinah.*®
Islam approves keeping wealth during one’s heyday for future and lawful
responsibilities. Therefore, savings made in the ICSs in order to generate
loan is legal provided it is sourced from lawful and expended on lawful as
it can be revealed in the Qur’an 9 verses 34 where Allah condemns those
who accumulate wealth and spend it on the path other than that of Allah.
The implication of this is that wealth should be accumulated from lawful
sources and expended freely for good whether for oneself or for
neighbour.'” It is also to be reiterated that Islam encourages Muslims to
leave wealth for the heirs so that they will not be left in poverty.*®

Fines and levies

These funds are collected from any member of the ICSs who
violates one rule or the other of the ICS. The fines or levies are mostly
placed on any member who comes late to the meeting or absent
him/herself from such meeting or other obligation as enshrined in the
ICSs’ constitution or directed by the ICSs’ authority in its deliberation
which is ratified by the general house. The rates chargeable on various
offences also vary in the ICSs. The justification for these fines and levies
is based on the fact that it serves as means of curbing the members from
misbehaving (haddudhar in). Claiming that fines and levies are illegal is
baseless since nothing prevents the Muslims from emplacing rules that
ensure the well-being of individual or the society at large and this is why
Islam institutionalizes masalihulmursilah (any action which improves
public welfare or interest but not mentioned or disapproved by
Shari ‘ah).*® In order to ensure discipline in the society like the ICS, there
must be instruments like fines and levies to check and keep members in
order. Cooperative is based on partnership. It becomes cheating and
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failure to keep societal trust if some partners are keeping the rules and
regulations of the cooperative to the letter and others do not do so. Fines
and levies serve as make up for the responsibilities failed to be carried out
by the default member.

Building fund

It is a refundable fixed fund payable by each member of the ICSs.
It is meant to procure permanent office/residential building(s) for the ICS.
Every member must pay it at every sitting. Whether or not the office is
built during the membership, the total amount contributed to building fund
purse by a person who is ejected or wishes to leave the ICS will be given
to him because he is no more in the society as a person and as a
shareholder in that building and the cooperative at large. Since the fund is
based on partnership, its legality cannot be contested.

Sales of stationeries

This fund is generated through the sale of loan form or bond,
documents used to pay-in money into the ICSs’ account and other
documents. It is also a non-refundable fund. The fund collected from the
sale of stationeries is used to produce same stationeries as replacement
when those in use are exhausted, therefore the legality of the sale. This
fund has been criticised, most especially the loan form and bond, both of
which are being alleged to be usurious because the intended loanee has to
buy form and bond before the loan can be granted. According to the
critics, money paid for these documents is interest paid over the principal.
It is obvious that these documents usually contain information about the
intended loanee. These include the loanee’s financial status and the
amount of loan, among others. In other words, the documents serve as
record in respect of the ICSs and the loanee and consequently, Islam
requires the Muslims to keep adequate record of financial transactions
among themselves (Qur’an 2 verse 282). It is therefore necessary to
produce these documents because of those who will soon need them in the
cooperative. The sale of these documents is permitted simply because the
sale service has been rendered by the cooperative to the intended loanee
who must pay for the service accordingly. That notwithstanding, the profit
margin between the cost production and the amount being sold is expected
to be within the dictate of Islamic economic principles.

Furthermore, the commercial bank in which the cooperative funds
are kept will make some charges in respect of the loan against the
cooperative’s account, not against individual of the cooperative. These
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charges, according to an investigation carried out by an ICS (Olohunsogo
(Ibadan) An-Najah Fi Sabilillah) with its banker (First Bank PLC), include
among others, the stamp duty, VAT on account maintenance, account
maintenance charge, SMS alert charge. The fact that loan obtained only
benefits the loanee justifies the make-up of the charges by the concerned
member so that the reduction made by the commercial bank through the
charges will not affect the society entirely. It should be noted that action
which benefits the entire society is given priority in Islam over individual
benefit.

The administrative fee paid by members, and fees other than the
savings and shares are used to service bank charges and other
administrative activities of the cooperative. It is therefore clear that the
commercial banks deduct certain amount of money in term of charges
from the cooperative’s account whenever any transaction is made either
on behalf of individual member or the cooperative at large. One is aware
of the role of the Islamic banking system in this matter. It is however
disturbing that such a bank is limited in number and so could not take care
of the Islamic cooperatives in villages and towns. In the same vein, some
conventional banks having Islamic windows in their operation cannot help
the situation, as they also need to deduct administrative charges from the
account of the Islamic cooperatives with them. The question is that from
where will the cooperative get fund to service bank charges if there is no
fund generation from the sales of forms and bonds for loan purposes?
While bank charges in respect of business transactions carried out by the
cooperative may be paid from the profits made from such businesses if
any, it is not so in loan transactions because every member of the
cooperative will benefit from the dividends at the end of financial year
whereas only loanee benefits from the loan obtained.

It is to be restated that while share capital which is used for
businesses can increase through profit yielded, savings always decreases
through loan grants which may not be paid back on time or at all. This
confirms the consumption base of the ICSs in Nigeria. However, the
charges paid on loan transactions by the commercial banks vary. Amount
chargeable on a loan of fifty thousand Naira (N50,000) is lesser than the
amount chargeable on twenty thousand Naira (N20,000) loan. This is why
the ICSs should not fix the price of loan and bond forms but should
consider the price based on the amount of loan required by the intended
loanee. This implies that if the total amount of bank charges on a loan of
fifty thousand Naira (N50,000) is twenty five Naira (N25), the loanee has
to pay this amount including the cost of loan and bond forms while fifteen
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Naira (N15) and the cost of loan and bond forms is paid on a loan of
twenty thousand Naira (N20,000) accordingly. This will allow economic
justice in the cooperative and its members accordingly. Similarly,
condemning this sale is an economic injustice to both cooperative and the
members.

Administrative fund

This must be subscribed for at every sitting. It is used to manage
the ICSs. The rate varies based on the viability of the ICS. It is also a non-
refundable fee. The legality of collecting this fund from members rests on
the fact that administration needs to be financed independently and should
not be financed through other specific funds. If this fund is condemned,
then the cooperative will be administered using both savings and share
funds, the situation which may lead to the collapse of the cooperative.
Consequently, corruption may set in if the administrative fund is not
defined since the money used to carry out an administrative duty is most
of the times not measurable. This fund is among the funds used to service
the bank charges, transportation, payment of allowances to the members
charged with certain responsibility and so on.

Funds for special projects

These funds have no minimum or maximum amount. It is paid
according to the wish and capacity of the interested member in the project
of his/her interest. For example, some members subscribe for these funds
with the aim to use them for Zajj operation, medical treatment, wards’
education, ‘idul-Kabir or ‘idul-Figr festivals, and other projects. It is
observed that the ICSs are not charging any amount on the deposits made
in respect of these projects by the interested members, whereas charge
should be made on them as it is done in loan wherein forms are sold for
the intended loanee. This is because services are rendered by the ICSs and
there are also bank charges deducted by the Commercial Banks from the
cooperative’s account whenever withdrawal is made by the ICS or
services are rendered by the Bank in respect of the ICS. But most of the
ICSs made some regulations in respect of withdrawal of these funds for
the projects for which they are meant. For example, some ICSs request
that they should be informed at least twenty four hours or more prior to
the period the depositors want the money for use. These are funds which
prove the responsibility of the ICSs as an exemplary financial
intermediaries between them and their members in helping them in
improving their socio-religious and economic activities with ease.
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Through these funds, some members of the ICSs in Nigeria have been
able to sponsor their wards’ education, medical treatment and other social
or economic projects while some members have become visitors of
Allah’s house in Makkah (Alhaj) to perform the 4ajj rites.

Reserve

This fund is created by some ICSs by deducting certain percentage
of the annual profit generated for keep by the ICSs concerned for certain
projects. It is also kept to solve liquidation problem, e.t.c. Some even
deduct certain percentage from members’ share/savings funds and keep it
in reserve or investment based on decision of the ICS. The unanimity and
decision of members of the society on this are needed for it to be Islamic.

Investment fund

Some ICSs in Yorubaland call for investment subscription funds
from their members. For example, an ICS may wish to establish an
educational institution and asks its members to contribute, as an
investment, towards such project while some deduct certain percentage of
members’ share subscription for investment based on joint decision of the
society. Sometimes, the issue of investment is contained in the ICS’s
constitution. It needs to be mentioned that the investment fund is meant
for the benefit of members as proceeds from such investment are
eventually shared by them based on the the amount each contributed.

Net surplus

This is the excess fund got at the annual financial year which is
based on the excess of income over expenditure. This is calculated based
on the administrative and other funds like fines and levies, entrance fees,
stationeries and so on. It is the total income from these funds, less the total
expenditure. The net surplus is not expected to be included among the
profits to be shared as dividends to the members during the Annual
General Meetings (AGMs) to avoid economic ambiguity which is
condemned in Islam. Consequently, some of the remnants of the net
surplus are recurrent.

Profit from the businesses

This has to do with the profits made by the ICSs in the businesses
conducted every year. Such can be in form of rental services or
establishment of a school. It is a profit generated by the ICSs which is
shared as dividends to the members, based on their capital contribution, at
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the AGMs. Sometimes, some percentages are deducted for use by the
ICSs either for Sadagah or any other purpose as agreed by the members.
Only share subscriptions are considered here. Another possible directions
from which funds are sourced in the ICSs are; Zakah, pension scheme
fund in the Departmental Cooperatives for which their members
subscribed, development levy, and host of others.

Funds Expenditure in the ICSs

The most prominent direction to which every ICS expend funds is
loan without interest, then businesses, acquisition of assets/profit oriented
assets, administration, dividends, service of some loss/bank charges,
deposits with the parent body if any. It is observed that while the ICSs
make certain errors in the operations of certain Islamic Financial Products
(IFP), their loan processes have also been criticised. This is because
certain conditions must be met by the intended loanee before his eligibility
for loan. He has to buy forms and provide guarantors. In addition, the
amount loanable is based on the amount of savings he made and the
granted loan should be paid back at a stipulated time. The guarantors
whose parts of their savings are included in the granted loan also suffer
financially since they cannot apply for loan or stand for another intended
loanee until certain percentage of loan is paid back by the loanee.

The argument will be genuine if the loan practice in the ICSs is
purely benevolent loan (qardhasan) commanded by Islam, otherwise, the
processes should be viewed through ijtizad because the ICSs operation in
Nigeria today is based on Rochdale Pioneers’ cooperative philosophy
which they intend to adapt to Shari‘ah. Therefore, argument that the
cooperatives have not been able to strictly follow Qur’an 2 verse 282 in
respect of loan may not be genuine since the verse in question deals with
the issue of record keeping and witness to it in loan and other commercial
transactions, which the ICSs are doing. For example, the forms filled by
the intended loanee serve as record in which he provides some
information based on his knowledge while the guarantors serve as both
witnesses to the terms of loan and guides as regard the direction towards
the loan is spent and its repayment. This is a reason why loan in the ICSs
is not benevolent but interest free loan. It is interest free loan because the
loan beneficiaries in the ICSs do not pay more than the amount they
collect. Although, benevolent loan does not also require interest, its
repayment is at the convenience of the beneficiary and may not even pay
the loan back depend on the condition of the beneficiary and purpose the
loan is meant for. In addition, a person in need of benevolent loan is not
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required to obtain any form before getting such a loan in view of the
exigencies involved.

Consequently, the ICSs do not get any benefit, be it in term of
interest, fees, charges, fine or gift from the loan beneficiaries. Every
charge or fine is used to safeguard the monetary wealth of the ICSs in the
commercial banks otherwise the principal capitals of the ICSs, namely the
savings and share will soon be exhausted through the periodical
deductions made by the commercial banks and administrative costs. It is
fundamentally stated in Islam that any process that should be observed
before a compulsory act can be carried out is also compulsory.?! For
example, ablution becomes a compulsory act when it is time for prayer
(Salah). Therefore, collection of fees or charges is also inevitable in the
ICSs for positive realisation of the cooperative goal.

A Need for Paradigm Shift

Though we do not see anything prohibitive in the present loaning
system of the ICSs in term of purchasing application form for the purpose,
at the same time, there should be a line of demarcation between it and
benevolent loan (gardhasan).In addition, there is room for improvement
on the mode of operation of interest free loan. It is therefore suggested that
the ICSs should form modality for composing a purse through which the
loans will be disbursed to the interested loanees based on strict
compliance with the Shari‘ah approval on benevolent loan (qardhkasan).
The purse can be termed “benevolent loan subscription” of unrestricted
amount in which everybody should participate with the aim that it is a
voluntary almsgiving fund. In addition, certain percentage of the accrued
profits during a financial year is also allotted to this purse including
voluntary donations from members and non-members. If it is possible, a
business venture can be established by the ICSs mainly for the purpose of
this purse. Every member of the ICSs is therefore entitled to loan from this
purse when the need arises. Whether loan is emergency, soft, special or
benevolence in the ICSs, this modality will be sufficient to cater for all. If
this is not introduced now, the future Islamic cooperators will grow up
with the perception that the present loaning system is purely Islamic
loaning system whereas it is an adopted conventional cooperative loaning
system made to conform with Shari‘ah. Also, granting loan in
consideration of both savings and share capitals should be discouraged to
avoid cheating (gharar) and collapse of the cooperative soonest.

The only thing that distinct the conventional cooperative system of
loaning and that of the IC presently is the issue of interest. There are other
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elements that should distinct between the two systems.?’Meanwhile, this
does not erase the issue of charges or fines collection from the Islamic
cooperative system because these charges and fines have inevitable
purposes for which they are introduced which are based on wellbeing of
the cooperative and its members.

Conclusion

It is clear that the ICSs are recent in Nigeria. They presently
operate based on adaptation of the conventional cooperative system to
Shart ‘ah. Equally, the sources of fund from entrance fees, fines and levies,
purchase of forms and bonds/stationaries, administrative fees and the likes
cannot make the ICSs interest based institutions because those funds are
needed for the survival of both members and the cooperatives. Loan is
determined through savings only in the ICSs. The ICSs can only become
interest based institution if the loanee is required to pay certain amount of
money over principal as it is done in the conventional cooperative where
the sum of one hundred Naira (N100) is paid over one thousand Naira
(N1,000) as interest. This is in addition to the purchase of loan and bond
forms, payment of some charges, fines and fees despite the fact that the
loanee’s money is part of the money loaned to him or her.”® However,
there is need for the ICSs to rebrand their mode of operations as regard the
sources of fund for businesses in order to cater for a specific or some
Islamic Financial Products’ operation rather than limiting it to share
subscription like the conventional cooperatives. Consequently, the real
benevolent loan as commanded by Islam should also be introduced as a
matter of necessity. Consequently, introduction of real Islamic mode of
loan does not also mean that these controversial sources of fund will be
removed from the ICSs’ financial system accordingly.

It is to be noted that the ICS as it is today is just a part of Islamic
mode of cooperation as contained in the Qur’an 5 verse 2 where Allah
asks the Muslims to cooperate in the matter of righteousness and piety and
not in sin and rancour. The implication of this is that cooperation in Islam
is all encompassing since every act that brings about goodness to the
individual or community or prevents them from evil is virtue and
heedfulness if it is carried out with good intention.?*

One lesson can be learnt from the above is that the cooperative
issue is divinely institutionalised in Islam while exploitation occasioned
for it in the western world is manmade. Therefore, Muslims should not
turn deaf ear to the Qur’an and Hadith facts on issues such as economic,
scientific, political, social and educative. They have to discover facts
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about those issues and others from the Qur’an and Hadith, exploit them
accordingly for human development and benefit. In other words, they
should not allow the western world to make discoveries ahead of them
since most of the discoveries like the issue of cooperative are found in the
Qur’an and Hadith.
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