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ABSTRACT
Depositor trust plays an essential role in the banking sector. The main objective of 
this study is to test several factors that significantly affect depositors’ confidence in 
conventional and Islamic banks in Indonesia during the COVID-19 pandemic. We 
conducted qualitative research with a sample of 217 customers who had a minimum of 
two bank accounts, one conventional, and one Islamic. In a questionnaire, customers 
were asked their opinions related to indicators of the variables studied, such as depositor 
trust, and their perceptions of inflation, conventional bank interest, the equivalent 
yield rate of Islamic banks, and industry perception Productivity Index. The results 
of the questionnaire were analysed using the partial least squares (PLS) method. The 
PLS analysis results show that the indicators related to conventional bank interest and 
the equivalent yield rate of Islamic banks significantly affected depositors’ trust and 
hands. In other words, customers were influenced when making bank deposits by the 
factors related to conventional bank interest and the equivalent yield rate of Islamic 
banks. The external aspect of the industrial production index based on the PLS test had 
a significant effect on depositors’ trust in both types of bank. In contrast, the external 
factor of inflation did not significantly affect depositors’ trust in either conventional 
or Islamic banks. Therefore, based on the PLS-SEM results, conclusions can be drawn 
regarding the factors influencing depositor trust.
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I. INTRODUCTION
1.1. Background
The coronavirus disease (COVID-19) was confirmed to have started in Wuhan, 
China, in December 2019. It has spread to almost all countries, including Indonesia. 
The World Health Organization (WHO) officially designated it as a pandemic in 
March 2020, and as of July 25, 2020, WHO reported that Indonesia had recorded 
94,000 positive cases and 4,600 deaths (WHO, 2020).

Based on data from the National Task Force for the Acceleration of the Handling 
of COVID 19, confirmed that positive cases of the disease were still experiencing a 
significant increase every day. As of September 23, 2020, the number of confirmed 
positive cases was 257,338, and active case data was 59,453 cases, while 187,958 
patients had recovered, and with a death toll 9,977 (Task Force for the Acceleration 
of the Handling COVID-19, 2020).

Rahman, Kusuma & Arfyanto (2020) projected the worst possible systemic 
impact of COVID-19 in Indonesia as a decline in the economic growth rate of 1-4% 
and an increase in the poverty rate from 9.7% to 12.4% by the end of 2020. The 
systemic impact of COVID-19 has led to weak economic activity among the public. 
One example of this is the sluggish turnover of deposits from financial institutions 
due to large-scale withdrawals of funds by customers to meet their needs during 
the pandemic. As a result, there has been chaos in the banking system or economy. 
Based on data from the Indonesian Central Statistics Agency (BPS), the pandemic 
has caused Indonesia’s economic growth rate to fall to 2.97%, before, it had reached 
an excellent level of 5.01%. When the global financial crisis occurred in 2008, the 
stability of its financial system showed that Indonesia could survive at a rate of 
economic growth of 4.63% (Ascarya, 2020).

Hidayat, Farooq, Nastuion & Sari (2020) state that there has been an impact 
of COVID-19 on Islamic banks. As a result of the pandemic, many micro, small, 
and medium enterprises (MSMEs) have gone out of business or are losing money. 
Consequently, this impacts the financial industry, and institutions such as banks 
are at risk of bad credit or default.

According to Sukmana, Indrawan & Ajija (2020), the condition of Islamic 
banking in Indonesia before the COVID-19 outbreak tended to be stable. Data up 
to January 2020 show sufficient indicators; for example, a capital adequacy ratio 
(CAR) of 20.27% and return on assets (ROA) of 1.88% for Islamic commercial banks 
and 2.44% for Islamic business units. However, based on Indonesia Financial 
Services Authorities Banking Statistics, in April 2020 Islamic commercial bank 
performance had declined, with CAR recording a level 20.47%, ROA of 1.5%, and 
NPF a score of 3.41% (OJK, 2020).

As intermediary institutions in the financial market, banks play a significant 
role in mobilising funds from savers and providing funds for investment, especially 
in the real sector. Banks fulfil this role when they attempt to link institutions or 
individuals with excess or surplus money to those with a deficit or lack of funds 
(Onyiriuba, 2016).

Kurlat (2019) provides strong evidence that the deposit/deposit gap will be high 
if interest rates are high. The banking sector has free entry and exit characteristics, 
as well as high fixed costs. Moreover, this implies that an increase in inflation 
will encourage existing resources to look for more profits. This condition is a 
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significant component of inflation, affecting monetary policy in two ways. While 
this is taking place, Maulayati, Bahril & Herianingrum (2020) claimed forecasted 
economic situations with the industrial production index (IPI) and real interest 
rates on savings positively impacted Islamic banks’ depository funds. 

Alamsyah, Ariefianto, Saheruddin, Wardono & Trinugroho (2020) found that 
depositors’ trust in Indonesia consisted of 992 depositors. Depositors also have 
more confidence when there is adequate information from the government, or the 
government provides complete, official, and clear communication.

Based on the facts, we have determined the concept of the novelty of this 
research. The study combines various internal and external factors that influence 
the level of depositors’ trust in banks. Internal factors such as interest rates and the 
equivalent yield rate of Islamic banks for Islamic banks and assets affect depositor 
trust, as do specific external factors such as macroeconomic conditions, inflation, 
and the industrial production index. The originality of the study method lies in 
the type of data used; namely, the analysis is based on the partial least squares 
structural equation modeling (PLS-SEM) approach with qualitative data. The 
variables needed for qualitative research were adjusted to the variables used in 
quantitative research. The PLS-SEM model is a soft modeling technique that does 
not require many measurement scales, a large sample size, or residual distributions 
(Monecke & Leisch, 2012). 

In the case of banking, the PLS-SEM approach is often used; for example, 
Avkiran and Ringle (2018) employed it to model bank micro and macroeconomic 
level. The microeconomic level included customer service quality, managerial 
effectiveness, and perception of market leadership, while the macroeconomic 
level included contagion of systemic risk from one financial sector to another, 
herd behaviour among fund managers, and risk tolerance in financial markets. 
Serrano-Cinca, Gutiérrez-Nieto & Molinero (2011) prediction bankruptcy based 
on a combination of PLS-SEM and discriminant analysis. In addition, Gadzo, 
Kportorgbi & Gatsi (2018) investigated the effect of credit risk and operational risk 
on universal bank financial performance in Ghana. 

1.2. Objective
The purpose of this research is to determine whether there is an influence of 
internal and external factors on customer confidence in saving in conventional 
and Islamic banks related to the COVID-19 pandemic, qualitatively based on the 
PLS method using primary data. 

The paper begins with an introductory section consisting of the background 
and objectives. The second section is the literature review, focusing on theoretical 
studies and analysis of previous research. The third section describes the research 
method, the selected data and analysis methods, while the following section 
presents the results and discussion of the research results, with comparison to 
previous research. The last section comprises the conclusion and recommendations 
based on the research results.
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II. LITERATURE REVIEW
2.1. Background Theory 
a. Trust 
Trust in a company is an attitude to admit someone’s truth or something without 
sufficient evidence and the ability to follow someone or according to trust values ​​
without requiring evidence (Park, 2020). Trust will have positive outcomes for 
companies or institutions. One way to measure trust in a financial institution is to 
determine the willingness of its customers to make transactions with it and buy 
its products (Park, 2020; Osili & Paulson, 2014). Osili & Paulson (2014) argues that 
financial decisions are influenced by trust in financial institutions. Such decisions 
are based on how consumers of financial institutions undertake their economic 
activities and engage with the institutions. 

Kartika, Firdaus & Najib (2019) state that customers’ trust in Islamic banks 
provides a moral obligation for banks to maintain such trust and increase customer 
loyalty. This loyalty is very important for banks, as loyal customers will find it 
easier to buy and trust banking products. This condition is profitable and supports 
increased banking operations and profitability with low marketing costs. In Islamic 
financial institutions, customer trust is shown through institutional operations that 
focus on developing the sharia compliance of products and business strategies, 
CSR and risk management. There are several customer trust indicators in Islamic 
banks, consisting of sharia compliance based on the Council of Indonesian Ulama 
(MUI); legal compliance with the Central Bank (Bank Indonesia); safety based on the 
Central Bank and Financial Authorities Services; concern with social funds such as 
zakat; and and CSR. Their research can be translated to that depositors’ trust is the 
most important issue in the sustainability of banking operations. This is because 
banks are intermediary institutions that collect funds from depositors and invest 
them in loans or financing. Banks pay great attention to the principle of prudence 
in collecting funds and investments in the form of credit or financing assets to 
improve their financial performance, which provides benefits for depositors and 
the banks themselves. Banks maintain the trust of depositors and their operations, 
especially by complying with the rules of financial system stability issued by 
the Central Bank (Bank Indonesia), the Financial Authorities Services, Indonesia 
Deposit Insurance Corporation and the Indonesian Ministry of Finance.

Schoors, Semenova & Zubanov (2019) state that an economic condition occurs 
with a high level of uncertainty such as a crisis. This will encourage investors to 
place their funds in assets that are considered more familiar, even if they have to 
face lower income or high-risk disclosure, which can also occur in the banking 
sector. Investors in banks, namely depositors, will face bank risks in times of crisis, 
and they will further increase their trust by reducing their discipline or sensitivity 
to changes in deposit interest rates and their growth in trusted banks.

This study measures internal and external banking factors that affect bank 
depositor trust and bank trust. Internal factors include third party funds and 
the condition of the bank, while external factors include deposit insurance 
corporations, macroeconomic conditions (unemployment), crisis situations, 
Central Bank independence and religion. The literature on the influence of internal 
and external factors on bank depositor trust and bank trust is discussed below.
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b. Depositor Trust and Internal Factors 
1. Relationship between Depositor Trust and Bank Third Party Funds 
Depositors are critical stakeholders in banks. Jin, Kanagaretnam & Wang (2020) 
state that one financing source for banks is customer deposits. They found strong 
evidence of a relationship between social trust as measured using social capital 
on customer bank deposits. Thet also demonstrated that banks with conservative 
mangers and those located in sectors of society with higher social capital had 
higher customer deposits than banks with non-conservative managers and 
those situated in communities with capital lower social. The choice of bank will 
determine customers’ trust. Therefore, the first hypothesis proposed is: 
H1. There is a significant relationship between Depositor Trust and Bank’s Third 
Party Funds.

2. Relationship between Bank Depositor Trust and Bank Condition 
Bank stigma can be a major factor for depositors. Anbil (2018) studied the nature 
of such stigma and showed that the respondents considered that news about 
banks receiving liquidity assistance was very bad. This information reflected the 
weakness of the banks’ financial condition. If the stigma towards a bank is strong, 
it will encourage customers to withdraw funds from the bank.

Fungáčová, Hasan & Weill (2019) highlight that depositors exposed to 
information and news will have more confidence in banks than those rarely 
exposed to lead. Van Esterik-Plasmeijer and Van Raaij (2017) state that depositors’ 
trust is influenced by bank competence. This includes the bank’s ability to 
undertake its functions, and the competence and integrity of the human resources 
in the company. Competence is also reflected in the bank’s ability to innovate by 
providing services to customers and stakeholders and how it treats its customers. 
Therefore, the second hypothesis is: 
H2. There is a significant relationship between Bank Depositor Trust and Bank 
Condition.

c. Depositor Trust and External Factors 
1. Relationship between Bank Depositor Trust and the Existence of a Deposit 
Insurance Corporation 
Trust in banks is closely related to trust in the financial system as a whole. This 
system includes the financial industry and industry regulators, such as the Central 
Bank and the Deposit Insurance Corporation (Fungáčová et al., 2019). The third 
hypothesis posited is therefore: 
H3. There is a significant relationship between Bank Depositor Trust and the 
existence of a Deposit Insurance Corporation.
2. Relationship between Bank Trust and Macroeconomic Conditions 
(Unemployment) 
Stevenson and Wolfers (2011) investigated how the unemployment rate affected 
the level of bank confidence in the United States. They found that it had a 
significant negative impact on institutional bank trust. Park (2020) found that a 
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deposit insurance corporation in Korea could influence stakeholders’ trust in the 
banking sector, such as that of managers, investors, and customers. 
H4. There is a significant relationship between Bank Trust and Macroeconomic 
Conditions (Unemployment). 
3. Relationship between Bank Depositor Trust and Central Bank Independence 
Berggren, Daunfeldt & Hellström (2014) provide evidence that there is a 
strong correlation between depositor trust and the perception of central bank 
independence in various countries. Their study was conducted with data from 149 
countries. The freedom of the Central Bank that is strong that economic reform has 
been carried out gives rise to depositor confidence. Therefore, the fifth hypothesis 
is: 
H5. There is a significant relationship between Bank Depositor Trust and Central 
Bank Independence. 
4. Relationship between Bank Depositor Trust and Religion 
The value of religion for many people is very important. Religious teachings are 
also influential in providing guidelines for daily life, with the economy being 
no exception. Fungáčová et al. (2019) investigated how religious teachings affect 
bank customer trust. They researched customers of various religions, such as 
Protestantism, Catholicism, Islam, Hinduism, Orthodox, Buddhism, together with 
those with no religion. They concluded that Catholics do not trust banks because 
they prohibit interest, and for Muslims, there is also the principle of refusing 
interest. In contrast, Protestants and Hindus have high confidence in banks. 
Therefore, the sixth hypothesis is: 
H6. There is a significant relationship between Bank Depositor Trust and Religion.

d. Depositor Trust and Pandemic Situations
1. Relationship between Bank Trust and Crisis Situations 
Knell and Stix (2015) asked respondents in Austria about their trust in banks in a 
financial crisis situation. The results show that the Austrian public’s belief level 
tends to decrease because there is a greater risk that banks will face during the 
financial crisis. Sapienza and Zingales (2012) also studied the effect of the 2008 
financial crisis on depositors’ trust in the United States. Using data from more than 
1000 households sourced from Social Science Research Solution data, they made 
friends that there had been a decrease in depositors’ trust in banks. Therefore, the 
seventh hypothesis is: 
H7. There is a significant relationship between Bank Trust and Crisis Situations.
2. Buffer-Stock Theory of Savings
Ünvan and Yakubu (2020) discuss the buffer-stock theory of savings, which 
proposes that individuals who hold assets have the primary aim to protect their 
consumption in the face of conditions of unpredictable fluctuation in their income. 
The theory assumes that customers will become impatient and cautious when 
faced with illnesses related to income uncertainty. They will be impatient because 
they are using loans with future income to meet current consumption, and they are 
also cautious because they have preventive motives. Due to uncertain conditions, 
customers began to reduce their level of consumption to save. It can be concluded 
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that individuals prefer to keep when income increases or the level of consumption 
decreases under bad conditions.

2.2. Previous Studies
Alamsyah et al. (2020) argue that banks play an important role in the economy 
because banking is an aggregate investment, namely the distribution of fundraising 
in bank saving products for investment in loans. Based on this, depositors play 
an important role in the sustainability of banking operations, so their trust 
is the main focus of the banking sector. Banks are very exposed to the risk of 
liquidity shortages if depositors make large withdrawals at the same time. They 
will experience difficulties in providing cash withdrawals to depositors because 
their funds are channeled in investment credit, in which loan refunds have been 
arranged according to the credit contract and cannot be immediately returned to 
borrowers. This shows the important role of depositors in the effectiveness and 
sustainability of banking operations.

In the study of Alamsyah et al. (2020), 992 retail depositors were surveyed 
to assess their level of trust in banks (TIB), trust in the banking industry, and a 
financial safety net (TBF), and depositors’ trust index, where the three variables 
become dependent variables. The determinants were measured on the three 
dependent variables using the ordinary least squares (OLS) regressions method 
with robust standard errors. The independent variables consisted of Newspapers, 
Online Media, Television, Social Media, Age, Family, Gov’t, Size_Deposits, Experts, 
Religious, Economic, Culture, Risk-Taking, Material, Social, Gender, Education, 
dummy_java and Big4. The research results show that trust in individual banks 
by depositors is more important than trust in banks overall. The results based on 
the depositor group showed low trust amongst women, and older and educated 
depositors. Overall, their research results show that depositor trust is influenced 
by religious and economic values, risk-taking behaviour, and the government’s 
role in supporting banking. Important role of deposit insurance in providing 
financial literacy for depositors and the public avoid erosion of market discipline.

Sapienza and Zingales (2012) surveyed 1034 households in the United States 
by telephone, asking questions about how many of the respondents trusted a 
particular type of institution or person, including bankers, banks, governments, 
large companies, market capitalists, and brokers. They were asked to provide a 
trust ranking from 1, ‘I do not trust at all’, to 5, ‘I trust completely’ in answering 
several questions as a proxy for risk. One of the aims of the survey was to produce 
an average ranking of several institutions, such as the stock market, brokers, 
large corporations, the government, bankers, banks and other people. The survey 
results show that the level of trust in institutions ranged from a minimum of 2.13 
(achieved by the stock market) to 3.33 (achieved by other people). As a whole, it 
was concluded that at the time of the global financial crisis in 2008 there was a very 
small decrease in trust in the financial institution sector. This was related to the 
desire to withdraw funds by depositors who had invested in the capital market 
and had savings, and the role of government intervention, especially in the capital 
market. Almost 40% of respondents experienced a fall in trust.
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Jansen, Mosch & van der Cruijsen (2015) found that trust in financial 
institutions could be strongly affected in times of crisis. Their paper adds to this 
existing body of knowledge by outlining specific factors that have a strong link 
to overall trust in banks. The main reason why members of the Dutch general 
public would lose faith in banks is related to large bonuses. To some extent, and 
depending on the survey year, adverse media reports, a drop in share prices, 
and opaque product information could also be essential factors. Government 
intervention, in particular through nationalisations, was not a significant reason 
for losing trust. Bank bailouts lead to less concern about government intervention, 
while bank failure experience results in more considerable concern regarding 
bonuses. The public’s close link of trust to executive compensation is the essential 
issue in current debates. Jansen et al. (2015) show how the general public in the 
Netherlands makes a close link between bonuses and trust, notwithstanding the 
technicalities or subtleties surrounding academic discourse or policy discussions 
on executive compensation.

III. METHODOLOGY
3.1. Data 
The primary data were obtained by surveying customers with at least one 
conventional bank account and one Islamic bank account. The survey was 
conducted by distributing questionnaires online via the Google Forms platform 
to eligible respondents. The questions asked related to the quantitative research 
variables, namely interest rates for conventional banks, the equivalent yield rate 
for Islamic banks, IPI, and inflation, together with questions related to deposits 
and the motivation to become a conventional bank customer. At the same time, 
Islamic banks associated with the COVID-19 pandemic conditions used population 
assumptions based on an official statement from the Indonesian Financial Services 
Authority (OJK) in October 2019 that the number of customers of Islamic banks in 
Indonesia was 31.89 million (Situmorang, 2019). 

In this research, 217 respondents participated virtually in the questionnaire, 
with a research period of around a month during August 2020 in Indonesia. This 
number approximates to the recommendations of Chin (2003) and Hair, Sarstedt, 
Ringle & Gudergan (2017), who state that an ideal sample size is at least ten times 
the number of indicators, or 10 x 20. The results of the questionnaire were used for 
qualitative research using PLS.

3.2. Model Development
For the PLS-SEM development, all the variables were informed because the 
development was related to determination of the variables. The latent variable and 
indicators are presented in Table 2 for conventional banks and Table 3 for Islamic 
banks, with the general questions shown in Table 1. Qualitative variables are often 
referred to as latent variables. 
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Table 1. 
General Variables

No. Variable Category

1. Gender Male
Female

2. Age

A. < 20
B. 20 - < 25
C. 25 - <35
D. 35 – 50

E. > 50

4. Highest Level of 
Education

A. SHS/Equivalent
B. D1 – D3 (Diploma) /Equivalent

C. S1(Bachelor) /Equivalent
D. S2 or S3 (Postgraduate)

5. Income Level

A. Under Rp 2.500.000,00
B. Rp 2.500.000,00 – Rp 4.999.999,00
C. Rp 5.000.000,00 – Rp 9.999.999,00

D. Rp 10.000.000,00 – Rp 19.999.999,00
E. Rp 20.000.000,00 or more.

6. Occupation

A. Civil servant. non-professional
B. BUMN, non-professional

C. Private worker, non-professional
D. Civil servant

E. BUMN
F. Private worker
G. Army/Police
H. Enterpriser

I. Farmer, Rancher, Fisherman
J. Others

7. Product Ownership

Savings
Deposit

Giro
Debit Card
Credit Card

8.

Reasons for Becoming 
a Depositor at 

Conventional and 
Islamic Banks

Payroll
Incentive Payments

Loan Installment Payment
Financial Planning (Hajj, Umrah, Education, Marriage, Home 

Renovation, etc.)
Fund Management Principles

Bank Reputation
Attractive Interest Rate
Fund Saving Security

Guaranteed LPS
Others
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Table 2. 
Conventional Bank Variables and Indicators

No Variable Indicator

1.

Conventional Bank 
Depositor

Trust
(η1c)

y1c (I still believe in conventional banks during the COVID-19 pandemic 
because they have huge assets)

y2c (I still believe in conventional banks during the COVID-19 pandemic 
because they have a good reputation)

y3c (I will still put my funds into conventional banks even though there is 
the chance of an economic crisis during the COVID-19 pandemic)

y4c (I still believe in the reliability of conventional banks in managing my 
business so that my funds will not be lost during the COVID-19 pandemic)
y5c (I still believe in conventional banks and the safety of my funds because 

the Deposit Insurance Corporation has guaranteed them during the 
COVID-19 pandemic)

y6c (I believe conventional banks have met good governance standards 
following the Deposit Insurance Corporation’s rules, so I feel my funds are 

safe in conventional banks.)
y7c (I know that my savings in a conventional bank are safe because they 
are guaranteed by the Deposit Insurance Corporation, including during 

the COVID-19 pandemic)
y8c (I know that the government of the Republic of Indonesia has issued 
policies during the COVID-19 pandemic to improve the economy, so I 

have not withdrawn funds from a conventional bank)

2. Perception of 
Interest Rate (ξ1c)

x11c (I keep my savings in a conventional bank because of the attractive 
interest rates)

x12c (If the interest rate falls, I withdraw my savings from the conventional 
bank)

x13c (If the interest rate is too low, I will not open a deposit account at a 
conventional bank)

x14c (The interest rate is an important factor for me to place my funds in 
conventional banks)

3. Perception of IPI 
(ξ2c)

x21c (I believe that a high inflation rate will affect the performance of 
conventional banks, thus putting the security of my funds at risk)

x22c (I believe that a low inflation rate will improve the performance of 
conventional banks provide security for my funds 

x23c (If inflation is higher, then I decide to withdraw my funds from 
conventional banks)

x24c (If inflation decreases, then I decide to save funds in a conventional 
bank)

4. Perception of 
Inflation (ξ3c)

x31c (I believe that if the IPI level increases, then there is an indication 
that economic conditions are better due to an increase in the average 

production of goods from the industrial sector in Indonesia.)
x32c (I believe that if the IPI level increases, the performance of conventional 

banks will be better, and my funds will be safer)
x33c (I will feel calm saving my funds in conventional banks when the IPI 

indicator rises)
x34c (I will withdraw my funds from conventional banks when the IPI 

indicator falls)
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Table 3. 
Islamic Bank Variables and Indicators

No Variable Indicator

1.

Islamic 
Bank Depositor

Trust
(η1s)

y1s (I still believe in Islamic banks during the COVID-19 pandemic because 
they have huge assets)

y2s (I still believe in Islamic banks during the COVID-19 pandemic because 
Islamic banks have a good reputation)

y3s (I will still put my funds in Islamic banks even though there is the chance 
of an economic crisis during the COVID-19 pandemic)

y4s (I still believe in the reliability of Islamic banks in managing my 
business, so my funds will not be lost during the COVID-19 pandemic.)
y5s (I still believe in Islamic banks and the safety of my funds because the 

Deposit Insurance Corporation has guaranteed them during the COVID-19 
pandemic)

y6s (I believe that Islamic banks have met the standards of good governance 
following the rules of the Deposit Insurance Corporation, so I feel my funds 

are safe in conventional banks)
y7s (I know that my savings in an Islamic bank are safe because they are 
guaranteed by the Deposit Insurance Corporation, including during the 

COVID-19 pandemic)
y8s (I know that the government of the Republic of Indonesia has issued 

policies during the COVID-19 pandemic to improve the economy, so I have 
not withdrawn my savings from an Islamic bank)

2.

Perception of the 
Equivalent Yield 
Rate of Islamic 

Banks 
(ξ1s)

x11s (I save funds in Islamic banks because of the attractive equivalence yield 
rate)

x12s (If the equivalent yield rate of Islamic banks falls, I will withdraw my 
savings from the bank)

x13s (If the equivalent yield rate of Islamic banks is too low, I will not open a 
deposit account at an Islamic bank)

x14s (The equivalent yield rate of Islamic banks is an important factor for me 
in deciding to place my funds in an Islamic bank)

3. Perception of IPI 
(ξ2s)

x21s (I believe that a high inflation rate will affect the performance of Islamic 
banks, thus putting the security of my funds in them at risk)

x22s (I believe that a low inflation rate will improve the performance of 
Islamic banks to and provide security for my funds 

x23s (If inflation rises, then I will decide to withdraw my funds from the 
Islamic bank)

x24s (If inflation falls, then I will decide to save funds in an Islamic bank)

4. Perception of 
Inflation (ξ3s)

x31s (I believe that if the IPI level increases, then there is an indication that 
economic conditions are better due to an increase in the average production 

of goods from the industrial sector in Indonesia)
x32s (I believe that if the IPI level increases, the performance of Islamic banks 

will be better, and my funds will be more secure)
x33s (I will feel calm saving my funds in Islamic banks when the IPI indicator 

increases)
x34s (I will withdraw my funds from Islamic banks when the IPI indicator 

decreases)



Determinants of Indonesian Conventional and Islamic Bank Depositor Trust 
During The Covid-19 Pandemic12

The assessment categories ranged from (1) strongly disagree to (4) strongly 
agree. The use of these categories without a neutral scale was to avoid a biased 
score from respondents. Biased scores from respondents who become modus or 
majority can make sure that a conclusion (Azzara, 2010). 

3.3. Partial Least Squares Structural Equation Modeling (PLS-SEM)
Based on Monecke and Leisch (2012), three PLS-SEM models, the inner model, 
the outer model, and the weight relation. The inner model shows the relationship 
between the latent variables, while the outer model shows the relationship 
between the manifest variable and the latent variable. The weight relation shows 
the estimated value of the latent variable.

The structural, or inner, model describes the relationship model between the 
latent variables formed based on substance theory. PLS-SEM is designed for a 
recursive model (one-way causality) so that there is a relationship between the 
endogenous latent variables, also called the causal chain system, in the form of 
equation 1:

where j=1,2,..., j1, i = 1,2,..., j2, and b=1,2,..., b1
j2	 :	Number of other endogenous latent variables;
b1	 :	Number of exogenous latent variables;
ηj	 :	Endogenous variable j;
ηi	 : Endogenous variable i to i≠j;
βji	 :	Coefficient of the endogenous latent variable -i to the endogenous latent 

variable j;
γjb 	 :	Coefficient of the exogenous latent variable-b to the endogenous latent 

variable j;
ζj	 :	Measurement error (inner residual) latent variable j

In other PLS-SEM measurements, the measurement, or outer, model describes 
the relationship between the latent variables and their indicators. There are two 
models in the outer model: the formative and reflective indicator models (Hair et 
al., 2017).

3.3.1. Parameter Estimation of PLS-SEM	
The least-squares method is used to estimate the parameters in PLS-SEM. Previous 
studies related to parameter estimations for PLS-SEM based on the least squares 
method include those of Trujillo (2009) and Ghozali & Latan (2015). 

3.3.2. PLS-SEM Model Evaluation
Model evaluation (goodness of fit) includes evaluation of the structural and 
measurement models. A review of the measurement model or outer model is 
conducted to assess the model’s validity and reliability. Measurement models 
with reflective indicators can be evaluated using several methods, including:

(1)
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1. 	 Convergent Validity 
Convergent validity relates to the principle that the manifest variables of a construct 
should be highly correlated. It can be measured based on the following values:
a.	 Loading factor. The rule of thumb commonly used to assess convergent 

validity is that the loading factor value must be higher than 0.7 for confirmatory 
research. A loading factor value between 0.6-0.7 for explanatory research is 
still acceptable (Chin, 1998).

b.	 Average Variance Extracted (AVE). The AVE value must be greater than 0.50, 
which means that 50% or more of the indicator variance can be explained 
(Chin, 1998). The AVE calculation formula is:

	 where var (εjk) = 1 - l2
jk and l2

jk = (yj
’ yj)-1 yj

’ xk ; y is the latent variable score; j is the 
number of latent variables (j=1,2,..,4); and k is the number of indicator variables 
(k=1,2,…,28). 

2.	 Discriminant Validity
Discriminant validity relates to the principle that the different manifest variables 
should not be highly correlated. It can be measured based on the cross-loading 
value; the value for each variable must be > 0.7. The latent construct predicts the 
block size better than the other block sizes if the construct correlation with the 
measurement item is more significant than the correlation with other constructs 
(Trujillo, 2009).
3.	 Reliability 
A reliability test is used to measure the consistency of the instruments measuring 
the concepts or it can also be used to measure the viscosity of the respondents in 
answering the instrument. The reliability test in PLS can use composite reliability 
and Cronbach’s alpha methods.
a.	 Composite reliability measures the actual reliability value of a construct and 

is better at estimating internal consistency. The rule of thumb for alpha or 
composite reliability values is that they must be greater than 0.7, although 0.6 
is acceptable (Santosa, 2018). The formula for calculating composite reliability 
is:

(2)

	 where ljk is a loading factor between indicator k and latent variable -j and var (εjk) 
= 1 - l2

jk and l2
jk = (yj

’ yj)-1 yj
’ xk; y is the latent variable score; j is the number of latent 

variables (j=1,2,..,4); and k is the number of indicator variables (k=1,2,…,28).
b.	 Cronbach’s alpha measures the lower limit of the reliability value of a construct. 

This value reflects the reliability of all the indicators in the model. The value of 
Cronbach’s alpha must be greater than 0.7 for confirmatory research, although 
0.6 is acceptable for explanatory research (Chin, 1998).

(3)
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Structural models can be evaluated using:
1.	 R-Square for dependent constructs
Structural models can be evaluated by observing the significance of the 
relationship between the constructs or latent variables. This can be seen from the 
path coefficient, which describes the relationship between the latent variables. The 
results can be obtained from the significance of the path coefficient of the t-test 
(critical ratio) acquired from the bootstrapping process (resampling method). 
Chin, cited in Ghozali & Latan (2015), states that the criteria are value limits of R2 in 
three classifications, namely 0.67, 0.33, and 0.19, indicating substantial, moderate, 
and weak.
2.	 Prediction relevance (Q2)
This test is conducted to measure how well the model’s observation value and 
its parameter estimates. This technique can present cross-validation and fitting 
functions with the observed variables’ predictions from the construct parameters. 
The approach was adopted by PLS using a blindfolding procedure (Ghozali & 
Latan, 2015) with the formula: 

SSE is the sum of the squares of prediction error and SSO is the sum of the square 
errors using the mean for prediction. The value of Q2>0 shows that the model has 
predictive relevance, while Q2<0 shows that the model lacks predictive relevance.
3.	 Significance (two-tailed)
To determine the effect of the variables through the bootstrapping procedure. 
The significance value used were the t-values of 1.65 (significance level =10%), 1.96 
(significance level = 5%), and 2.58 (significance level = 1%) (Trujillo, 2009).
4.	 The Goodness of Fit (GoF) Index
The GoF index, developed by Tanenhaus et al. (2005), can be used to evaluate 
structural models and overall measurements, which can be calculated using the 
following formula:

(4)

where  is the average of the AVE and  is the average value of R-squared. The 
value criteria of GoF is GoF small if the value of GoF≤0.1, GoF medium if it is 0.25 ≤ 
GoF<0,36, and GoF large if the value of GoF≥0,36 (Trujillo, 2009).

(5)



Journal of Islamic Monetary Economics and Finance, Vol. 7, Special Issue, 2021 15

IV. RESULTS AND ANALYSIS
4.1. Results
In Table 4, the demographics of the respondents are presented.

Table 4. 
Respondent Demographics

No Category Percentage
1 Respondent’s Age  

< 20 years old 2.12 %
20 - 25 years old 24.82 % 
25 -35 years old 58.86 %
35 - 50 years old 14.18 %

2 Respondent’s Education  
Senior High School 3.68%
College 3.68%
Undergraduate 37.32%
Postgraduate 55.30%

3 Top Nine Repondent Occupations  
Professional Private Sector 38.26%
Professional Government Employee 32.14%
Enterpreneur 7.14 %
Student 5.61%
State Owned Enterprise Employee 5.10%
Non-professional Private Sector 4.08%
Non-professional Government Employee 3.57%
Lecturer 3.06%
Housewife 1.02%

4 Top Six Conventional Bank Saving Motivations  
Payroll 40.96%
Incentive Payments 15.96%
Bank Reputation 15.06%
Guarantee from Deposit Insurance 14.75%
Financial Planning (Hajj, Umrah, Education) 9.93%
Ease of Transactions 3.31%

5 Top Seven Islamic Bank Saving Motivations  
Management Fund Principles/ Sharia Compliance 33.15%
Safe Deposits of Funds 16.44%
Guarantee from Deposit Insurance 15.63%
Bank Reputation 13.75%
Payroll 13.02%
Incentive Payments 5.92%
Rate of Return 1.89%
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4.2. PLS-SEM Results
Modeling based on the PLS-SEM method was conducted using qualitative data 
to determine the factors influencing conventional and Islamic banks factors in 
undertaking activities related to depositor funds. These results are essential in 
determining the factors influencing customers’ choice of conventional and Islamic 
banks, and whether there are similarities and differences, particularly ones 
associated with the COVID-19 pandemic.

4.2.1. PLS-SEM Results Using All Variables for Conventional and Islamic Banks
The modeling of factors influencing conventional and sharia bank selection 
based on the PLS-SEM method was conducted by evaluating the model and 
the measurement model. The model structure included four latent variables 
for conventional banks, consisting of one endogenous latent variable and three 
exogenous latent ones. These can be seen in Table 2. The outer loading value 
results for all of the indicators are presented in Table 5.

Table 5. 
Outer Loading Values from All the Indicators for Conventional Banks

No Variable Indicator Outer Loading Decision

1. Conventional Bank Depositor 
Trust (η1c)

y1c 0,819 Valid
y2c 0,879 Valid
y3c 0,815 Valid
y4c 0,867 Valid
y5c 0,872 Valid
y6c 0,869 Valid
y7c 0,818 Valid
y8c 0,810 Valid

2. Perception of Interest Rate (ξ1c)

x11c 0,913 Valid
x12c 0,757 Valid
x13c 0,826 Valid
x14c 0,908 Valid

3. Perception of IPI (ξ2c)

x21c 0,702 Valid
x22c 0,925 Valid
x23c 0,887 Valid
x24c 0,461 Not Valid

4. Perception of Inflation (ξ3c)

x31c 0,396 Not Valid
x32c 0,884 Valid
x33c -0,027 Not Valid
x34c 0,608 Not Valid

In Table 5, it can be seen that the majority of the indicators of many research 
variables have an outer loading value of >0.7. However, some indicators have outer 
loading values <0.7, namely x24c, x31c, x33c, x34c. Therefore, these indicators and ξ3c 
were removed from the model because ξ3c only includes an indicator. The model 
was then reestimated by removing the arrow that has an outer loading below 0.7.
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The model structure includes four latent variables for the Islamic banks, 
consisting of one endogenous latent variable and three exogenous latent ones. 
In the conventional banking trust equation model, the endogenous variable is 
depositor trust. In contrast, the exogenous variable is the perception of the interest 
rate, of IPI, and of inflation. In the Islamic banking trust equation model, the 
variable is also depositor trust, while the exogenous variable is the perception of 
the profit sharing of Islamic banks, of IPI and of inflation. The endogenous latent 
variable and exogenous latent variable can be seen in Table 3. The outer loading 
value results for all of the indicators are presented in Table 6.

Table 6. 
Outer Loading Values of All of the Indicators for Islamic Banks

No Variable Indicator Outer Loading Decision

1. Islamic Bank Depositor Trust (η1s)

y1s 0,777 Valid
y2s 0,858 Valid
y3s 0,832 Valid
y4s 0,894 Valid
y5s 0,869 Valid
y6s 0,856 Valid
y7s 0,849 Valid
y8s 0,832 Valid

2. Equivalent Yield Rate of Islamic 
Banks (ξ1s)

x11s 0,961 Valid
x12s 0,352 Not Valid
x13s 0,371 Not Valid
x14s 0,707 Valid

3. Perception of IPI (ξ2s)

x21s 0,896 Valid
x22s 0,930 Valid
x23s 0,935 Valid
x24s 0,323 Not Valid

4. Perception of IS (ξs3)

x31s 0,075 Not Valid
x32s -0,455 Not Valid
x33s 0,764 Valid
x34s -0,302 Not Valid

In Table 6, it can be seen that the indicator of many research variables has an 
outer loading value of > 0.7. However, several indicators that have an outer loading 
value of <0.7, namely x12s, x13s, x24s, x31s, x32s, x34s. Therefore, these indicators and ξ3s 
were removed from the model because ξ3s only includes an indicator. The model 
was then reestimated by removing the indicator with an outer loading below 0.7.
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4.2.2. PLS-SEM Reestimation Results for Conventional Banks

Figure 1. 
Structural Model for the Conventional Bank Depositor Trust Model

y1c y2c y3c y4c y5c

Eta_1c

Ksi_1c Ksi_2c

x_11c x_12c x_13c x_14c x_21c x_22c x_23c

11

1

y6c y7c y8c

The modeling of factors affecting the selection of conventional banks based 
on the PLS-SEM method was conducted by creating a path diagram, converting it 
into structural and measurement equations, and then estimating the parameters. 
The next step was to evaluate the model by observing the evaluation of the outer 
and inner models. Furthermore, analysis and interpretation of the structural 
model and measurement and assessment of the suitability of the overall model 
were performed using the Goodness of Fit criteria. The relationship between the 
variables is illustrated in Figure 1 based on the path diagram.

4.2.2.1. Measurement Model Evaluation for Conventional Banks
Table 7 shows the results of the outer loading after reestimation, demonstrating 
that each indicator of the research variables has met the requirements, which is ≥ 
0.7. Therefore, there was no need to reestimate the outer loading process.
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Table 7. 
Outer Loading Values after Reestimation of the Conventional Banks

No Variable Indicator Outer Loading Decision

1. Conventional Bank Depositor 
Trust (η1c)

y1c 0,819 Valid
y2c 0,880 Valid
y3c 0,818 Valid
y4c 0,868 Valid
y5c 0,875 Valid
y6c 0,870 Valid
y7c 0,818 Valid
y8c 0,802 Valid

2. Perception of Interest Rate (ξ1c)

x11c 0,913 Valid
x12c 0,757 Valid
x13c 0,826 Valid
x14c 0,908 Valid

3. Perception of Industry 
Productivity Index (ξ2c)

x21c 0,717 Valid
x22c 0,926 Valid
x23c 0,885 Valid

Another method used to check the value of convergent validity is to evaluate 
the Average Variance Extracted (AVE) of each latent variable. According to Santosa 
(2018), the AVE value should be ≥ 0.5 to ensure that each variable has convergent 
validity worth using. The AVE values obtained through the software are shown in 
Table 8, in which it can be seen that all the variables have an AVE value of ≥ 0.5,  
so meet the validity.

Table 8. 
Validity Test Results on AVE for Conventional Banks

Variable AVE Result
Conventional Bank Depositor Trust (η1c) 0.713 Valid
Perception of Interest Rate (ξ1c) 0.728 Valid
Perception of IPI (ξ2c) 0.718 Valid

The next step in evaluating the measurement model is to assess the discriminant 
validity by observing the cross-loading value. The cross-loading criterion for each 
indicator measuring its construct must have a higher correlation with the latent 
variable than the other latent variables. Table 9 shows the cross-loading value of 
each indicator.
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Table 9. 
Cross Loading Values of Conventional Banks

Motivation of Conventional 
Bank Customers IPI Interest rate

Perception of Interest 
Rate (ξ1c) 

x11c 0,271 0,261 0,913
x12c 0,072 0,204 0,757
x13c 0,138 0,205 0,826
x14c 0,202 0,211 0,908

Perception of IPI
(ξ2c)

x21c 0,293 0,717 0,071
x22c 0,511 0,926 0,231
x23c 0,534 0,885 0,304

Conventional Bank 
Depositor Trust
(η1c)

y1c 0,819 0,500 0,272
y2c 0,880 0,578 0,244
y3c 0,818 0,419 0,158
y4c 0,868 0,390 0,152
y5c 0,875 0,450 0,184
y6c 0,870 0,478 0,146
y7c 0,818 0,371 0,165
y8c 0,802 0,444 0,205

Based on the data presented in Table 9, it can be seen that each indicator in 
the research variable has a very high cross-loading value on its latent variable 
compared to that for the other variables. From the results, it can be stated that the 
indicators used in this study have good discriminant validity in compiling their 
respective variables.

The next step in evaluating the measurement model is to test the reliability, 
which shows the accuracy, consistency, and accuracy of an instrument in making 
measurements. The reliability test can use the composite reliability method and 
Cronbach’s alpha, each of which has a value of ≥ 0,7. Table 9 shows the output 
results, which include the composite reliability and Cronbach’s alpha of the latent 
variables.

Table 10 
Composite Reliability and Cronbach’s Alpha of Conventional Banks

Variable Composite 
Reliability Cronbach’s Alpha Result

Conventional Bank Depositor Trust (η1c) 0.952 0.713 Reliable
Perception of Interest Rate (ξ1c) 0.914 0.728 Reliable
Perception of IPI (ξ2c) 0.883 0.718 Reliable

The results shown in Table 10 contain three latent variables, each with 
composite reliability and Cronbach’s alpha values of ≥ 0,7. Therefore, it can be 
concluded that the model is reliable. Furthermore, the analysis of the structural 
model testing can continue.
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4.2.2.2. Structural Model Evaluation for Conventional Banks
Evaluation of structural models can be performed to ensure that they have been 
built accurately; the analysis can be made using the coefficient of determination. 
A better coefficient of determination value (R2) implies a greater influence of the 
exogenous latent variables on the endogenous variables. The R2 is only owned by 
the endogenous variables. For conventional banks generated R2 for endogenous 
variables of 0.808. This indicates that 80.8% of the variation in the latent variables, 
namely conventional banks, can be explained by the exogenous latent variables of 
interest rates and IPI. 

4.2.2.3. Hypothesis Testing for Conventional Banks
Hypothesis testing was also conducted, which aimed to determine the effect of the 
indicators on the exogenous variables (outer model) and of the exogenous latent 
variables on endogenous latency (inner model). The path coefficient and t-statistic 
values used to test the statistical hypothesis on the structural model were obtained 
through the bootstrapping process. The processing results for estimating the inner 
model parameters are summarised in Table 11.

Table 11. 
Output Path Coefficient for Conventional Banks

Variable Original 
Sample (O)

Sample Mean 
(M)

Standard 
Deviation 
(STDEV)

T Statistics (|O/
STDEV|)

IPI -> Conventional Bank 
Depositor Trust 0.522 0.530 0.051 10,212

Interest Rate -> Conventional 
Bank Depositor Trust 0.695 0.704 0.050 17,721

Statistical hypothesis testing was conducted using a significance level of α=5% 
and obtained t-table=1.97. Based on the results of the analysis shown in Table 10, 
the interpretation of the inner model hypothesis test results is as follows:

a.	 H0: γ11c=0 (the interest rate variable (ξ1c) does not significantly influence 
conventional bank customer motivation (η1c))

	 H0: γ11c≠0 (the interest rate variable (ξ1c) significantly influences conventional 
bank customer motivation (η1c))

	 With reference to Table 11, a t-statistic value of 17,721 was obtained. Because 
the value of tstatistic=17,721> ttable=1,97, the decision is to reject H0. This means 
that the interest rate variable (ξ1c) significantly influences conventional bank 
customer motivation (η1c)

b.	 H0: γ12c=0 (the IPI variable (ξ2c) does not significantly influence conventional 
bank customer motivation (η1c))

	 H0: γ12c≠0 (the IPI variable (ξ2c) significantly influences conventional bank 
customer motivation (η1c))
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	 Referring to Table 11, a t-statistic value of 10,212 was obtained. Because the 
value of tstatistic  10,212> ttable  1,97, the decision is to reject H0. This means that 
the variable of IPI (ξ2c) significantly influences conventional bank customer 
motivation (η1c)

4.2.2.4. Estimation Results for Conventional Banks
The final form of the structural equation from the path diagram in Figure is 
presented in equation (6) as follows: 

The interpretation is that if there is a change in customer perception due to an 
increase in interest rates, there will be a decrease in conventional bank customers’ 
motivation by 0.095 units. If there is a change in customers’ perception due to 
an increase in IPI, there will be an increase in conventional bank customers’ 
motivation by 0.552 units.

4.2.3. PLS-SEM Reestimation Results for Islamic Banks

(6)
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Figure 2. 
Structural Model for Islamic Bank Depositor Trust Model

The modeling of factors affecting the selection of Islamic banks based on 
the PLS-SEM method was performed by creating a path diagram, converting it 
into structural and measurement equations, and estimating the parameters. The 
next step was to evaluate the model by observing the evaluation of the outer 
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and inner models. Furthermore, analysis and interpretation of the structural 
model and measurement and assessment of the suitability of the overall model 
were conducted using the Goodness of Fit criteria. The relationship between the 
variables is illustrated based on the path diagram in Figure 2.

4.2.3.1. Measurement Model Evaluation for Islamic Banks
Table 12 results from outer loading after reestimation, showing that each indicator 
of the research variable has met the requirement, which is ≥ 0,7. Therefore, there is 
no need to re-estimate the outer loading process.

Table 12. 
Islamic Bank Outer Loading Values after Reestimation

No Variable Indicator Outer Loading Decision

1. Islamic Bank Depositor Trust 
(η1s)

y1s 0,784 Valid
y2s 0,862 Valid
y3s 0,831 Valid
y4s 0,893 Valid
y5s 0,867 Valid
y6s 0,850 Valid
y7s 0,845 Valid
y8s 0,831 Valid

2. Equivalent Yield Rate of 
Islamic Banks (ξ1s)

x11s 0,961 Valid
x14s 0,706 Valid

3. Perception of IPIs (ξ2s)
x21s 0,895 Valid
x22s 0,930 Valid
x23s 0,935 Valid

Table 13. 
Validity Test Results based on AVE for Islamic Banks

Variable AVE Result
Islamic Bank Depositor Trust (η1s) 0,716 Valid
Equivalent Yield Rate of Islamic Banks (ξ1s) 0,711 Valid
Perception of IPIs (ξ2s) 0,847 Valid
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Another method used to check the value of convergent validity is to evaluate 
the Average Variance Extracted (AVE) of each latent variable. According to Santosa 
(2018), the AVE value should be ≥ 0.5 to ensure that each variable has convergent 
validity worth using. The AVE values obtained through software can be seen in 
Table 12, in which it is shown that all the variables have values of ≥ 0.5 so meet 
the validity.

The next step in evaluating the measurement model is to assess discriminant 
validity by observing the cross-loading values. The cross-loading criterion for each 
indicator measuring its construct must have a higher correlation with the latent 
variable than the other latent variables. The following is the cross-loading value 
of each needle:

Based on the data presented in Table 13, it can be seen that each indicator 
in the research variable has the highest cross-loading value on its latent variable 
compared to that on the other variables. Based on the results obtained, it can be 
stated that the indicators used in this study have good discriminant validity in 
compiling their respective variables.

The next step in evaluating the measurement model is to test its reliability. 
Reliability shows the accuracy, consistency, and accuracy of an instrument in 
making measurements. The reliability test can use the composite reliability 
method and Cronbach’s alpha, each of which has a value of ≥ 0.7. Table 14 shows 
the output results, which includes the composite reliability and Cronbach’s alpha 
of the latent variables.

Table 14. 
Cross Loading Values of Islamic Banks

Motivation of 
Islamic Bank 

Customers
IPI Sharing 

Profit

Equivalent Yield Rate of 
Islamic Banks (ξ1s) 

x11s 0,314 0,177 0,961
x14s 0,122 0,120 0,706

Perception of IPIs
(ξ2s)

x21s 0,294 0,895 0,059
x22s 0,321 0,930 0,221
x23s 0,331 0,935 0,209

Islamic Bank Depositor Trust 
(η1s)

y1s 0,784 0,249 0,375
y2s 0,862 0,271 0,330
y3s 0,831 0,222 0,236
y4s 0,893 0,271 0,223
y5s 0,867 0,343 0,180
y6s 0,850 0,322 0,135
y7s 0,845 0,271 0,157
y8s 0,831 0,353 0,278
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Table 14 contains three latent variables each with composite reliability and 
Cronbach’s alpha values of≥ 0.7. It can thus be concluded that the model formed is 
reliable and analysis of the structural model testing can continue.

4.2.3.2. Structural Model Evaluation for Islamic Banks
Evaluation of the structural models can be used to ensure that their build is accurate. 
Structural model analysis can be performed using the coefficient of determination. 
A higher value (R2) implies a greater influence of the exogenous latent variables 
on the endogenous variables. The R2 is only owned by endogenous variables. 
For Islamic banks the generated R2 for endogenous variables of 0.773. This value 
indicates that 77.3% of the variation in the latent variables, namely Islamic banks, 
can be explained by the exogenous latent variables of interest rates and IPI. 

4.2.3.3. Hypothesis Testing for Islamic Banks
Hypothesis testing was also conducted, with the aim to determine the effect of the 
indicators on the exogenous variables (outer model) and of the exogenous latent 
variables on endogenous latency (inner model). The path coefficient and t-statistic 
values used to test the statistical hypothesis on the structural model were obtained 
through the bootstrapping process. The processing results for estimating the inner 
model parameters are summarised in Table 16.

Table 15. 
Composite Reliability and Cronbach’s Alpha for Islamic Banks

Variable Composite 
Reliability Result

Islamic Bank Depositor Trust (η1s) 0,953 Reliable
Equivalent Yield Rate of Islamic Banks (ξ1s) 0,828 Reliable
Perception of IPIs (ξ2s) 0,943 Reliable

Table 16. 
Output Path Coefficients for Islamic Banks

Variable Original 
Sample (O)

Sample 
Mean (M)

Standard 
Deviation 
(STDEV)

T Statistics (|O/
STDEV|)

Perception of IPI -> Islamic Bank 
Depositors Trust 0,300 0,301 0,095 3,165

Equivalent of Yield Rate Islamic 
Bank -> Islamic Bank 0,238 0,251 0,069 3,457

The statistical hypothesis testing was performed using a significance level 
of α=5% and obtained t-table=1.97. Based on the results of the analysis shown in 
Table 15, the interpretation of the inner model hypothesis test results is as follows.
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a.	 H0: γ11s=0 (the equivalent yield rate of Islamic banks variable (ξ1s) does not have 
a significant effect on Islamic bank customer motivation (η1s))

	 H0: γ11s≠0 (the equivalent yield rate of Islamic banks variable (ξ1s) significantly 
influences Islamic bank customer motivation (η1s))

	 As shown in Table 16, a t-statistic value of 3,457 was obtained. Because the value 
of tstatistic= 3,457> ttable=1,97; therefore the decision was to reject H0, meaning that 
the profit sharing (ξ1s)variable significantly influences Islamic bank customer 
motivation (η1s)

b.	 H0: γ12s=0 (the IPI variable (ξ2s) does not have a significant effect on Islamic 
bank customer motivation (η1s))

	 H0: γ12s≠0 (the IPI variable (ξ2s) significantly influences Islamic bank customer 
motivation (η1s))

	 Table 16 shows that a t-statistic value of 3,165 was obtained. Because the value 
of tstatistic= 3,165> ttable= 1,97, the decision was to reject H0, which means that 
the IPI variable (ξ2s) significantly influences Islamic bank customer motivation 
(η1s).

4.2.3.4. Estimation Results for Islamic Banks
The final form of the structural equation from the path diagram in Figure 6 is 
presented in equation (7): 

It is interpreted that if there is a change in customer perception due to an 
increase in profit sharing, there will be an increase in Islamic bank customers’ 
motivation of 0.238 units. If there is a change in customer perception due to a rise 
in IPI, there will be an increase in Islamic bank customer motivation by 0.300 units.

4.3. Analysis and Discussion
Perception of Interest Rates 
The PLS model findings are not in line with those of Widowati & Mustikawati 
(2018), who found that that the perception of reasonable interest rates adversely 
affected the intention to save in conventional banks. The findings of this study 
are also inconsistent with those of Rini & Mustikawati (2019), who found that 
customers’ perceptions of interest rates significantly affected their desire to save 
in state-owned banks in Rejowinangun. Similarly, the PLS model findings are 
different to those of Sumolang (2019), who demonstrated that farmers in Indonesia 
with savings claimed to be satisfied with the interest rates earned at Indonesian 
commercial banks.

This finding was confirmed by the respondents’ answers to the conventional 
bank interest rate questions. The majority, 54.5%, indicated that they strongly 
disagreed that their reason for saving at conventional banks was attractive interest 
rates. In the interest rate question group, most respondents (51.2%) indicated that 
they strongly disagreed with the statement that they made withdrawals from 

(7)
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conventional banks when the interest rate decreased. Most of the respondents, 
46.9%, also indicated that they strongly disagreed that they would not open a 
conventional bank deposit account if the interest rate were too low.

Another reason why conventional bank interest is not a dominant reason for 
customers to save funds in conventional banks is reflected in the respondents’ 
answers given in the data description in Chapter 4. The majority of respondents 
chose to use conventional banks because they were paid higher salaries. Reached 
the largest number, namely 131.40%, then followed by incentive payments at 
51.15%, followed by guaranteed deposit institutions, security for deposit funds, 
and bank reputation, which each scored 49.15%.
Perception of Equivalent Yield Rate of Islamic Banks 
The PLS model results show an effect of the equivalent yield rate of Islamic banks 
on the saving behaviour in Islamic banks. This finding is in line with the results 
of Risal and Alexander’s (2019) analysis. Their study revealed an  number of 
0.413, which means that the equivalent yield rate of Islamic banks could explain 
41.3% of the changes in the decision variable related to the use of Islamic banking 
services for mudharabah savings for customers in Medan, North Sumatra. This 
finding is also in line with Hutagalung’s (2017) analysis, which provides evidence 
of the effect of perceptions of the equivalent yield rate of Islamic banks on interest 
in becoming a customer of Islamic banks in Medan, North Sumatra. The SEM-
PLS model analysis results are also in line with the research results of Hariadi & 
Angriani (2018), which showed an effect of the equivalent yield rate of Islamic 
bank perceptions on interest in saving at Islamic banks in the city of Surabaya, 
East Java.

This finding can be confirmed by the respondents’ answer to the question 
on the level of the equivalent yield rate of Islamic banks. As stated in the data 
description in Chapter 4, most respondents, namely 41.2%, agreed that the reason 
for saving funds in Islamic banks was because there was a fair equivalent yield rate. 
The highest number of respondents, 46.4%, disagreed that they would withdraw 
their Islamic bank savings if this rate fell.
Perception of IPI 
The PLS model analysis results show a significant positive effect of the industrial 
production index on the interest in saving in Islamic banks. This finding is in line 
with the respondents’ answers; the majority, 68.7%, agreed that if the IPI number 
increased, it would increase their interest in making savings in conventional banks. 
In the Islamic bank category, the figure was 66.3%.
Perception of Inflation 
The PLS model analysis results show no significant positive effect of inflation on 
interest in saving. This finding contradicts the study of Putri (2019), who concluded 
that the perception of inflation influenced interest in saving at Islamic banks in the 
city of Padang Sidempuan. This finding is also different to those of Guntara (2020), 
who found that inflation had an effect on interest in saving at conventional banks 
in Medan.

This finding is in line with the respondents’ answers, as discussed in Chapter 
4. The majority of respondents, 44.6%, disagreed that if inflation were low, they 
would decide to save funds. As for Islamic banks, 48.4% of respondents disagreed 
that high inflation would make them withdraw funds.
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Comparison of the Effects of Interest and Profit Sharing on Bank Customer Trust
Explanation of the comparison between the role of interest and profit sharing 
in bank customers’ trust. Based on the results of the study, it was found that 
interest rates did not affect conventional bank customers’ trust. It is better if the 
profit-sharing of an Islamic bank affects the trust of Islamic bank customers. This 
issue emerges amongst customers who have two types of bank account (that is, 
the respondents of this study). Islamic teachings prohibit interest, so Muslim 
customers have no choice but to avoid banks. In contrast, profit sharing for Muslim 
customers indicates how Islamic banks have implemented Islamic principles well 
and how the banks manage their business.

V. CONCLUSION AND RECOMMENDATION
5.1. Conclusion
Based on the research objectives and considering the results and discussion, it is 
concluded that by using primary data, there is an influence of internal factors, 
namely bank interest, and external factors, namely IPI, as representations of 
national economic conditions affecting customer trust. This is one of the assets 
that influences the amount of depositor funds in conventional banks, to keep 
qualitatively using conventional banks during the COVID-19 pandemic based on 
the PLS method. Other external factors, such as inflation, do not affect the trust of 
conventional bank customers.

By using primary data, there is an influence of internal factors, namely 
profit-sharing, and external, namely IPI as a representation of national economic 
conditions on customer trust as an asset that affects the amount of DEPOSITOR 
FUNDS in Islamic banks, to continue to use Islamic banks during the COVID-19 
pandemic qualitatively based on the PLS methods. Meanwhile, other external 
factors such as inflation do not affect customer confidence in Islamic banks.

5.2. Recommendations
This research provides input into policy consideration for three parties. The 
first party comprises the practitioners, such as conventional and Islamic bank 
managers. The second group is the regulators, namely Bank Indonesia, the 
Financial Services Authority, and the Deposit Insurance Corporation, and third 
parties are suggestions for further research.

5.2.1. Recommendations for Practitioners
Conventional Banks 
Conventional and Islamic banks are expected to provide the best performance 
to convince customers to maintain their savings with them. For banks, it is also 
necessary to a fair and attractive set of interests or equivalent yield rated of Islamic 
Banks. Based on the study results, these factors prove to be the determinants of 
bank customer trust. Banks also need to convey correct and useful information 
so that customers will be aware of their condition. This needs to be done because 
sufficient information will influence customer confidence. Conventional banks 
need to strive to maintain good governance according to government regulations 
in order to maintain customer confidence. 
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5.2.2. Recommendations for the Government and Regulators 
The study results can be used as a policy basis for how banking regulators in 
Indonesia can strive to maintain bank customers’ trust in Indonesia. Regulators 
related to this research study include Bank Indonesia, the Financial Services 
Authority, the Deposit Insurance Corporation, the Financial System Stability 
Committee and the Ministry of Economic Affairs. 
Bank Indonesia
Bank Indonesia, which is essential in maintaining inflation and exchange rates, 
plays a vital role in maintaining economists’ confidence and persuading depositors 
to keep saving money in banks. Bank Indonesia is expected to be able to set a 
fair and attractive benchmark interest rate, which is an important reference for all 
banks in Indonesia. 
Financial Services Authority
The Financial Services Authority, as a bank supervisor, plays a vital role in 
customer trust. The FSA should continue its role in promoting fair, standardised 
and transparent bank governance. This will have an impact on maintaining the 
trust of bank customers in Indonesia. A banking system with zero fraud and zero 
moral hazards will have a positive effect on customer confidence. The FSA needs 
to use law enforcement for troubled banks.
Deposit Insurance Corporation
The Deposit Insurance Corporation also plays a vital role in maintaining the trust 
of bank customers. This institution should continue to campaign for bank deposit 
insurance to the public. Guaranteeing the safety of customer funds is crucial for 
customer trust. Fund insurance campaigns could be run through the mass media 
and social media. 
Financial System Stability Committee 
Macroprudential and economic conditions are essential for bank customers. The 
role of the financial system stability committee in dealing with crisis risks needs 
to be continued. The committee should provide regular and routine information 
about economic conditions and how to take steps to mitigate the risk of crises.
Ministry of Economic Affairs 
The ministry’s role in the economic sector includes the authority to determine 
policies to advance the country’s economy. Of course, this policy can affect the 
trust of bank customers. Therefore, the ministry should continue making policies 
that positively impact bank customers, such as tax and tariff regulations.

5.2.3. Recommendations for Further Research
Future studies should examine the determinants of the variables that have not 
been studied in this research. These include sharia compliance for Islamic banks, 
and sociodemographic factors such as education, occupation, location of residence, 
religion, income level, and gender, amongst others. Further research should also 
increase the number of respondents in order to represent the Indonesian people 
better.
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