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Abstract

This paper aims to examine the main factors that influence the adoption of Islamic banking services in Indonesia. This research collects 
primary data by distributing questionnaires to 550 respondents in 29 provinces in Indonesia. A total of 550 questionnaires were returned 
comprising 34.2 percent male respondents and 65.8 percent female respondents. Most of the respondents were in the age group of  
21–30 years with the highest level of education being high school. Most of the respondents were working in private firms, with a monthly 
expenditure of IDR 2,500,000. The independent variables in this study are bank reputation, perceived complexity, perceived compatibility, 
perceived risk, relative advantage, religiosity, and social influence. Meanwhile, the dependent variable is customer interest in adopting 
Islamic banking services. The result of this study indicates that awareness and perceived compatibility have a positive effect on customer 
intention to adopt Islamic banking services. Likewise, religiosity and social influence also have a significant and positive effect on customer 
intention to adopt Islamic banking services. Meanwhile, bank reputation and perceived complexity have no effect on customer intention 
to adopt Islamic banking services. Lastly, perceived risk has a negative and significant effect on customer intention of adopting Islamic 
banking services in Indonesia.
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banking system was responded to quickly by the government 
with the enactment of Law Number 7 of 1992 about banking, 
which was later amended by Law Number 10 of 1998 - which 
stipulates that banks can operate based on Islamic principles. 
By then, the Islamic banking industry had an adequate legal 
basis as followed by the issuance of Act Number 21 of 2008 
concerning Islamic Banking. According to data 2019 data 
from Financial Services Authority (Otoritas Jasa Keuangan 
- OJK), there are around 189 Islamic banks consisting of  
14 Sharia Commercial Banks (Bank Umum Syariah - BUS), 
20 Sharia Business Units (Unit Usaha Syariah - UUS), and 
164 Sharia Rural Banks (Bank Pembiayaan Rakyat Syariah - 
BPRS) in Indonesia (Otoritas Jasa Keuangan, 2019). 

The increasing number of Islamic financial institutions 
particularly Islamic banks has not been supported by the 
ability of Islamic banks to promote their services. Lack 
of knowledge and awareness among the people about the 
services offered by Islamic banks hinders the prospect of 
expanding Islamic banking. This situation is proven by 
the low level of Islamic financial literacy in Indonesia, 
which merely reached 38.03 percent (The Jakarta Post, 
2020). This literacy rate reflects the low level of adoption 
of Islamic banking services. For this reason, Islamic banks 
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1. Introduction 

Islamic bank in Indonesia was established in 1991 through 
the establishment of Bank Muamalat Indonesia (BMI). The 
bank was founded in 1991, based on the initiative of the 
Indonesian Council of Ulamas (MUI) and under the auspices 
of the Government of Indonesia. However, the operation of 
Islamic banks in Indonesia had formally begun in 1992. 
The early development of Islamic banking in the national 
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offer a variety of service innovations that meet the needs 
of customers, both in terms of funding and financing  
(The Jakarta Post, 2020).

Comprehending the determinants of Islamic banking 
services adoption is crucial so that appropriate measures can 
be undertaken by Islamic financial institutions to keep pace 
with stiff competition within the industry. Institutional factors 
such as safe facilities (Amin et al., 2013) could influence the 
community in adopting Islamic banking services. In addition 
to that, other factors are also found to be influential such as 
bank reputation, a sense of comfort, quality of staff, ATM 
availability, quality and speed of service, cost, the influence 
of family and friends, variety of services, and so forth 
(Echchabi & Olaniyi, 2012; Obeid & Kaabachi, 2016).

This study aims to evaluate the effect of bank reputation, 
perceived complexity, perceived compatibility, perceived 
risk, relative advantage, religiosity, and social influence 
on customer intention to adopt Islamic banking services in 
Indonesia. This research broadens the theory of innovation 
diffusion (Rogers, 2003) which is further used by (Amin 
et al., 2013; Ayinde & Echchabi, 2012; Aziz et al., 2015; 
Echchabi et al., 2014; Echchabi & Aziz, 2012a). This study 
attempts to fill previous research gaps within the Indonesian 
context. The benefit of this study is to help Islamic bank 
managers to identify the Islamic banking services needed by 
customers. The identification of these services is needed for 
the management of Islamic banks to prioritize and allocate 
resources to improve the services. Finally, by identifying and 
prioritizing services, managers can improve their marketing 
strategy as a solution to bring the satisfaction of Islamic bank 
customers in Indonesia.

2. Literature Review 

In various countries, customer behavior towards Islamic 
banking services has been widely discussed by a number 
of researchers. Various aspects related to the relationship 
between the customer and Islamic banking services have 
been discussed by various studies (Abou-Youssef et al., 
2015; Bananuka et al., 2019; Bashir, 2012; Echchabi & Aziz, 
2012a; Kaabachi & Obeid, 2016; Okumus & Genc, 2013; 
Souiden & Jabeur, 2015; Souiden & Marzouki, 2015). The 
results showed the relationship of several factors such as 
awareness, bank reputation, perceived complexity, perceived 
compatibility, perceived risk, relative advantage, religiosity, 
and social influence on customer intention to adopt Islamic 
banking services.

The contribution of this research is to modify the model 
that has been used by the existing literature. The independent 
variable in this research model consists of awareness, bank 
reputation, perceived complexity, perceived compatibility, 
perceived risk, relative advantage, religiosity, and social 
influence. Meanwhile, the dependent variable is the intention 
to adopt Islamic banking services. Figure 1 illustrates how 
each independent variable relates to the dependent variable:

Awareness: In various contexts, the relationship between 
customer awareness and intention to adopt Islamic banking 
services has been investigated by existing literature (Daud et 
al., 2011; Khattak & Rehman, 2010; Metawa & Almossawi, 
1998). The strong relationship between customer awareness 
and intention to adopt Islamic banking services has been 
proven in several studies (Echchabi & Aziz, 2012a; Faisal 
et al., 2014; Wahyuni, 2012). By considering the results 

 Figure 1: Research Model
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of previous studies related to the relationship between 
awareness and customer intention to adopt Islamic banking 
services, the following hypotheses can be formulated:

H1: Awareness positively affects customer intention to 
adopt Islamic banking services.

Bank Reputation: The relationship between bank reputation 
and the customer intention to adopt Islamic banking services 
has been examined by many researchers (Lateh et al., 2009; 
Peng et al., 2019). The results of the study by Dusuki and 
Abdullah (2007) and Echchabi and Aziz (2012a) showed that 
the combination of service quality and financial reputation has 
an effect on the customer intention to adopt Islamic banking 
services for customers in Malaysia. Ismail et al. (2014) showed 
that there is a strong relationship between the reputation of 
Islamic banks and the intention of Malaysian customers 
intention to adopt Islamic banking services. Likewise in 
Tunisia, Chebab and Zribi (2012) revealed that customers are 
very concerned about the reputation of banks in determining 
the type of banking services which will be used. In line with 
that, the study by Kaabachi and Obeid (2016) found a strong 
relationship between bank reputation and customer intention 
in using Islamic banking services. By considering the result of 
previous studies related to the bank reputation and customer 
intention to adopt Islamic banking services, the following 
hypotheses can be formulated:

H2: Bank reputation positively affects customer intention 
to adopt Islamic banking services.

Perceived Complexity: Complexity can be defined as 
how difficult the innovation is to understand and/or use 
(Gerrard & Cunningham, 2003; Gerrard et al., 2006; Ram & 
Sheth, 1989). The level of difficulty of innovation in Islamic 
banking services is negatively related to the customer 
intention to adopt the service (Jamsihidi & Hussin, 2013; 
Thambiah et al., 2011). In line with this, Hamid and Nordin 
(2001) proved that one of the important factors for customers 
to adopt Islamic banking services is the ease of service. 
Likewise, Amin et al. (2013) showed that customer intention 
to use financing products in Islamic banks is influenced 
by the extent to which this product is easily understood by 
customers. By considering the result of previous studies 
related to the complexity and customer intention to adopt 
Islamic banking services, the following hypothesis can  
be formulated: 

H3: Complexity negatively affects customer intention to 
adopt Islamic banking services.

Perceived Compatibility: Compatibility can be defined as 
how consistent the innovation is with the values, experiences, 
and needs of the potential adopters (Rogers, 2003). Several 

previous studies show that compatibility is positively related 
to customer intention of adopting the service from Islamic 
bank (Amin et al., 2013; Ayinde & Echchabi, 2012; Aziz et al., 
2015; Echchabi & Aziz, 2012a; Thambiah et al., 2011) prove 
that the decision to adopt Islamic banking services is influenced 
by the compatibility of service with religious and social 
values as well as customer lifestyle and financial condition.  
The result of this study is in line with those conducted by Aziz 
et al. (2015) and Echchabi and Aziz (2012a) who demonstrated 
that the amount of information held by consumers about 
Islamic banks, the relative advantage of Islamic banking, 
and its compatibility with consumer values, lifestyle, and 
banking habits are predictors of its adoption in Morocco. By 
considering the result of previous studies related to service 
compatibility and customer intention to adopt Islamic banking 
services, the following hypothesis can be formulated:

H4: Compatibility positively affects customer intention 
to adopt Islamic banking services.

Perceived Risk: Perceived risk represents an uncertain, 
probabilistic potential future outlay”. In simple terms, perceived 
risk is the ambiguity that consumers have before purchasing 
any product or service (Bauer, 1960; Rattanaburi & Vongurai, 
2021). Gerrard and Cunningham(2003), Kholid (2019), and 
Nguyen and Nguyen (2020) showed a negative relationship 
between risk and intention to adopt Islamic banking services. 
Risk involves uncertainty about the effects/implications of 
activity with respect to something that humans value, often 
focusing on negative, undesirable consequences. Echchabi and 
Aziz (2012a), Thambiah et al. (2011), and Yusof (1999) showed 
that customers attempt to avoid risk by minimizing the use of 
Islamic banking services. Furthermore, Thambiah et al. (2011) 
and Yusof (1999) found that the reason why customers are less 
interested in adopting Islamic banking services is that Islamic 
banks are considered riskier in the absence of guaranteed profits 
from Islamic banks. By considering the result of previous 
studies related to risk and intention to adopt Islamic banking 
services, the following hypothesis can be formulated:

H5: Perceived risk negatively affects customer intention 
to adopt Islamic banking services.

Relative Advantage: Relative advantage is defined as 
the degree to which an innovation is seen as better than the 
idea, program, or product it replaces (Rogers, 2003). Aziz  
et al. (2015), Echchabi and Aziz (2012a), and Thambiah et al. 
(2011) showed that the advantage of Islamic banking in form 
of the functional, ethical and social benefits that customers 
acquire comes from service quality, pricing policies, 
corporate social responsibility, and social prestige. These 
advantages are important factors for customers to adopt 
Islamic banking services. Amin et al. (2013) found a positive 
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 Table 1: Characteristics of Sample

Variable Frequency Percent

Gender Males 188 34.2
Females 362 65.8
Total 550 100.0

Age <20 years old 200 36.4
21–30 years old 339 61.6
>31 years old 14 0.2
Total 550 100.0

Education High School 316 57.4
Diploma 28 0.5
Bachelor 198 36
Master 6 0.1
Doctoral 2 0.0
Total 550 100.0

Working Government officer 14 2.5
Private officer 135 24.5
Entrepreneur 11 0.2
Student 390 70.9
Total 550 100.0

Spending <IDR 2,500,000 500 90.9
IDR 5.001.000 – 
IDR 7.500.000

24 4.4

IDR 7.501.000 – 
IDR 10.000.000

15 2.7

>IDR 10.000.000 11 0.2
Total 550 100.0

Bank Conventional bank 326 59.2

Islamic bank 94 17.0
Conventional and 
Islamic bank

130 23.6

Total 550 100.0

effect of the relative advantage of Islamic banking services 
on customer intention to adopt Islamic banking services in 
Malaysia. In line with that, Kaabachi and Obeid (2016) found 
that the relative advantage is positively related to customer 
intention to adopt Islamic banking services. Considering the 
result of previous studies regarding the relative advantage 
and customer intention to adopt Islamic banking services, 
the following hypothesis can be formulated:

H6: Relative advantage positively affects customer 
intention to adopt Islamic banking services.

Religiosity: Religiosity is defined as the doctrine of one’s 
beliefs about God or other supernatural powers. According to 
Huber and Huber (2012), religiosity is a person’s beliefs about the 
existence and attributes of God. Someone is considered to have 
a religious experience when she/he has been able to determine 
the emotional attitude for something that supports and/or against 
the religious beliefs. Bananuka et al. (2019), Kaawaase and 
Nalukwago (2017), and Muslichah and Sanusi (2019) found a 
positive relationship between religiosity and customer intention 
to adopt Islamic banking services in Uganda and Indonesia. 
The same result was found by Obeid and Kaabachi (2016) who 
proved a strong relationship between religiosity and intention 
of adopting the service from Islamic banks in Tunisia. Thus, the 
following hypothesis can be formulated:

H7: Religiosity positively affects customer intention to 
adopt Islamic banking services. 

Social Influence: Influence from the environment becomes 
an important part in influencing one's intention in adopting 
Islamic banking services (Lajuni et al., 2017). The social 
influence will help individuals to adapt to their environment, 
as an individual effort to survive in an environment that is 
not completely known (Venkatesh & Davis, 2000). Studies 
conducted by Echchabi and Aziz (2012a) showed that 
subjective norms are important factors in examining individual 
intention. Specifically for Islamic financial institutions, several 
researchers also revealed a significant influence between social 
influence and customer intention to adopt Islamic banking 
services (Mohanachandran & Normala, 2019; Sudarsono et al., 
2020). Thus, the following hypothesis can be formulated:

H8: Social influence positively affects customer intention 
to adopt Islamic banking services.

3. Research Method

3.1. Design and Sampling

This study uses a purposive sampling technique with 
the criteria (i) Respondents of this study are people who 
have an account in an Islamic bank or conventional bank 
or both banks; (ii) Respondents aged 17 years and over 

who are allowed to open an account in an Islamic bank, or 
conventional bank or both. Questionnaires are distributed 
online to respondents who meet the predetermined criteria. 
A total of 550 questionnaires were returned consisting 
of 34.2 percent males and 65.8 percent females. Most of 
the respondents are in the age group of 21–30 years with 
the highest level of education being high school. Most of 
the respondents worked in private firms with a monthly 
expenditure of IDR 2,500,000. Meanwhile, the number of 
accounts in the conventional banks is nearly 59.2 percent. 
Table 1 presents the characteristics of the sample in  
this study.
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3.2. Measurement

 This research uses quantitative research methods 
with a data collection model through structured questionnaires 
distributed to the respondents. Measurement of variables is 
adopted by combining previous studies related to customer 
intention in adopting bank services such as (Bashir, 2012; 
Gounaris & Koritos, 2008; Jarvenpaa et al., 2000; Kaabachi 
& Obeid, 2016; Laroche et al., 2004). This study uses a five-
point Likert scale, from strongly disagree (1) to strongly 
disagree (5). Measurement details of each variable can be 
observed in Table 2.

3.3. Data Analysis 

Data analysis was performed using a partial least square-
structural equation model (PLS-SEM) technique using 
SmartPLS software (Ringle et al., 2015). The advantage 
of this technique is the ability to use abnormal data and to 
explain the differences between target constructs. PLS-SEM 
is a two-step process in which the first measurement model 
is analyzed to check the reliability and validity of the data 
and the second one is an assessment of the structural model 
carried out for path analysis and hypothesis test.

4. Results and Discussion

4.1. Measurement Model

 With regard to the measurement model, testing 
of the outer loading indicator shows that the value of each 
outer loading indicator is above 0.7. IN 1 and 2 have outer 
loading values of 0.890 and 0.922 respectively. With regard 
to convergent validity, it can be seen that the Average 
Variance Extracted (AVE) value for each construct is above 
0.5 which fulfills the convergent validity testing criteria. 
This study took the value of Composite Reliability (CR) and 
Cronbach’s Alpha (CA) to test reliability. Reliability testing 
criteria can be fulfilled if CR and CA values are above 0.7. 
The result shows that CR and CA for each construct are above 
0.7. Thus, it fulfills the reliability testing criteria. Table 3 
provides in detail the results of the reliability and validity 
test. The discriminant validity test was performed in line with 
the criteria set by Fornell and Larcker (1981). According to 
this criterion, the square root of the AVE of each construct is 
aligned with its correlation with other constructs. The result 
of the discriminant validity test presented in Table 4 shows 
that the discriminant validity test can be fulfilled.

4.2. Structural Model

Hypothesis test results in Table 5 show that awareness  
(β = 0.141; t = 3.338) and perceived compatibility (β = 0.327; 

t = 6.132) have a positive effect on customer intention to 
adopt Islamic banking services. Thus, H1 and H3 are 
supported. Meanwhile, Perceived risk (β = –0.113; t = 2.288 
has a significant negative effect on customer intention to 
adopt Islamic banking services. It can be concluded that H5 
is acceptable. Similarly, religiosity (β = 0.094; t = 2.462) and 
social influence (β = 0.345; t = 6.584) have a significant and 
positive effect on customer intention to adopt Islamic banking 
services. Thus, H7 and H8 are supported. Meanwhile, bank 
reputation (β = −0.024; t = 0.571) and perceived complexity 
(β = 0.052 t = 1.042) have no effect on customer intention 
to adopt Islamic banking services and this result does not 
support H4 and H6.

4.3. Discussion 

The result shows that awareness has an effect on customer 
intention to adopt Islamic banking services. This result is 
consistent with the study conducted by Ayinde and Echchabi 
(2012), Bizri (2014), Echchabi and Aziz (2012a), Firdaus  
et al. (2007), Rammal and Zurbruegg (2007), and Thambiah 
et al. (2011) knowledge, and understanding of Islamic 
banking and finance (IBF. Further, Faisal et al. (2014) and 
Wahyuni (2012) also demonstrated a positive relationship 
between awareness and customer intention to adopt Islamic 
banking services. Customer awareness of the role of Islamic 
banking services in Indonesia makes the customers prefer to 
adopt Islamic banking services. This awareness arises from a 
large amount of information about Islamic banking services 
which individuals obtain from their social environments 
such as schools, families, and interested communities.

Bank reputation has no effect on customer intention to 
adopt Islamic banking services. This result also shows that the 
brand image of Islamic banks does not play an important role 
in developing customer confidence in Islamic banks (Amin 
et al., 2013; Hoq & Amin, 2012). The reputation of Islamic 
banks has not been a major factor for customers to choose 
banks (Chebab & Zribi, 2012). These results contradict the 
existing literature such as Ahmad and Haron (2002), Dusuki 
and Abdullah (2007), Gait and Worthington (2008), Lateh 
et al. (2009), and Othman and Owen (2001) who revealed 
that customer perception about bank reputation is one of 
the most important factors in choosing an Islamic bank or 
conventional one. The existence of conventional banks 
which has long been known is still the main consideration 
for some Muslim communities in Indonesia. The existence 
of a relatively new and less-known Islamic bank in Indonesia 
is not fully trusted by many Muslim customers.

Compatibility has a significant and positive effect on 
customer intention to adopt Islamic banking services. This 
finding supports the previous studies conducted by Ayinde 
and Echchabi (2012), Aziz et al. (2015), Doraisamy et al. 
(2011), Echchabi and Aziz (2012a), and Thambiah et al. (2011) 
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Table 2: Summary of Measurement Scales

Variable Measure Sources

Intention of 
adoption 

I have an intention of adopting the service from Islamic bank in the future (Kaabachi & Obeid, 
2016)I think I will often adopt the service from Islamic bank in the future 

I would highly recommend others to adopt the service from an Islamic bank
Awareness I know Islamic banking in Indonesia (Bashir, 2012; 

Kaabachi & Obeid, 
2016) 

I know the instruments used in financing products offered by Islamic banks 
I know the distinction between Islamic bank and its conventional counterpart
I know the features and benefits of Islamic banking products 
To be well-known, Islamic banks should do more promotions

Bank 
Reputation

Islamic bank has a good reputation (Jarvenpaa et al., 
2000; Kaabachi & 
Obeid, 2016) 

Islamic bank has a reputation of honesty
An Islamic bank is known to have good care for customers
Islamic bank has a reputation of being transparent with customers

Complexity To use Islamic banking, customers need a lot of knowledge (Gerrard & 
Cunningham, 2003; 
Kaabachi & Obeid, 
2016; Mansumitrchai 
& Chiu, 2012) )

Customers experience difficulties in conducting transactions in Islamic banking
Making transactions in Islamic banking is complicated and frustrating
Islamic banking services involve complicated procedures

Compatibility An Islamic bank is in line with my values (Gounaris & Koritos, 
2008; Kaabachi & 
Obeid, 2016)

Islamic bank suits my needs
An Islamic bank is very suitable for my lifestyle
Using Islamic banking services is very compatible with the way I manage my money 

Perceived Risk Using Islamic banking services can bring potential financial losses (Kaabachi & Obeid, 
2016; Laroche et al., 
2004) 

Using Islamic banking services could not provide the benefits that I expect
Adopting the service from an Islamic bank can damage my self-image
Adopting the service from an Islamic bank can adversely impact other  
people’s opinions about me

Relative 
Advantage

Islamic bank operation is in line with Sharia principles (Bashir, 2012; Faisal 
et al., 2014; Kaabachi 
& Obeid, 2016)

Profit-based financing - sharing of losses between the lender and the  
borrower will benefit both parties
Return on investment in Islamic banks is more profitable than interest  
in conventional banks
Islamic banks offer a lower cost than conventional banks

Religiosity I try to follow the commands of Islam in everything in my life  (Bananuka et al., 
2019; Obeid & 
Kaabachi, 2016).

I always try to avoid small and big sins as the teachings of my religion
I believe that all ideological dimensions are based on Islam
I know the basis and knowledge needed in my religion
I feel sadness and dissatisfaction when I do something contrary to my faith

Social 
influence

People I consider important can influence me to use Islamic banking (Obeid & Kaabachi, 
2016) Most people that I consider important support me to use Islamic banking 

Most of my friends/colleagues who have become customers of Islamic banking 
agree that Islamic banking is better than the conventional one
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Table 3: Validity and Reliability of Construct

Construct Items Loading CA CR AVE

Intention  
(IN)

IN1 0.890 0.899 0.935 0.829

IN2 0.922

IN3 0.888

Awareness 
(AW)

AW1 0.739 0.836 0.891 0.672

AW2 0.842

AW3 0.846

AW4 0.847

Bank 
Reputation 
(BR)

BR1 0.821 0.856 0.903 0.7

BR2 0.876

BR3 0.864

BR4 0.782

Perceived 
Complexity 
(PCL)

PCL2 0.842 0.883 0.927 0.81

PCL3 0.943

PCL4 0.941

Perceived 
Compatibility 
(PCT)

PCT1 0.867 0.923 0.945 0.812

PCT2 0.922

PCT3 0.918

PCT4 0.897

Perceived 
Risk (PR)

PR1 0.893 0.919 0.942 0.803

PR2 0.899

PR3 0.898

PR4 0.895

Relative 
Advantage 
(RA)

RA1 0.716 0.762 0.848 0.584

RA2 0.812

RA3 0.743

RA4 0.781

Religiosity 
(RE)

RE1 0.849 0.884 0.915 0.683

RE2 0.860

RE3 0.829

RE4 0.823

RE5 0.770

Social 
Influence 
(SI)

SOC1 0.840 0.807 0.886 0.722

SOC2 0.891

SOC3 0.817

who showed that customers who believe that Islamic banking 
matches their religious and ethical values, lifestyles, banking 
habits, and financial needs will be more willing to adopt it. 
This shows that the services of Islamic banks have been able 
to accommodate the problems of customers. Therefore, bank 
services could adjust to the society in Indonesia in terms of 
their habits, lifestyles, and beliefs.

Perceived complexity has no effect on customer intention 
to adopt Islamic banking services. This finding is in line 
with the research conducted by Echchabi and Aziz (2012b, 
2012a) who found that complexity has no effect on customer 
intention to adopt Islamic banking services in Morocco. This 
situation shows that service innovation developed by Islamic 
banks is not attractive to customers, thus the complexity of 
services is not a problem for customers. This situation is 
caused by innovation, especially in the field of technology 
developed by Islamic banks in Indonesia, which tends to 
follow the innovations developed by conventional banks. 
Meanwhile, the majority of society in Indonesia still conducts 
transactions with conventional banks, thus the innovation 
developed by Islamic banks has no effect on customers.

The result shows that risk has a negative effect on 
customer intention to adopt Islamic banking services. This 
result is consistent with the findings of  Debab and Yateem 
(2012), Echchabi and Aziz, (2012a), Thambiah et al. (2011), 
and Yusof (1999). This study showed that the riskier the 
Islamic banking services, the lower the interest of customers 
to adopt Islamic banking services. The risk of Islamic banks 
is related to the ability of bank management to provide 
collateral losses in deciding whether to adopt Islamic 
banking services or not. If customers feel they cannot get 
a loss guarantee, their intention to adopt Islamic banking 
services will decline.

Relative advantage does not affect customer intention to 
adopt Islamic banking services in Indonesia. This finding 
supports the study conducted by Echchabi et al. (2014) who 
showed that relative advantage has no significant effect on 
customer intention to adopt Islamic insurance. This finding 
is contrary to the research of Amin et al. (2013), Aziz  
et al. (2015), Echchabi and Aziz (2012a), and Thambiah  
et al. (2012) who confirmed a positive relationship between 
relative advantage and customer intention to adopt Islamic 
banking services. This research shows that customers do not 
know much about the benefits of services in Islamic banks. 
This situation shows that Islamic banks need to enhance 
socialization and publication about Islamic banking services 
to customers.

Religiosity has an effect on customer intention to adopt 
Islamic banking services in Indonesia. This finding is in line 
with previous researches conducted by Souiden and Jabeur 
(20150 and Souiden and Marzouki (2015) who demonstrated 
a significant impact of religiosity on customer intention to 
adopt Islamic banking services. A similar result was found 
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Table 5: Assessment of the Structural Model

Original Sample (O) Standard Deviation (STDEV) T Statistics (|O/STDEV|) P Values Result

AW → IN 0.141 0.042 3.338 0.001 Supported
BR → IN –0.024 0.042 0.571 0.568 Rejected
PCT → IN 0.327 0.053 6.132 0.000 Supported
PCL → IN 0.052 0.050 1.042 0.298 Rejected
PR → IN –0.113 0.049 2.288 0.023 Supported
RA → IN 0.001 0.047 0.030 0.976 Rejected
RE → IN 0.094 0.038 2.462 0.014 Supported
SI → IN 0.343 0.052 6.584 0.000 Supported

Table 4: Measurement Model Assessment: Discriminant Validity

AW BR IN PCT PCL PR PA RE SI

AW 0.820
BR 0.472 0.837
IN 0.456 0.455 0.900
PCT 0.482 0.595 0.636 0.901
PCL –0.138 –0.092 –0.111 –0.122 0.910
PR –0.149 –0.078 –0.136 –0.094 0.734 0.896
PA 0.481 0.613 0.456 0.602 –0.039 –0.043 0.764
RE 0.363 0.438 0.432 0.380 –0.100 –0.232 0.390 0.827
SI 0.361 0.499 0.623 0.626 –0.037 0.032 0.480 0.441 0.850

by Obeid and Kaabachi (2016) who confirmed a positive 
relationship between religiosity and customer intention 
to adopt Islamic banking services. Bananuka et al. (2019) 
and  Kaawaase and Nalukwago (2017)  revealed a positive 
relationship between religiosity and customer intention to 
adopt Islamic banking services. Because Indonesian society 
is predominantly Muslim, it could influence the way the 
society chooses the tools / the methods to solve the problems. 
Likewise, in terms of managing their personal finance, the 
majority of Muslims will prefer using Islamic banks to meet 
their financial needs.

The social environment has an effect on customer 
intention to adopt Islamic banking services in Indonesia. 
This result is in line with the research of Lada et al. (2009) 
and Lajuni et al. (2017) who revealed that environmental 
influencers such as scholars, teachers, parents, siblings also 
influence the individual in determining the intention to adopt 
Islamic banking services. This study also supports the existing 
literature of Echchabi and Aziz (2012a) Echchabi and Aziz 
(2012) about the relationship between social influence and 

customer intention to adopt Islamic banking services. The 
influence of social influence on customer intention to adopt 
Islamic banking services in Indonesia is not much different 
from that in other countries. This situation is shown by the 
previous studies that confirm the strong relationship between 
social influence and customer intention to adopt Islamic 
banking services. Islamic scholars, teachers, parents, and 
relatives are the closest people in the Muslim community in 
Indonesia to influence individual choices in adopting Islamic 
banking services.

4.4. Theoretical and Practical Implication

The findings of this study have theoretical implications 
related to the intention of adopting Islamic banking services 
based on Roger’s diffusion innovation theory (Rogers, 
2003). Several previous studies have used Roger’s diffusion 
innovation theory to examine customer intention to adopt 
Islamic banking services in several countries (Amin et al., 
2013; Ayinde & Echchabi, 2012; Aziz et al., 2015; Echchabi 
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& Aziz, 2012b; Thambiah et al., 2011). A number of studies 
related to the adoption of Islamic banking services based on 
Roger’s diffusion innovation theory revealed that the success 
of innovation is determined by marketing communication 
during the diffusion process (Schiffman & Kanuk, 2004).

Indonesia has a majority of Muslim population with a 
lesser number of Islamic banks of smaller size compared 
to the conventional banks. Besides, these banks have 
come into existence only in the last two decades, whereas 
conventional banks have been there for ages. The dominance 
of conventional banks in terms of number and size makes 
Islamic banks less well-known than conventional banks. 
Hence, the reputation of Islamic banks has no effect on 
customer intention to adopt Islamic banking services. This 
indicates that Islamic banks must pay attention to the brand 
image of Islamic banking (Amin et al., 2013; Hoq & Amin, 
2012). Following the requirements set by Sharia principles 
will increase the credibility of Islamic banks (Gambling et 
al., 1993). According to Beekun and Badawi (2005), Islamic 
banks must demonstrate their accountability by ensuring that 
Islamic banks are only involved in business and community 
activities that are in accordance with Islamic values.

The complexity of Islamic banks is characterized by 
innovations developed by Islamic banks that do not affect 
the service. This study is consistent with Echchabi and 
Aziz (2012a, 2012b) who revealed the need for continuous 
information related to the innovations developed by Islamic 
banks. Islamic banks must apply marketing strategies by 
utilizing communication media to provide customers with 
knowledge about Islamic banks. Islamic banks need to 
optimize various information channels that are cheap, fast, 
and easily accessible to customers by using social media, 
such as Facebook, Instagram, Twitter, Linkedin, and so forth.

5. Conclusion

This paper aims to identify the main factors that influence 
the adoption of Islamic banking services in Indonesia. The 
result shows that awareness and perceived compatibility 
have a positive effect on customer intention to adopt 
Islamic banking services. Additionally, religiosity and social 
influence have a significant and positive effect on customer 
intention to adopt Islamic banking services. Meanwhile, 
bank reputation and perceived complexity have no effect on 
customer intention to adopt Islamic banking services. On the 
other side, perceived risk has a negative and significant effect 
on customer intention to adopt Islamic banking services in 
Indonesia. This research emphasizes that Islamic banks in 
Indonesia must actively promote themselves to the public 
to improve the reputation of Islamic banks and to introduce 
innovations available in Islamic banking services.

This study has several limitations that must be considered 
in further studies. First, the samples used in this study are 

from 27 out of 34 provinces in Indonesia. Therefore, it is 
necessary to recommend further research to cover more 
diverse samples from 34 provinces. Second, Indonesia 
has 34 provinces which have a distinct economic, social, 
educational and religious background. We recommend 
further research to examine the intention of customers to 
adopt Islamic banking services based on their geographic 
areas. Third, the variables used in this study could not 
represent the customer’s knowledge about Islamic banking 
services. Therefore, additional variables of literacy and 
knowledge about Islamic banks are needed.
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