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Economic development is deeply intertwined with the stability of the banking sector. Institutions
facing financial distress characterized by poor asset quality, low liquidity, and weak governance often
undergo comprehensive restructuring to restore operational viability. Mergers and acquisitions (M&A)
are pivotal corporate actions in this recovery process. A notable case is Kookmin Bank's 2020 acquisition
of PT Bank KB Bukopin Tbk (KB Bank) in Indonesia, an institution previously burdened by declining
profits, soaring non-performing loans, and heavy financial losses. Following an acquisition, structural and
strategic transformations are necessary. A fundamental shift typically involves implementing an
integrated Governance, Risk Management, and Compliance (GRC) framework. GRC functions
synergistically to align management practices with regulatory standards, ensuring effective organizational
performance. While prior literature broadly acknowledges that acquisitions can foster synergistic capital
and operational enhancements, the operationalization of GRC in driving these benefits in banking remains
underexplored.

Despite extensive research on M&A, empirical evidence regarding the direct relationship
between acquisitions and short-term financial performance remains contradictory. Most prior studies
focus primarily on direct financial outcomes, creating a significant gap in the literature by overlooking
the mediating mechanisms of internal institutional factors such as GRC. This gap is particularly
pronounced in emerging markets like Indonesia, where regulatory frameworks are still evolving. The
novelty of this study lies in its approach to dissecting the GRC paradigm into three distinct mediating
paths. This allows the study to evaluate exactly which internal mechanism successfully translates an
acquisition event into tangible financial recovery. However, prior studies predominantly examine the
direct relationship between Acquisition and financial performance, with limited attention to internal
institutional mechanisms such as GRC as mediating variables. Moreover, existing studies rarely
decompose GRC into its individual dimensions, leading to a lack of clarity on which mechanism drives
post-acquisition performance.

Therefore, the primary purpose of this research is to evaluate the influence of the KB Bank
acquisition on financial performance by investigating the mediating roles of Governance, Risk
Management, and Compliance. Understanding this dynamic provides critical insights for policymakers
and investors navigating banking restructuring. Specifically, this study aims to answer the following
research questions: (1) How did the Acquisition affect the net financial performance of KB Bank?
Moreover, (2) How do Governance, Risk Management, and Compliance independently mediate the
relationship between the Acquisition and financial performance?

The research utilizes a mixed-method design by using both qualitative and quantitative methods
of analysis to examine the effects of the acquisition on the corporate governance of and finance of the
firm. The object of the research is PT Bank KB Bukopin Tbk (KB Bank). This research examines the
effects of the restructuring process in two phases: pre-acquisition and post-acquisition.

To collect primary data, the target population was professionals who have contributed to the
structural change in the bank. Purposive sampling was used in the study to collect a sample of 65
respondents from KB Bank's governance, risk management, Compliance, and strategic planning
divisions. It is important to mention that non-probability sampling was used because the respondents
should have certain knowledge and skills for evaluating the internal changes made after acquisition.
Moreover, the statistical power of the research was assessed based on this sample size. The generally
accepted formula for statistical power in PLS-SEM is 10 times the maximum number of paths directed to
a certain latent variable ("10-times rule", Hair et al., 2021). In the current model, a maximum of 4 paths
were directed to the dependent variable. Therefore, 40 respondents were needed for the assessment. In
case the sample size was 65, the statistical power became >80%, which is very high for detecting medium
to large effects.
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The process of data gathering entailed the following systematic approach involving primary and
secondary data. The data were gathered through a standardized questionnaire, based on a 5-point Likert
scale administered among the 65 targeted respondents. The grid was formulated based on the G20/OECD
Principles of Corporate Governance and other previous research, focusing on qualitative changes in
organizational structures after acquisitions. Secondary data comprised financial and governance risk
compliance reports drawn from the annual reports of KB Bank from 2018 to 2024. Other sources for
secondary data included financial reports from the Financial Services Authority (OJK).

The conceptual model involves Acquisition as the independent variable, Financial Performance
as the dependent variable, and Governance, Risk Management, and Compliance (GRC) as mediating
variables. The measurement strategy and variable definitions are as follows:

1. Independent Variable (Acquisition) is measured primarily through survey indicators reflecting
employee perceptions of strategic shifts, resource integration, and organizational restructuring
executed by Kookmin Bank since 2020.

2. Mediator 1 (Governance) is defined as the mechanisms aligning management and shareholder
interests and is quantitatively measured using the percentage of Management Ownership and
Institutional Ownership.

3. Mediator 2 (Risk Management) refers to the bank's ability to mitigate operational and financial risks.
Measured using the Non-Performing Loan (NPL) ratio to assess credit risk quality, and the Loan to
Deposit Ratio (LDR) to evaluate liquidity risk.

4. Mediator 3 (Compliance) refers to the bank's adherence to regulatory frameworks. Evaluated
quantitatively via the Independence of the Board of Commissioners (percentage of independent
members) and qualitatively through adherence to OJK audit standards.

5. Dependent Variable (Financial Performance) is defined as the overall financial health and
operational efficiency of the bank. Measured using fundamental banking ratios: Capital Adequacy
Ratio (CAR), Return on Assets (ROA), and Operating Costs to Operating Revenue Ratio (BOPO).

Before proceeding to structural hypothesis testing, the primary survey instrument was rigorously
validated. Construct validity and reliability were evaluated using the measurement model (Outer Model)
within the PLS-SEM software. An instrument is deemed valid if the outer loadings of all indicators exceed
the 0.70 threshold and the Average Variance Extracted (AVE) is greater than 0.50. Furthermore, internal
consistency reliability was confirmed, as both Composite Reliability (CR) and Cronbach's Alpha met the
acceptable threshold of >0.70.

The data analysis was conducted systematically in two phases, integrating the analytical tools
SPSS and SmartPLS. SPSS was utilized to conduct paired t-tests on the secondary financial data. This
step answers the first research question by quantitatively comparing the net differences in the bank's
financial ratios (CAR, ROA, BOPO, NPL, LDR) between the pre-acquisition (2018-2020) and post-
acquisition (2021-2024) periods. SmartPLS 4.0 was utilized to test the conceptual model and evaluate
the mediating roles of GRC. Justification for the tool: SmartPLS was selected because it is a variance-
based SEM capable of simultaneously analyzing complex cause-and-effect models with multiple
mediating variables. Furthermore, it is highly optimal for relatively small sample sizes (n=65) and does
not require the strict multivariate normality assumptions demanded by covariance-based SEMs such as
AMOS. The analysis was finalized by evaluating the structural model (Inner Model) through a
bootstrapping procedure (5,000 subsamples) to calculate R-squared values, determine the significance of
path coefficients, and definitively test the mediation hypotheses.
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RESULTS AND DISCUSSION

Acquisition and Organizational Transformation

There was a major organizational change in PT Bank KB Indonesia Tbk after the Acquisition of
Bank Bukopin by Kookmin Bank. The change in organization did not entail only a change in Ownership;
it also involved changes in governance, strategy, and institutionalization. There were major changes in
the board of directors, the board of commissioners' membership, and Ownership after the Acquisition.
The changes are a manifestation of efforts to improve governance and oversight, accountability, and the
balance between management decisions and shareholders' interests. After the Acquisition, institutional
Ownership increased, a sign of improved governance.

Table 1. Governance Structure Before and After Acquisition

Indicator 2018 2019 2020 2021 2022 2023 2024
Board of Directors (persons) 7 8 9 9 9 9 7
Board of Commissioners (persons) 8 8 8 8 8 8 8
Managerial Ownership (%) 0.004 0.002 0.000 0.001 0.001 0.007 0.020
Institutional Ownership (%) 66 45 79 67 67 84 84

Table 2 shows that the difference test results indicate that structural changes in governance
indicators are not statistically significant. The evidence indicates that governance change is a gradual and
structured process. It is generally more time-consuming to adjust governance mechanisms, such as
ownership structure and board composition, before measurable financial benefits are achieved. From a
strategic perspective, the transformation following the Acquisition is focused on strengthening core
banking fundamentals, improving risk governance, and expanding market segments.

Table 2. Difference Test Results of Governance and Risk Indicators Before and After Acquisition

Variable Mean Before Mean After t-value p-value  Conclusion
Board of Directors 7.50 8.50 -1.414 0.252  Not Significant
Board of Commissioners 8.00 8.00 — — No Change
Managerial Ownership (%)  0.003 0.007 -0.864 0.449  Not Significant
Institutional Ownership (%) 55.51 75.43 -1.776  0.258  Not Significant
NPL Gross (%) 6.33 8.96 -2.824 0.052  Not Significant
NPL Net (%) 4.60 475 -0.770  0.508  Not Significant
LDR (%) 85.50 105.35 -6.285 0.006  Significant
Independent Commissioners 4.00 5.00 -00 0.000  Significant

To achieve the objective of making acquisitions strategically viable, a major strategic initiative
is to focus on the Korean corporate segment and develop stronger business ties with Korea for Indonesia.
The controlling interest of this institution is changing the direction of its competitive strategy formulation.
More importantly, there is a need to create a solid GRC base for the organization. Although it may not
have immediate, statistically significant effects on financial performance, major organizational changes
are evident at this level. The development of more robust governance mechanisms, efficient committees,
and compliance systems demonstrates the importance of such structural changes for organizational
success. As a result, we may say that an acquisition can serve as an important impetus for structural
change. Focusing on establishing strong GRC practices will provide the essential framework for
organizational success, corroborating the theory that good institutions are necessary before financial
performance in the banking sector (Kumar & Bansal, 2008).

Improvement of Governance and Compliance

Immediately after the Acquisition, PT Bank KB Indonesia Tbk took several measures to enhance
its governance and compliance systems. In other words, there was a rearrangement of the composition of
the audit committee, risk monitoring committee, nomination committee, and remuneration committee, as
well as tightening of internal controls. However, regarding governance issues, our tests of differences
revealed no statistical significance in changes in variables related to board composition, managerial
Ownership, and institutional Ownership. It means that despite a slight increase in institutional Ownership
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and some changes in the board composition, there will be no immediate impact on the company's financial
performance. This further proves the point that governance transformation requires time and effort for
maturation.

As regards compliance issues, we see many substantial changes. First, appointing more
independent commissioners to the board indicates enhanced monitoring and a more transparent, effective
governance process. Such independent persons play a crucial role in ensuring that management actions
comply with legal requirements and align with stakeholders' interests. Interestingly, the SEM-PLS results
support this. They reveal that Compliance is the only GRC dimension that significantly bridges the gap
between Acquisition and financial performance, whereas governance does not show a similar mediating
effect. This points to compliance mechanisms such as strict regulatory adherence, robust internal controls,
and active monitoring serving as the primary channel for translating an acquisition into actual
performance gains. One way could be the ease of implementation. Compared to governance reforms,
which involve significant restructuring and cultural changes, compliance reforms (such as implementing
new policies and systems for reporting, etc.) can be implemented more easily. This is entirely consistent
with current theories of banking governance (Macey & O'Hara, 2003).
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Figure 1. Outer Model

These results highlight that Compliance plays a much more immediate, operational role in post-
acquisition recovery, while governance serves as a gradual, long-term institutional framework. As such,
the potential of a merger to improve financial performance would largely depend on how effectively the
bank implements its compliance programs and meets regulatory requirements. In this regard, one should
note that achieving success post-merger will not be achieved solely by altering the Ownership structure
or even reorganizing the Governance structure, but rather by adopting an effective GRC approach that
focuses primarily on Compliance. Such a realization underscores the importance of regulation and internal
controls for ensuring long-term sustainability, a notion aligned with the GRC model proposed by the
OECD (2015) and the Basel Committee (2019).
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Figure 2. Bootstrapping Result

Several adjustments to risk management at PT Bank KB Indonesia Tbk were made following the
Acquisition event. In other words, there was some progress in the bank's risk management system,
particularly in credit and liquidity risks. It occurred due to the introduction of specific risk management
systems and improvements to internal audit processes. In particular, the bank currently focuses on loan-
granting and loan management procedures. On the quantitative side, several indicators associated with
risks have changed since the Acquisition of PT Bank KB Indonesia Tbk. First of all, one can refer to the
change in the amount of Non-Performing Loans, which indicates that the bank now manages loan
provision and monitoring more efficiently. Second, the credit risk management process has improved,
indicating better performance in loan management and collection. Another quantitative indicator to
highlight in this regard is the Loan-to-Deposit Ratio. They want to make sure they have enough money

and do not run out.

Table 3. Total Effect

Original Sample Standard T statistics P
sample (O) mean (M) deviation (|O/STDEV)) values
(STDEV)

Acquisition — 0.610 0.617 0.114 5.346  0.000
Compliance
Acquisition — 0.636 0.650 0.073 8.730  0.000
Governance
Acquisition — 0.634 0.635 0.089 7.116  0.000
Financial Performance
Acquisition — Risk 0.655 0.665 0.069 9.465  0.000
Management
Compliance — 0.380 0.393 0.119 3.193  0.001
Financial Performance
Governance - 0.082 0.076 0.180 0.456  0.648
Financial Performance
Risk Management — 0.258 0.260 0.244 1.056  0.291

Financial Performance

However, the SEM-PLS analysis indicates that risk management has no significant impact on the
relationship between Acquisition and financial performance. That is, although improvements in risk
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factors were evident, they did not translate into a change in financial performance during the analyzed
period. Possible explanations for this outcome may include the fact that risk management is not focused
on improving profits but on creating stability. Risk management measures are valuable for banks because
they enhance financial security by enabling effective management of potential risks, such as loan losses
and liquidity shortages. Additionally, it is rather hard to evaluate the effect of increased risk management
on financial performance. While loan and cash management remain essential for future success, they may
not affect profitability for some time. As such, the results of the SEM analysis demonstrate that risk
management does not significantly affect financial performance, although it does improve financial
performance. Therefore, the conclusion one can draw concerning this topic is that improving risk
management post-acquisition plays an important role in achieving success and stability.

Impact on Financial Performance

Undoubtedly, the mentioned systematic changes in governance, risk management, and
Compliance have resulted in a gradual recovery of the bank's finances. To support this statement, note
that there is a positive trend in financial indicators such as capital adequacy, return on assets, and bank
operating profit before operational expenses. On the one hand, higher capital adequacy indicates the
company's greater financial stability, whereas improved profitability and operational effectiveness
indicate successful financial restructuring. However, it should also be noted that the aforementioned
information leads to another interesting conclusion: all three GRC aspects are not used as mediators
equally, and only Compliance can be considered a mediator. Thus, it is possible to conclude that
Acquisition itself cannot lead to better financial results; instead, it requires additional measures to drive
change in GRC areas.

Table 4. Financial Performance of KB Bank Before and After Acquisition

Year CAR (%) ROA (%) BOPO (%) NPL (%) LDR (%)
2018 10.52 0.22 97.10 6.37 94.50
2019 12.40 0.13 96.80 5.80 93.20
2020 13.50 4.61 120.50 7.12 87.40
2021 16.20 -1.90 110.30 6.70 82.50
2022 19.40 -0.60 104.80 5.90 80.10
2023 21.10 0.15 98.40 4.80 79.30
2024 23.30 0.65 92.10 3.90 78.60

Table 4 shows the dynamics of changes in KB Bank's financial position during 2018-2024, the
years before and after the Acquisition by Kookmin Bank. To analyze the enterprise's financial position
and business activity, the following main factors were considered: CAR, ROA, BOPO, NPL, and LDR.
From the data presented below, it is possible to conclude that the enterprise faced serious financial
problems prior to the Acquisition (2018-2020). These problems are associated with a significant reduction
in profitability, as the ROA was —4.61% in 2020. Moreover, the BOPO exceeded 100%, indicating that
the bank's expenses exceeded its profits. This fact implies serious problems in risk management, as the
share of NPLs has also increased. However, all the trends discussed above underwent a radical change
after Kookmin Bank gained control over its operations. After the Acquisition, CAR increased
significantly, reaching 23.30% by 2024. Therefore, Bank Bukopin was prepared to manage any financial
risks. Moreover, it is important to note that ROA began to grow. Concurrently, a gradual decline in BOPO
points to much leaner operations and smarter cost management, confirming that the post-acquisition
transformation is driving tangible operational efficiency.

Table 5. Results of Difference Test (t-test) on Financial Performance Before and After Acquisition

Variable Mean Before Mean After t- p- Conclusion
Acquisition Acquisition value  value
Total 91,948,917 106,780,000 -1.746  0.145  Not
Assets Significant
Financing 62,928,104 50,484,750 1.268 0.310 Not
Significant

Page | 1013



Jurnal Ilmiah Ilmu Terapan Universitas Jambi

Variable Mean Before Mean After t- p- Conclusion
Acquisition Acquisition value  value

Liabilities 82,058,064 82,954,000 -0.135 0.902  Not
Significant

Equity 9,890,853 23,826,000 -4.283 0.023 Significant

Net Income -1,319,870 249,500 -1.550 0.261 Not
Significant

ROA (%) -1.51% 0.19% -1.467 0.267 Not
Significant

ROE (%) -12.93% 0.52% -1.452  0.278  Not
Significant

Table 5 compares average financial metrics for KB Bank both before and after the Kookmin
Bank takeover. Analyzing indicators such as CAR, ROA, BOPO, NPL, and LDR reveals the most evident
change in CAR. The bank had a rather low level of capitalization in the pre-takeover period, which was
insufficient to cover potential risks. With capital injections and restructuring performed as part of the
Acquisition process, the company's capital structure became much stronger.

However, conducting a test for differences (t-test) yields a peculiar result: most of the financial
parameters (assets, financing, liabilities, profit, ROA, and ROE) show no statistically significant
difference between the two periods. Only several specific parameters (equity and liquidity level — LDR)
demonstrated some statistically significant difference. Why so? It may be said that, despite the evident
upward trend, many of these parameters still need more time to show significant change. Thus, it is worth
noting that the effects of acquisitions are gradual and develop over time.

The lack of statistical significance may be due to the significant restructuring costs and complex
integration process following any acquisition. After the Acquisition, the bank had to make many changes,
ranging from restructuring its capital and integrating its information technology systems to drastic
changes to its operations. Such dramatic changes are bound to cause temporary financial strain, which
can effectively nullify any early benefits and reduce their statistical significance. Additionally, our
timeframe may not have been sufficient to detect the Acquisition's impact. Financial stability, particularly
in terms of profitability and efficiency, needs more time to achieve true success. In light of this analysis,
we can conclude that there is no failure in the Acquisition. On the contrary, all the descriptive trends
indicate steady progress in essential areas, including capital adequacy, liquidity, and risk management. It
shows that this type of strategic move should be seen as a long-term transformation of the organization's
structure, not a quick fix. Post-Acquisition financial recovery is gradual and requires laying down a strong
foundation before turning to operational efficiency and profitability.
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Figure 3. ROA Performance Trend of KB Bank (2018-2024).
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Figure 4. Trend of NPL Gross and NPL Nett of KB Bank

Table 6. Governance, Risk Management, and Compliance Indicators

Variable Indicator Measurement

Category
Governance Managerial Ownership Percentage of shares owned by management
Governance Institutional Ownership Percentage of shares owned by institutions
Compliance Independent Commissioners  Percentage of independent board members
Risk Management Non-Performing Loan (NPL) Total non-performing loans divided by total

loans
Risk Management Loan to Deposit Ratio Total loans divided by third-party funds
(LDR)

The specific measurements for Governance, Risk Management, and Compliance (GRC) used in
the present research are presented in Table 6. Firstly, the GRC concept integrates corporate governance,
risk management, and Compliance to ensure effective and transparent bank operations. Regarding
governance, two variables have been considered in this research: managerial and institutional Ownership.
The proportion of Ownership held by managers, or Managerial Ownership, can be considered a strong
indicator, as management and the board have a shared interest in the corporation's profits. In other words,
Managerial Ownership creates strong incentives for managers to make the right decisions to increase their
profitability. As for Institutional Ownership, which refers to the Ownership of financial institutions or
similar bodies, this indicator is important given the high monitoring capacity of institutional shareholders.

In the Compliance area, we examine the percentage of independent directors on the board. Such
people play a vital role in maintaining transparency, impartiality, and accountability. By ensuring there
is no conflict of interest between management and stockholders, they considerably enhance the board's
supervisory ability. This is an essential control mechanism that is extensively demanded by banking
authorities for proper corporate governance. Lastly, we assessed risk management using Non-Performing
Loans (NPL) and the Loan-to-Deposit Ratio (LDR). The former measures the level of defaulted loans and
directly reflects credit quality. If NPL is low, it suggests that credit has been effectively managed and
monitored. The latter estimates the amount of credit provided against the deposits gathered. If the ratio is
evenly balanced, the bank is conducting its business cautiously. However, if it is too high, the bank may
run out of funds to pay depositors. All in all, the above measures are useful in evaluating GRC initiatives
in KB Bank.

Mediation Analysis Using SEM-PLS

The mediation effect of Governance, Risk Management, and Compliance (GRC) was tested
using SEM-PLS with bootstrapping. The SEM-PLS approach follows the methodology proposed by
Hair et al. (2021).
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Table 7. Specific Indirect Effect (Mediation Analysis)

Original Sample Standard deviation T statistics P
sample (O) mean (M) (STDEV) (JO/STDEV]) values
Acquisition — 0.052 0.049 0.119 0.437  0.662
Governance — Financial
Performance
Acquisition — 0.232 0.244 0.094 2.463  0.014
Compliance — Financial
Performance
acquisition = —  Risk 0.169 0.171 0.164 1.029  0.304
Management — Financial
Performance

From the SEM results, a notable aspect warrants mention: the three GRC dimensions are not
mediators in themselves. The results show that Compliance alone serves as an effective mediator. This
implies that the initial success of any post-acquisition transformation process will depend on compliance
frameworks, including regulatory adherence, stronger internal controls, and transparency. Compliance
emerges as the driving force in rebuilding stakeholder confidence and ensuring that organizational
changes are fully aligned with regulatory requirements. Meanwhile, governance and risk management do
not serve as mediators in this study. It could be attributed to the fundamental nature of the changes.
Changes in governance and risk management frameworks take time to have a positive effect on
organizational performance. Thus, these processes do not yield short-term benefits and are not reflected
in organizations' short-term financial performance. Finally, we should focus on the unique aspect of this
study and its main contribution to the existing literature. Most prior M&A research has focused on how
M&As directly affect organizations' financial performance. It provides a much deeper perspective,
proving that lasting financial recovery does not just happen organically; it is achieved indirectly through
rigorous institutional strengthening, with Compliance acting as the critical catalyst.

Table 8. R-square

R-square R-square adjusted
Compliance 0.372 0.362
Governance 0.404 0.395
Financial Performance 0.627 0.603
Risk Management 0.429 0.420

As for the contribution to knowledge, it would be safe to say that this research adds a lot since it
offers a holistic case study of Acquisition of Bank Bukopin by Kookmin Bank, which may be considered
one of the most complex cases in Indonesian banking industry restructuring. In combination with
traditional methods, such as financial ratios analysis, t-tests, and SEM-PLS, the current paper has
managed to develop an overall picture regarding corporate restructuring’s impact on banks' efficiency. At
least, the findings from all three methods suggest that there should be an explanation for the gap between
the statistical outcomes and those obtained using the descriptive method. Although the t-test reveals that
only a few financial ratios remain significant so far, the results of trend and effect-size analyses indicate
some achievements in the field, including growth in capital resources, improved liquidity, and reduced
risk. Moreover, the outcomes of SEM analysis reveal that an acquisition itself cannot have any direct
influence on financial performance, while the compliance channel is needed.

Table 9. Path coefficient

Original Sample Standard T statistics P
sample (O) mean (M) deviation (|O/STDEV]|)  values
(STDEV)
Acquisition — 0.610 0.617 0.114 5.346  0.000
Compliance
Acquisition — 0.636 0.650 0.073 8.730  0.000
Governance
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Original Sample Standard T statistics P
sample (O) mean (M) deviation (|O/STDEV]|)  values
(STDEV)
Acquisition — 0.181 0.171 0.111 1.629  0.103
Financial Performance
Acquisition — Risk 0.655 0.665 0.069 9.465  0.000
Management
Compliance — 0.380 0.393 0.119 3.193  0.001
Financial Performance
Governance — 0.082 0.076 0.180 0.456  0.648
Financial Performance
Risk Management — 0.258 0.260 0.244 1.056  0.291

Financial Performance

In essence, this means the Acquisition will not be a quick-turnaround solution but rather a major
structural change. The financial benefits come slowly because banks need to ensure their institutional
framework is robust, especially in compliance structures, before the process yields financial gains and
efficiency. At the applied level, this study provides tangible, actionable insights for all stakeholders
involved. First, the findings emphasize the importance of establishing an effective compliance system
within the acquiring entity for banking institutions. Secondly, from the regulators' perspective, it is
evident that tough regulations catalyze change for financial institutions. Thirdly, from an investor's
perspective, one should understand that the value of a takeover depends more on the institution's ability
to create a better internal structure than on financial gains alone.

Impact of Acquisition Based on Difference Analysis

Upon breaking down the performance-difference analysis, the positive influence of the
Acquisition becomes clear. The strongest effect has been registered in capital adequacy, where the CAR
increased by 7.86 points thanks to additional funds provided by the new controlling party. As far as
profitability and efficiency are concerned, a positive trend is emerging, with ROA rising by 0.99 points,
indicating an ongoing recovery following previous problems at the bank. At the same time, BOPO
reduced by 3.40 points. Although this improvement in the cost structure seems rather modest given
anticipated reorganization costs, it still indicates a positive trend. When it comes to risk and liquidity, the
numbers speak volumes in favor of the proposed hypothesis. In particular, the NPL ratio declined by 1.10
points. It shows improved credit risk management and higher-quality loans. Nevertheless, the most
impressive change is in liquidity, with LDR falling by 11.57 points, indicating a very prudent credit
policy. Even if full statistical significance has not been reached, these descriptive trends offer concrete
proof that recovery is well underway, securing the structural foundations of capital, liquidity, and risk
before translating into massive operational profits.

Table 10. Changes (A) in Financial Performance Before and After Acquisition

Variable Mean Before Mean After A (Change) Direction of Change
Total Assets 91,948,917 106,780,000 +14,831,083 Increased
Financing (Loans) 62,928,104 50,484,750 -12,443,354 Decreased
Liabilities 82,058,064 82,954,000 +895,936 Relatively Stable
Equity 9,890,853 23,826,000 +13,935,147 Significantly Increased
Net Income -1,270,238 249,500 +1,519,738 Turned Positive
ROA (%) -1.51% 0.19% +1.70% Increased
ROE (%) -12.93% 0.52% +13.45% Increased

Effect Size (Cohen’s d)
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In summary, through both the A method and Cohen's d, it becomes clear that the Acquisition has
a substantial practical effect on financial performance, first in capital and liquidity and then in risk
management, but the improvement in profitability is moderate, while efficiency improvement is quite
minor. This shows that the process of change following acquisition is slow, since structural improvements
come first.

Table 11. Cohen’s d (Effect Size Analysis)

Variable Cohen’s d Category Interpretation
Total Assets 0.80 Large Effect Strong increase
Financing (Loans) -0.70 Medium Effect Moderate decrease
Liabilities 0.05 Negligible No meaningful change
Equity 2.20 Very Large Effect Very strong impact
Net Income 0.60 Medium Effect Moderate recovery
ROA (%) 0.50 Medium Effect Gradual improvement
ROE (%) 0.55 Medium Effect Gradual improvement

Note: The interpretation of Cohen’s d follows Jacob Cohen (1988):
0.2 = small effect, 0.5 = medium effect, 0.8 = large effect.

Using Cohen's d, in addition to the A, strengthens the significance of the results presented,
showing not only the statistical differences but also their great practical importance: the largest changes
after the Acquisition occurred in the bank's structure, specifically its capital and liquidity ratios. The
increase in the capital adequacy ratio (CAR) was equal to 7.86 points, which is considered a very high
impact size (d=3.14). Such impressive growth in losses can be fully accounted for by synergy theory,
given the substantial value of post-acquisition resource integration. In terms of liquidity management, the
effect size is very large (d =- 4.13), and the LDR decreased by 11.57 points. Aside from structural changes,
significant changes are observed in risk and profits, though to varying degrees. The NPL measure shows
a large change (d = -1.10), indicating that the bank's more rigorous approach through GRC credit
monitoring and evaluation has been successful. With respect to profits, the ROA ratio shows a moderate
change (d = 0.52), rising by 0.99 points. In line with signaling theory, this upward trend indicates the
bank's effective emergence from the crisis phase. The operational efficiency (BOPO) measure, on the
other hand, shows a minor effect (d = -0.32; a decline of 3.40 points).

In conclusion, these effect sizes reinforce an underlying hypothesis that Acquisition is
fundamentally a vehicle for structural change. Indeed, the statistics clearly demonstrate that
comprehensive changes in basic capabilities, financial capital, liquidity management, and risk control are
essential prerequisites for any improvements in operations and bottom-line performance. For the
successful implementation of the entire evolutionary process, GRC is indispensable as the primary driver
of sustainable performance enhancement.

CONCLUSION

This study answers the core research question by demonstrating that Kookmin Bank's Acquisition
of Bank Bukopin did not yield immediate, direct financial profitability but did successfully strengthen the
institution's fundamental capital and liquidity structures. By introducing a new conceptual perspective
grounded in SEM-PLS analysis, this study concludes that translating a corporate acquisition into
sustainable financial performance is fundamentally an indirect process, heavily dependent on regulatory
Compliance. Specifically, Compliance emerges as the exclusive and critical mediator in this relationship.
Ultimately, the true value of a banking acquisition lies not in immediate financial synergy, but in the
acquirer's ability to instill a disciplined, compliance-driven operational foundation. This study
acknowledges certain limitations. The single-case focus on KB Bank Indonesia may limit the
generalizability of findings across international regulatory environments or non-banking sectors.
Furthermore, the post-acquisition observation window (2021-2024) restricts the analysis of the long-term
maturation of Governance and Risk Management. For future research, it is recommended to conduct
longitudinal studies spanning a decade to capture the delayed performance effects of governance changes.
Expanding the sample to include multi-country M&A transactions would greatly enhance the
generalizability of the proposed GRC mediation model.
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