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ABSTRACT

ARTICLE INFO

Indonesia Tobacco Industry is one of the most prosperous business
in the world, globalization made company across the globe racing to
acquire tobacco company. Indonesian investment climate allows
acquisition conduct by a foreign company in this sector. This study
based on the acquisition of PT. Bentoel Internasional Investama
(RMBA) by aforeign company (British American Tobacco) in 2010,
the data was collected from the annual report of RMBA during 2006-
2015. Four accounting ratio were applied to test the significant change
in the financial performance of RMBA five years before and five years
after the acquisition. There is a significant difference in the financial
performance of the RMBA between pre and post-acquisition. The
significant difference can be used as an input to improve RMBA
financial performance. This study provides an empirical analysis
before and after acquisition that can beserved for afuture strategy
on acquisition tobacco company in Indonesia.
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INTRODUCTION

Tobacco industry grows rapidly in South East Asia
especially in Indonesia, the tobacco company
always become a symbol of wealth and prosperity
that because of strong and steady demand for a
cigarette. This can be interpreted as sustain
business, constant revenue, and high-profit result.
The tobacco industry commonly has greater
economic leverage than any other industry. The
impact is directly giving a price per shares of

tobacco company relatively high; this is why many
corporations want to have tobacco company on
their hand. According to Suparwoto (1990:4), there
is three-way to merged company: Consolidation,
Mergers, and Acquisitions.

Commonly to penetrate tobacco industry in
Indonesia foreign company prefer acquisition
which means to take over ownership or control

-144 -



International Journal of Business Studies Vol. 2 No. 3 ( October 2018)

over of shares or asset of an enterprise by
another company, and in the event of either
acquired or expropriated company still exist as
aseparate legal entity (Moin, 2003). The impact
of this act will directly hit every sector from the
employee, asset, equity, liability, etc. This study used
PT. Bentoel Internasional Investama (RMBA) as
a company that acquired by British American
Tobacco (BAT) in 2010. This acquisition is made
BAT as acontrolling shareholder of this company
by buying 51% of their share. The conduct
between two company will give impact on RMBA
directly on financial performance.

The purpose of this study is to measure of
asuccessful acquisition as astrategy activity can
be seen both through the achievement of market
share and from the financial ratios include
liquidity ratio, solvency ratio, ratio activity, and
profitability ratios. From the measurement of
those ratios that can answer how the acquisition
made an impact on the financial performance of
RMBA in the period five years before (pre-) and
five years after (post-) acquisition.

LITERATURE REVIEW

Acquisition

Nakamura (2005) said that an acquisition takes
place when a company attains all or part of the
target company's assets and the target remains
as a legal entity after the transaction whereas in a
share acquisition acompany buys acertain share
of stocks in the target company in order to
influence the management of the target company.

Majority of the studies has focused on the pre-
and post-acquisition performance of the company
involved, often with rather conflicting results. Rao
and Sanker (1997), for instance, found a positive
effect on the liquidity, leverage, and profitability
of the acquirer firms. Other studies have also
shown a positive impact on firms' performance
(Hitt, Harrison & Best, 1998; Chevalier, 2004) but
several other studies have found that Merger and
Acquisition either have no effect or are detrimental
to firm's post-acquisition performance.

Financial Ratio Analysis

1. ROE (Return on Equity)

Return on Equity is afinancial ratio that how
much profit a company earned compared to the
total amount of shareholder equity invested or
found on the balance sheet. ROE is what the
shareholders look in return for their investment.
A business that has ahigh return on equity is
more likely to be one that is capable of generating
cash internally. There is a statement that the
higher the ROE the better the company is in
terms of profit generation. Khrawish (2011) said
that ROE is the ratio of Net Income after Taxes
divided by total equity capital. It represents the
rate of return earned on the funds invested in the
company by its stockholders. ROE reflects how
effectively firm management is using shareholder
funds. Thus, it can be deduced from the above
statement that the better the ROE the more
effective the management in utilizing the
shareholders capital.

Net Income
Shareholders Equity

Return on Equity =

1. ROA (Return on Assets)

Return on Assets is another major ratio that
indicates the profitability of a company. It is a ratio
of Income to its total asset (Khrawish, 2011). It
measures the ability of the company management
to generate income by utilizing company assets
at their disposal. It shows how efficiently the
resources of the company are used to generate
income. In other words, further indicates the
efficiency of the management of a company in
generating net income from all the resources of
the institution (Khrawish, 2011). There is a
statement that ahigher ROA shows the company
is more efficient in using its resources.

Net Income

Return on Assets = ————
Total Assets

1. Current Ratio

The current ratio is not only the measure of the
company's liquidity but also is a measure of the
margin of safety that management maintains to
allow for the inevitable unevenness in the flow of
funds through the current asset and liability
accounts (Anthony et al., 2010). The current ratio
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isthe true indicator of liquidity since it considers
the overall magnitude of each fund (Gitman, 2005).
The ideal current ratio is 2:1 (Pandey, 2010;
Chandra, 2008), but nowadays in the presence of
high competition in the market several firms have
tried to achieve a zero or even a negative. So, it can
be very difficult to interpret the current ratio at
present.

. Current Assets
Current Ratio =

Current Liabilites

1. Net Profit Margin

Net profit margin measures how much profit out
of each sales dollar is left after all expenses are
subtracted-that is, after all operating expenses,
interest, and income tax are subtracted (Andrews,
2007:92).

Net Income

Net Profit Margin =
Net Sales

RESEARCH METHODS

The methodology used in this study is quantitative
research, this method used as a tool to measured
data with various variables. The data used in this
study is from (RMBA) PT. Bentoel Internasional
Investama Annual Report on Five years before the
acquisition and Five years after the acquisition.
This study is used as a benchmark on the financial
performance of the company before and after the
acquisition.

The data on this study is based on the annual
report published by RMBA from 2006-2010 (before
acquisition) until 2011-2015 (after acquisition by

BAT), this study used annual report has been
published year on year to describe the impact of
the acquisition on financial performance. The
variable used in this study is Current Ratio, Return
on Equity, Return on Asset, Net Profit Margin. This
study also used descriptive analysis to get more
detail about any aspect of financial performance
from every variable that has been used.

This study is to test if there is a difference in
financial performance with one-sample t-test,
which is the benchmark is two years before the
acquisition. The level of significance (a) = 0,05 and
tested criteria are shown below:

a. if Sig t > 0,05, then Ho Accepted, which mean
partially there is no significant difference in
financial performance before and after the
acquisition.

b. ifSigt<0,05,then Ho Not Accepted, which mean
partially there is a significant difference in financial
performance before and after the acquisition.

RESULTS AND DISCUSSIONS
To evaluate financial condition & financial
performance of a company needed to check with
Financial Ratio James C Van Horne (2001: 201).
Based on the RMBA annual report from 2006-2015
tested with four ratios: Current Ratio, Return on
Equity, Return on Asset, Net Profit Margin that

shown in table 1.

Table 1. Ratio Pre-Acquisition and Post-Acquisition

Years Current Ratio (%) ROE (%) ROA% Net Profit Margin (%)
2006 160,73 12,63% 7,09 4,86
2007 353 17,78 89 53
Pre- acquisition 2008 247,83 14,62 5,75 4,03
2009 265,92 -8,13 0,58 -2,04
2010 249,99 10,82 4,75 2,46
2011 111,96 13,62 5,45 3,04
2012 164,27 -16,81 -4,87 -3,28
post- acquisition 2013 117,87 -118,17 -11,29 -8,49
2014 100,17 163,13 -22,23 -16,17
2015 220,34 52,04 -12,94 -9,74
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Current Ratio One Sample T- Test

From the result, it seems that the value of Sig
t < 0,05 which mean there is a significant different
current ratio on financial performance before
and after the acquisition. According to (Helfert,
1998) Current Ratio is a tool to test the protection
level for alender on short term loan that given
to the company to fund the operational cost.
According (Sawir, 2009) the lowest current ratio
means there is liquidate problem but too high
current ratio mean there are too many idle funds,
this is effecting on lowering capability of the
company generating income.

ROE One Sample T- Test

From the result, it can see that value of Sig t (0,105)
> 0,05 on the pre-acquisition side and Sig t (0,703)
on post-acquisition side which mean there is no
significant different ROE on financial performance
before and after the acquisition. According (Kasmir
2012:204) Return on Equity is the ratio to measure
net income after tax generates with equity. This
ratio shows how efficient equity use, higher return
on equity mean the better because the company
not depending on liability as a source of fund and
directly make a company in a strong position.
According to Jumingan (2011: 245), return on
equity used to measure how far a company
generates net profit from equity only.

ROA One Sample T-Test

From the result, it can see that value of Sig
t (0,018) < 0,05 on the pre-acquisition part

One-Sample Statistics

which means there is significant different ROA
on financial performance. According (Machfoedz
1998) ROA describes that financial performance
to generate income from an asset that uses for
operating of the company. To generate income
from the asset will impact on shareholder, higher
ROA describes better financial performance and
shareholder will earn more dividend from

retained earnings, lower ROA means lower

financial performance.

NPM One Sample T- Test

From the result, it can see that value of Sig
t (0,09) < 0,05 on the pre-acquisition part which
means there is significant different NPM on
financial performance. According (Kasmir 2013)
Net Profit Margin
comparing profit after interest and tax compare

is to measure profit by

with sales. The higher net profit margin means
higher company productivity and profitability.
Company liquidity that represents a company's
cash used to determine the company's profit
margin. If net profit margin decrease that means
company profit decrease will decrease either.

According to One Sample Test that used in this
study for all variable (Current Ratio, ROE, ROA,
NPM) there is a significant difference shown by
table 2.

N Mean Std. Deviation | Std. Error Mean
preacquisition 5 255, 4940 68, 34722 30,56580
postacquisition 5 142, 9220 49, 65699 22,20728

One-Sample Test

Test Value = 0

95% Confidence Interval of the Difference
Mean
t t Sig. (2-tailed) Difference Lower Upper
preacquisition 8,359 4 ,001 255,49400 170, 6297 340, 3583
postacquisition 6,436 4 ,003 142,92200 81,2647 204, 5793

Figure 1. Current Ratio with One Sample T-Test
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One-Sample Statistics

N Mean Std. Deviation | Std. Error Mean
preacquisition 5 5,4140 3,11779 1,39432
postacquisition 5 -9,1760 10, 26529 4,59078
One-Sample Test
Test Value = 0
95% Confidence Interval of the Difference
Mean
t t Sig. (2-tailed) Difference Lower Upper
preacquisition 3,883 4 ,018 5,41400 1,5427 9,2853
postacquisition -1,999 4 ,116 -9,17600 -21,9220 3,5700
Figure 3. ROA Ratio with One Sample T-Test
One-Sample Statistics
N Mean Std. Deviation | Std.Error Mean
preacquisition 5 2,9220 2,97797 1,33179
postacquisition 5 -6,9280 7,21856 3,22824
One-Sample Test
Test Value = 0
95% Confidence Interval of the Difference
Mean
t t Sig. (2-tailed) Difference Lower Upper
preacquisition 2,194 4 ,093 2,92200 -,7756 6,6196
postacquisition -2,146 4 ,098 -6,92800 -15,8910 2,0350
Figure 4. Net Profit Margin Ratio with One Sample T-Test
One-Sample Statistics
N Mean Std. Deviation | Std.Error Mean
preacquisition 5 9,5440 10,21175 4,56683
postacquisition 5 18,7620 102, 45941 45,82124
One-Sample Test
Test Value = 0
95% Confidence Interval of the Difference
Mean
t t Sig. (2-tailed) Difference Lower Upper
preacquisition 2,090 4 ,105 9, 54400 -3,1356 22,2236
postacquisition ,409 4 ,703 18, 76200 -108, 4582 145, 9822
Figure 2. ROE Ratio with One Sample T-Test
Table 2. Statistic Data Financial Ratio RMBA
No Financial Ratio Sig. Alfa (o) Ho Accepted/ Rejected Other Information
1 Current Ratio 0,003 0,05 Ho Rejected Significant
2 ROE 0,703 0,05 Ho Accepted No significant
3 ROA 0,018 0,05 Ho Rejected Significant
4 NPM 0,098 0,05 Ho Rejected Significant
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CONCLUSIONS

According to the research which has been done, it
can be concluded three variables, which are
Current Ratio, Return on Assets and Net Profit
Margin that has a significant impact on post-
acquisition at RMBA. While the other variable,
which is Return on Equity does not have a
significant impact on post-acquisition. This
relation shows that the acquisition of a tobacco

of a company in the last five years after the
acquisition, furthermore financial performance
in pre-acquisition is much better and there is
a positive relation between Current Ratio,
Return on Assets and Net Profit Margin with
RMBA financial performance. Regarding the
recommendation for future research, the study
can be more accurate if increasing the number of

samples of the companies, extending the years of

company does significantly affect financial samples, and added more variable ratio.

performance.

Also, acquisition of RMBA by BAT has a big
impact of decreasing the financial performance
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