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ABSTRACT 
One of the most appropriate efforts in economic empowerment is to develop economic 
activities that become the basis of the economic life of all people and are able to 
accommodate existing human resources. Financial analysis aims to assess whether a 
particular activity being carried out is financially feasible, or can provide financial benefits 
for the business which aims to maximize profits. This research aims to determine the 
financial feasibility of home industry palm sugar in Letta Village, Lembang District, Pinrang 
Regency by calculating the Net Present Value (NPV), Internal Rate of Return (IRR), Payback 
Period (PP), and Profitability Index (PI). This type of research is quantitative research with 
survey methods. The sample in this research was 1 palm sugar craftsman in Letta Village, 
Lembang District, Pinrang Regency with a sampling technique, namely using a Purposive 
Sampling technique or deliberately using certain criteria. The data analysis technique used 
is feasibility analysis. The results of the research show that the home industry palm sugar 
business in Letta Village, Lembang District, Pinrang Regency is financially feasible to 
operate because the Net Present Value (NPV) value is IDR 153,231,875, the Internal Rate of 
Return (IRR) is 47% with a level of interest rate of 15%, Profitability Index (PI) > 1.00, which 
is 5.03%, and the Payback Period (PP) obtained in the home industry palm sugar business 
is 2 months 3 weeks, the time required to return business capital. 
 
Keywords : Business Analysis, Financial Feasibility, Palm Sugar 

 
INTRODUCTION 

 One of the most appropriate efforts to strengthen the economy is to develop economic 
activities that form and are able to be the basis of the economic life of existing human resources. 
The development of small enterprises (small industries and domestic industries) is one of the 
activities that develop economic activity that is expected to improve the well-being of rural 
people [1]. Palm sugar is one of the most economically valuable crops, is so promising in its 
development, and has huge potential to boost the region's economy [2]. 

The purpose of financial analysis is to assess whether a particular action can bring 
financial benefits to a company aimed at maximizing profits. Because when making a decision 
based on an assessment of the profitability of an activity, it is essential to consider all the costs 
and benefits associated with and/or actually obtained from the implementation of the activity 
[3]. The Directorate-General of Agriculture (Ditjenbun) stated that by 2020, the extent of sugar 
production in Pinrang district will be 10 hectares of unproduced crops, 315 hectares of 
unproductive or damaged plantations, 393 ha of people's gardens, 176 tons of production, and 
559 kg/ha of productivity. The sugar industry in Pinrang district has a total of 362 head of 
family [4]. 
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In 2023, the Central Statistical Agency of Pinrang district stated that the area and 
production of plantation plants according to the type of plant in Lembang district in 2020 were 
194 ha, with a total production of 75.20 kg, while in 2021 the area of production and plantation 
of plants were 194 ha with a production of 99 kg. The village of Letta is situated in the high 
plains, where the western and southern sides are the plains and plantations, and the northern 
side are the protected forest and plantation areas. The village of Letta has a subtropical climate, 
which is an area with cold weather both night and day. The village of Letta has two seasons: 
the rainy season and the rainy season. The income of the population comes from agriculture 
and farming, seeing the fertile natural conditions and sufficient rainfall. Letta is an asset that 
can produce various yields of land that can increase investment in the area, and also, with the 
character of the hard-working society and the inherent strength of cutting-edge technology, it 
has the potential to drive the economic growth of the community in the village. 

The village of Letta has natural resources such as rice, coffee, cengkeh, kemiri, and sugar 
aren, and the dominant jobs of the Letta village people are farmers, gardeners, and livestock 
farmers. The village of Letta, as one of the centers of sugar production, has never been studied 
before to analyze the financial viability of the sugar industry and to find out whether the 
development of such an enterprise is profitable or not. The financial analysis aims to give the 
sugar businessman an idea of the added value generated by the company. To fully determine 
whether a business is eligible or not, eligibility criteria such as payback period (PP), net worth 
(NPV), internal rate of return (IRR), and profitability index (PI) can be used [5]. The aim of the 
research is to find out the viability of the sugar business and the household industry from its 
financial aspects by calculating the net present value (NPV), internal rate of return (IRR), 
payback period (PP), and profitability index (PI). 

 
RESEARCH METHOD 

Research Location 
The study was conducted in March–June 2023 in Letta Village, Lembang district, Pinrang 

City. This type of research is quantitative research with survey methods. The sample in this 
research is a sugar craftsman in the village of Letta, Lembang district of Pinrang, with the 
sampling technique of purposeful sampling or deliberately using certain criteria. The data 
sources used are primary data and secondary data. 
Data Analysis Techniques 

The data analysis techniques used in this study are business analysis and financial 
viability analysis, i.e., financial aspects by calculating net present value (NPV), internal rate of 
return (IRR), payback period (PP), and profit index (PI) :  
1. Business Analysis  

 Business is the analysis that seeks and coordinates the factors of production, like capital, 
in order to generate the greatest profit [6]. 

Production Cost Analysis 
The analysis of the total cost of production is calculated according to the formula 

according to [7] as follows :  
TC = VC + FC 
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Description:  
  TC = Total Cost  
  VC = Variabel Cost  
  FC = Fixed Cost 
Revenue Analysis 

The profit formula can be written as follows : 
TR = Q.P 

Description: 
TR = Total Revenue 
Q   = Quantity 
P   = Price 
Income Analysis 

The income formula can be written as follows : 
π = TR-TC 

Description : 
π  = Income 
TR  = Total Revenue 
 TC  = Total Cost 
2. Financial Qualification Analysis 

Based on [8], one perspective that can be considered in a feasibility study is the financial 
aspect. By analyzing the financial aspects of the project from the perspective of the company 
or person who invests in the project.  
Net Present Value (NPV) 

Net present value can be understood as the current value of the income flow generated 
by an investment with the following formula [9]. 

NPV = � Bt-Ct
(1+i)t

n

t=0
 

Description : 
Bt  = profit in the years to-t 
Ct  = Cost in the years to-t  
i  = Usage Level 
t    = Years to-t 
Internal Rate of Return (IRR) 

Internal Rate of Return (IRR) The IRR is the maximum rate of return that may return the 
costs planted with the formula according to [9]. 

IRR - i1 + NPV 1 
NPV1-NPV2

 x (i2-i1 ) 

 
Description : 
i1   = Favorable interest rates. NPV positive 
i2   = Favorable interest rates. NPV negative 
NPV 1  = Positive NPV 
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NPV2   = Negative NPV  
Payback Period (PP) 

The return timeframe is the length of time the cash flow takes to cover the investment 
cost. [9], by using a formula :   

PP = I
Ab

x 1 year 
Description : 
 I  = Investment Value 
 Ab  = Discounted net cash inflow 
 
Profitability index (PI) 

A profitability index is a comparison of the present value of future net cash income and the 
current value of the investments made.  

PI = 𝑃𝑃𝑃𝑃 𝑛𝑛𝑛𝑛𝑛𝑛 𝑐𝑐𝑐𝑐𝑐𝑐ℎ 𝑐𝑐𝑎𝑎𝑎𝑎𝑎𝑎𝑛𝑛𝑛𝑛
PV investment amount 

 x 100% 
The eligibility criterion is that if PI > 1, then the investment is worthy. On the contrary, if PI 

< 1, then the investment is not worth it [10].  
 

RESULT AND DISCUSSION 
Analysis of the Cost of Processing Sugar Aren in Letta Village, Lembang District, Pinrang 
District. 
1. Fixed Cost 

A fixed cost is the cost of sugar craftsmen that does not affect production [11]. The fixed 
cost of the sugar aren enterprise includes the cost of equipment and construction. Fixed fees 
are shown in the table below: 
Table 1. Fixed Cost of Sugar Aren Efforts During Production (1 Year). 

 
Source: Processed Data, 2023 

Based on Table 1 above, it can be known that the use of fixed costs for processing sugar 
by enterprises in the village of Letta consists of building costs and equipment costs. By making 
a narrowing of tools to generate building costs of Rp 273,000 and Rp 211,200 for equipment 



J-PEN Borneo: Journal of Agricultural Sciences 
Volume VI Number 2, October 2023 
Pages: 40-49 

E-ISSN: 2599-2872 
P-ISSN: 2549-8150 

 

44 
 

costs. So it generates a fixed cost that has been carried out reduction of the device that is in 
total is Rp 484.200. It is in accordance with the opinion [12] The fixed cost is the cost of the 
industry, which is not exhausted in a period of production. The greatness of the small cost of 
production is not influenced by the amount of production produced. 
2. Variable Cost 

A variable cost is the cost that affects the production of sugar ore [13]. The variable cost 
issued by sugar craftsmen in Letta Village is shown in the table below:  
Table 2. Variable Cost of Sugar Aren Entrepreneurship During the Production Period (1 Year). 

Source: Processed Data, 2023 
Based on the above table, it can be seen that the variable cost of sugar is Rp 6.624.000, 

which covers support costs, fuel costs, packaging costs, and transportation costs. Supporting 
material costs are the costs issued by the sugar aren artisans in the purchase of coconut, which 
are used by the artisans when doing the process of producing sugar aren so that during the 
cooking process, nira aren does not overflow out.  Supportive material is coconut, which is 
bought for Rs 10,000 each week. The cost of the fuel used by the craftsmen in the process of 
processing sugar is wood. The purchase of wood is obtained not through the purchase but by 
searching for wood in the forest. So the cost that is counted in the fuel cost is only the cost of 
buying cork and petroleum as fuel. Packaging costs are the costs that are issued by sugar 
craftsmen when buying plastic as a container or place used by consumers when buying sugar. 
As the transportation used by the craftsmen in the morning and afternoon when taking nira. 
The transportation cost becomes one of the variable costs because it is the cost that continues 
to be spent by the artisans in the process of sugar cane production. It's in line with the opinion 
[13]. That variable cost is the cost that is routinely spent on every large production effort, 
depending on the quantity that is to be produced. 
3. Total Cost 

Total cost is the sum of fixed costs and variable costs [14]. The total cost is shown in the 
table below:  
Table 3. Total Sugar Enterprise Costs During the Production Period (1 Year) 

No. Cost Description Cost (Rp) 
1. Fixed Cost 484.200 
2. Variable Cost 6.624.000 
 Total 7.108.200 

Source: Processed Data, 2023 
Based on the above table, it can be known that the total total production costs seen from 

the fixed costs (buildings and equipment costs) that have been carried out reduction of tools 
and variable costs (support materials, fuel, packaging, and transportation) during 1 year 
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production of processing sugar aren enterprises in Letta district of Lembang district Pinrang 
is of Rp 7.108.200. If the total income of sugar craftsmen in Leta district Lembang during the 
production period is Rp 35.731.800 and it only takes 3 months and 1 week to return the capital 
used, then the total business cost of Rp 7.108,200 used belongs to small. It's in line with the 
opinion [14] that the total cost is the total amount of enterprise capital consisting of fixed costs 
and variable costs. 
4. Revenue Analysis 

Acceptance is the output of the production of palm sugar multiplied by the sale price of 
the palm sugar [15]. Total income is shown in the table below:  
Table 4. Total Palm Sugar Enterprise Revenue During the Production Period (1 Year) 

No. Uraian Biaya 
1. Jumlah Produksi(Kg) 2.520 
2. Harga/ 1 Kg(Rp) 17.000 
 Jumlah 42.840.000 

Source : Processed Data, 2023 
Based on the results of the above table, the receipts obtained by the craftsmen during the 

1-year period of sugar production are in the Letta village of Lembang district of Pinrang, where 
the price applicable at the time of the research was Rs 17,000 per kg. The receipt from the 
processing of the sugar industry in the Letta district is Rs 42.840,000 in 1 year, where the output 
of production is 2520 kg in times of the selling price of Rs 17.000. It's in line with the opinion 
[11] revenue analysis serves to measure the success of an enterprise, determine the main 
component of revenue and whether it can still be increased or not, and calculate the value of 
the production of the enterprise over a certain period of time at the sale price. 
5. Income Analysis 

The turnover is the difference between the total income and the total cost of the business 
[16]. Total income from sugar aren is shown in the table below : 
 Table 5. Total Sugar Aren Enterprise Revenue During the Production Period (1 Year) 

No. Description Cost (Rp) 
1. Revenue 42.840.000 
2. Total Cost 7.108.200 
 Income 35.731.800 

Source : Processed Data, 2023 
Based on Table 5 above, it appears that sugar processing enterprises were in the village 

of Letta during the production period (1 year) that is, the total receipts processed by the 
craftsman is Rp 42.840,000 in (1 year) with the total expenditure of Rp 7.108.200 so that the 
total income received by the sugar craftsmen from the difference between the receipt and the 
total cost is Rp 35.731.800 in (1 year). 

 
 

Financial Analysis of Sugar Aren Enterprises in Letta Village, Lembang District, Pinrang. 
1. Net Present Value 
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The net present value is defined as the current value of the income flow generated by 
the investment. 
Table 6. Calculation of the NPV of The Sugar Industry 

Year Benefit (Rp) DF 15% PV (Rp) 
1 35,731,800 0.8696 31,071,130 
2 35,731,800 0.7561 27,018,374 
3 35,731,800 0.6575 23,494,239 
4 35,731,800 0.5718 20,429,773 
5 35,731,800 0.4972 17,765,020 
6 35,731,800 0.4323 15,447,843 
7 35,731,800 0.3759 13,432,907 
8 35,731,800 0.3269 11,680,789 
    

Pv from cashflow 160,340,075 
PV from net investment 7,108,200 

Net Present Value 153,231,875 
Source : Processed Data, 2023 

Based on the above table, it can be known that the NPV of the processing of the palm 
sugar enterprise in the village of Letta is Rp 153.231.875. Because of the Rp 153.231,875 > 0, this 
sugar arena enterprise can be said to be financially worthy of being implemented. According 
to [10], the NPV assessment criterion is that if NPV > 0, then the investment is accepted; 
otherwise, if NPV < 0, then the investment is rejected. Based on previous research [17], an NPV 
value of 125.133.98 with a 10% discount factor based on the financial analysis of eligible 
ventures was developed. So from the comparison of previous research, the sugar aren business 
in the village of Letta in Lembang district Pinrang is worthy of being developed financially. 
2. Internal Rate of Return 

The internal return rate is the return rate of the company on the invested capital.  

𝑰𝑰𝑰𝑰𝑰𝑰 = 𝒊𝒊𝒊𝒊 +
𝐍𝐍𝐍𝐍𝐍𝐍𝒊𝒊

𝑵𝑵𝑵𝑵𝑵𝑵𝒊𝒊 −𝑵𝑵𝑵𝑵𝑵𝑵𝑵𝑵
× (𝒊𝒊𝑵𝑵 − 𝒊𝒊𝒊𝒊) 

𝑰𝑰𝑰𝑰𝑰𝑰 = 𝟎𝟎,𝒊𝒊𝟏𝟏 +
𝒊𝒊𝟏𝟏𝟏𝟏.𝑵𝑵𝟏𝟏𝒊𝒊.𝟖𝟖𝟖𝟖𝟏𝟏

𝒊𝒊𝟏𝟏𝟏𝟏.𝑵𝑵𝟏𝟏𝒊𝒊.𝟖𝟖𝟖𝟖𝟏𝟏 − 𝒊𝒊𝟏𝟏𝟎𝟎.𝟎𝟎𝟎𝟎𝟎𝟎.𝟒𝟒𝑵𝑵𝟖𝟖
× (𝟎𝟎,𝑵𝑵 − 𝟎𝟎,𝒊𝒊𝟏𝟏) 

𝐼𝐼𝐼𝐼𝐼𝐼 = 47% 
It can be seen that the value of NPV1 is 153.231.875 and NPV2 is 130.000.427, so the result 

of the calculation of the IRR is 47%. Where 47% is greater than the rate of interest used, which 
is 15%, it can be concluded that the sugar cane business in the village of Letta is financially 
worthy of being carried out. According to [18], the eligibility criteria are that when the IRR > 
return stream (i) is desired, the project is accepted, but when the IRR < desired return stream 
(i), the project is rejected. In the study [18], if the IRR on enterprise development is greater than 
the discount factor used of 6%, then the enterprise deserves to be developed. Based on 
comparisons with previous research, the research on sugar aren enterprises in Letta village of 
Lembang district Pinrang deserves to be developed. 
3. Payback Period 
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A payback period is a period that is needed to measure how quickly the return on 
investment is required in a business (Khotimah and Sutiono, 2014). 

𝐍𝐍𝐍𝐍 =
𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈
𝐍𝐍𝐈𝐈𝐈𝐈 𝐂𝐂𝐂𝐂𝐈𝐈𝐂𝐂 

× 𝒊𝒊 𝐘𝐘𝐈𝐈𝐂𝐂𝐘𝐘 

𝐍𝐍𝐍𝐍 =
𝟖𝟖.𝒊𝒊𝟎𝟎𝟖𝟖.𝑵𝑵𝟎𝟎𝟎𝟎
𝟏𝟏𝟏𝟏.𝟖𝟖𝟏𝟏𝒊𝒊.𝟖𝟖𝟎𝟎𝟎𝟎

× 𝒊𝒊 𝐘𝐘𝐈𝐈𝐂𝐂𝐘𝐘 

𝐍𝐍𝐍𝐍 = 𝑵𝑵,𝟏𝟏 
Based on the calculation of the payback period it can be known that the capital return 

time of the sugar aren enterprise is 2 months 3 weeks. It's in line with the opinion [18] In the 
payback period, the investment plan is said to be worthwhile if k < n and vice versa. Where K 
is the sum of the return period and n is the life of the investment. Comparison to research [17] 
the payback period obtained is 2 years, 8 months, and 8 days, which is shorter than the project's 
age of 3 years. So from the comparison of the research, the sugar industry in the village of Letta 
Lembang, district Pinrang, is worth developing because it only takes 2–3 weeks to return the 
capital of the enterprise. 
4. Profitability Index 

A probability index is a comparison between the present value of the expected future 
net cash flow and the current value of an investment that has been made. 

𝐍𝐍𝐈𝐈 =
𝐍𝐍𝐈𝐈𝐈𝐈 𝐂𝐂𝐂𝐂𝐈𝐈𝐂𝐂 𝐍𝐍𝐍𝐍 𝐀𝐀𝐈𝐈𝐀𝐀𝐀𝐀𝐈𝐈𝐈𝐈

𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈𝐈 𝐍𝐍𝐍𝐍 𝐀𝐀𝐈𝐈𝐀𝐀𝐀𝐀𝐈𝐈𝐈𝐈 
× 𝒊𝒊𝟎𝟎𝟎𝟎% 

𝐍𝐍𝐈𝐈 =
𝟏𝟏𝟏𝟏.𝟖𝟖𝟏𝟏𝒊𝒊.𝟖𝟖𝟎𝟎𝟎𝟎
𝟖𝟖.𝒊𝒊𝟎𝟎𝟖𝟖.𝑵𝑵𝟎𝟎𝟎𝟎

× 𝒊𝒊𝟎𝟎𝟎𝟎% 

𝐍𝐍𝐈𝐈 = 𝟏𝟏,𝟎𝟎𝟏𝟏% 
From the above calculations, the profitability index is 5.03%, which indicates that this 

effort is worthwhile. It's in line with the opinion [10] the criterion for the profitability index is 
that a project is considered eligible if PI > or equals 1,00; otherwise, it is not assessed if PI < 
1,00. Based on research [10]. The profitability index is 4.2 if PI > 1,00. So from the comparison 
of the research on the sugar industry in Letta district of Lembang, Pinrang district is worthy 
of being carried out because the PI value is 5.03% > 1.00. 

 
CONCLUSION 

Based on the results of the research on the eligibility analysis of the sugar processing 
enterprise in the household industry in Letta district of Pinrang district, it is said that it is 
worthy to be carried out. This is seen from the consideration of the feasibility of the enterprise 
that can be implemented, as seen by the criteria that are produced, namely, the net present 
value (NPV) has a positive value of Rs. 153.231.875, an internal return rate (IRR) of 47% 
indicates a higher return rate than interest, a payback period (PP) of 2.3 months or 3 weeks, 
and a profitability index (PI) of 5.03% indicates that the undertaking deserves implementation. 
Based on the conclusion, the researchers suggested to the sugar craftsmen that if they continue 
to increase the production of sugar aren, then the production activities should be carried out 
well and correctly, and the craftsman should know and account for the costs of production of 
his enterprise so that the financial costs are more directed and able to cultivate aren trees so 
that aren can be used in the future. 
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