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1. Introduction

Non-timber forest products have the potential to have an impact on increasing the income of communities
around the forest and contributing to the country's foreign exchange [1]. One of the non-timber forest products
that can be utilized by the community is rattan. Rattan has a high selling value and can be processed into
various furniture materials [2]. Rattan is a very important non-timber forest product commodity for Indonesia
because Indonesia is the largest rattan producing country in the world (80% of the world rattan trade). Under
these conditions, Indonesia has a great opportunity in the rattan processing industry which can produce added
value beyond raw rattan. Rattan processing businesses can produce processed products aimed at achieving a
certain goal of profit so that the business can be carried out continuously [3].

The rattan industry, which has developed as a reliable commodity for state revenues, has been seen as a
trade commodity for non-timber forest products (NTFPs) which is quite important for Indonesia [4]. Furniture
and other products made of rattan for domestic and foreign markets [5]. One of the rattan handicraft trading
businesses which is quite developed is in Rumbai District, Pekanbaru City. The trading business produces two
groups of types of handicrafts, namely furniture and woven crafts. Handicrafts in furniture include minimalist
dining tables, patio chairs, and guest tables, while wicker handicrafts include rocking chairs, serving lids,
terraced flower pots, cloth baskets, rattan ring basket, fruit baskets, aqua baskets, and others.

To assist entrepreneurs in making business decisions, a business feasibility analysis can be carried out so
that they can help prevent entrepreneurs from losing business. Feasibility analysis is an aspect that is used to
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calculate the finances of a business as a whole [6]. In knowing the feasibility analysis, you can use Net Present
Value (NPV), Internal Rate of Return (IRR), and Net Benefit Cost Ratio (BCR) analysis, to find out whether
a business is feasible or not [7].

In the rattan trading business, trade information is also needed as an economic activity that functions to
bring or deliver goods/services from producers to consumers [8]. The ultimate goal of the trading system is to
place goods in the hands of consumers. Based on these problems carried out research that aims to analyze the
feasibility of the rattan business and trade system to develop rattan handicraft business in Rumbai Pekanbaru
District.

2. Method
The research was carried out at the Rattan Crafts Trading Business in Rumbai District, Pekanbaru City,
Riau Province from December 2022 to April 2023. The research location can be seen in Figure 1, as follows:
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Figure 1. Map of Research Locations at Rumpai District Pekan Baru

The tools used in this research are cameras and stationery. The software for data analysis used is Microsoft
Excel. The materials used in this study were questionnaires for collecting primary data and secondary data,
and previous research reports from various supporting literature.

2.1. Data collection techniques and sources

The collection technique data is done by field survey through observations, interviews, and questionnaires
on rattan craftsmen and Trade Units (UD). The data sources used are primary data and secondary data [9].
Primary data is data obtained from respondents which can be in the form of respondent identity consisting of
age, education, business experience, regarding raw materials, business capital, labor, product marketing, costs
incurred in the production process, and income received. While the secondary data collected was obtained
from trading business documentation in the form of salaries, published financial reports from trading
businesses, and so on from the agencies concerned with this research [10].

2.2. Feasibility Analysis
A business feasibility analysis is used with the following formula to determine the extent to which
advantages can be received in engaging in an activity or business:

2.2.1. NPV (Net Present Value)
The formula used to calculate the NPV is as follows [11]

n At
NPV = EM (F2) - co (1)

Where: co: initial investment value
K: value of the lowest interest rate
At: cash flow in period t
t: year-th
n: number of years
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2.2.2. IRR (Internal Rate Of Return)
The formula used in calculating the IRR is as follows [12]

P2-P1
c2—-C1

IRR=P1—-Clx

2

Where: P1: positive NPV interest rate
P2: Negative NPV interest rate
CIl: NPV1
C2: NPV2

The business is said to be feasible if the IRR > the lowest interest rate (discount rate) and the business unit
is said to be infeasible if the IRR < the lowest interest rate (discount rate).

2.2.3. BCR (Benefit Cost Ratio)

A business is said to have economic benefits, and is feasible, if the BCR value is greater than one. If the
BCR value is less than one, then the business will incur economic losses if implemented. BCR calculated by
the formula [12]

PV Benefit

B .
/C Ratio = PV Cost

3)

Where: PV Benefits: Present Value of Profits
PV Cost: Present Value of Fees

2.3. Trade system analysis

The analysis carried out in the trading system is a qualitative analysis. The qualitative analysis is carried out
by direct observation of the state of the trading system which includes trading system institutions and trading
system functions, trading system channels, market structure, and market behaviour by rattan craftsmen to deal
with rattan price fluctuations [13].

3. Result and Discussion

3.1. Financial Feasibility

Assessing the financial feasibility of a business can be seen from the economic and business side. In general,
in reviewing financial feasibility, it is necessary to pay attention to the comparison of the value of the costs
that have been incurred [4]. The aspects used to calculate the feasibility of a financial business are Net Present
Value (NPV), Internal Rate of Return (IRR), and Benefit Cost Ratio (B/C Ratio) [14].

Table 1. Net Present Value (NPV) of rattan crafts in Rumbai District

No UD name NPV Information
1 UD Pak De 221,371,108 Worthy
2 UD Lasindo 150,345,332 Worthy
3 UD Kirana 190,321,395 Worthy
4 UD Young 222,703,352 Worthy
5 UD Citra 213,526,420 Worthy

3.1.1. Net Present Value (NPV)

Rattan crafts in Rumbai District as a comparison between the present value of incoming cash flows and the
present value of cash outflows at a certain period can be seen in Table 1. One of the advantages of using the
NPV method is that the calculation of cash flows can be based on the concept of the time value of money,
therefore in calculating NPV the most important thing is to interpret cash inflows and cash outflows in the
future [15]. In calculating the NPV in this study, the discount rate factor used is 5.70% according to the current
average bank interest rate. This bank's interest rate was obtained from Bank Indonesia's interest rate at the time
this research was carried out. Based on the financial feasibility analysis, the NPV value at UD Pak De was
221,371,108, the NPV at UD Lasindo was 150,345,332, The NPV at UD Kirana was 190,321,395, the NPV at
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UD Young was 222,703,352 and the NPV at UD Citra was 213,526,420. In this case, UD rattan handicrafts in
Rumbai has a positive value and will provide net benefits to the owners for a period of one year, thus based on
the NPV criteria, this business is feasible to carry out, because if the NPV > 0 then a business is feasible to
continue. This is in accordance with the NPV category, namely if cash inflows with a current value equal to
investment costs or in other words NPV = 0, then income is only enough to pay investment costs and a business
will be said to be feasible if the NPV value is more than 0 [16] In this case UD rattan handicrafts in Rumbai
has a positive value and will provide net benefits to the owners for a period of one year, thus based on the NPV
criteria, this business is feasible to carry out, because if the NPV > 0 then a business is feasible to continue.
This is in accordance with the NPV category, namely if cash inflows with a current value equal to investment
costs or in other words NPV = 0, then income is only enough to pay investment costs and a business will be
said to be feasible if the NPV value is more than 0 [16] In this case UD rattan handicrafts in Rumbai has a
positive value and will provide net benefits to the owners for a period of one year, thus based on the NPV
criteria, this business is feasible to carry out, because if the NPV > 0 then a business is feasible to continue.
This is in accordance with the NPV category, namely if cash inflows with a current value equal to investment
costs (NPV = 0) then income is only enough to pay investment costs. Meanwhile a business will be said to be
feasible if the NPV value is more than 0 [16]

3.1.2. Internal Rate of Return (IRR)

IRR is a technique for calculating the rate of return on capital spent in operating a firm. The IRR method
considers cash inflows from a business and can generate returns on investment in the form of ratios so that
they can be compared with bank deposit rates [17]. The IRR value of rattan crafts in the Rumbai District can
be seen in Figure 1 below.
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Figure 2. Internal Rate of Return (IRR) for rattan crafts in Rumbai District

Based on financial analysis, it was obtained that the IRR value for UD Pak De was 58.78%, this indicated
that this business was feasible to run until the market interest rate was 58.78%. At UD Lasindo the IRR is
52.20% so this rattan handicraft business is feasible to run until the market interest rate is 52.20%. At UD
Kirana, the IRR value is 46.01%, so this business is only feasible to run until the market interest rate is 46.01%.
At UD Young the IRR is 59.95%, this shows that this rattan handicraft business is feasible to run until the
market interest rate is 59.95%. At UD Citra the IRR value is 51.68%, so this rattan handicraft business can
only be run until the market interest rate is 51.68%. Based on the results of the IRR value of rattan crafts in
Rumbaigreater than the specified discount rate of 5.7%. This shows that the UD rattan handicraft business in
Rumbai is feasible to continue because it is following the assessment criteria if the IRR > the lowest interest
rate is said to be feasible [18].
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Figure 3. Benefit Cost Ratio (B/C Ratio) of rattan crafts in Rumbai District

3.1.3. Benefit Cost Ratio (B/C Ratio)

B/C Ratio namely a comparative analysis between the present value of profits and the present value of total
costs. BCR is used to analyze costs and benefits which can involve estimating and evaluating the benefits
associated with alternative businesses to be carried out [19]. Based on the results of the financial feasibility
analysis in Figure 2, It can be seen that the BCR value at UD Pak De is 1.41, the BCR value at UD Pak Lasindo
is 1.59, the BCR value at UD Kirana is 1.32, the BCR value at UD Young is 1.57, and the BCR value at UD
The image is 1.43. In this case, UD rattan crafts in Rumbai have positive benefits and can be continued because
the BCR value of UD rattan crafts is more than one [20].

3.2. Commerce

The analysis of the trading system used in this research is the function of the trading system, the marketing
channels, the market structure, and market behaviour. This is in accordance with the opinion of [21] which
states that the analysis of the trading system can be carried out using an analysis approach of market structure,
market behaviour, trading system channels, and functions of the trading system. In addition to knowing and
generating income, there is a trading system that can help, to know the process starting from the production
process to the consumer. A trading system is all activities related to all aspects of the process that lie between
the phases of the activities of the production sector of goods and services to the activities of the consumer
sector [22]. The institutions involved in the trading process are classified into five groups, namely: Merchant
middlemen, Agent middlemen, Speculators (Speculative middlemen), Processors and manufacturers, and
Facilitative organizations [23]. The results of the analysis of the trading system in the study area are as follows:

3.2.1. Trade function

The marketing function is an activity carried out by each marketing agency in distributing rattan production
to the hands of consumers [24]. The trading system functions of rattan craftsmen are exchange function,
physical function, and facility function. In the exchange function, namely, rattan craftsmen purchase rattan
that has been preserved and processed to factories, and craftsmen sell rattan handicrafts to customers [25]. The
physical functions carried out by the craftsmen are the processing function and the storage function. In the
processing function carried out by craftsmen, namely making guest chairs, dining tables, patio chairs, chaise
lounges, lounge chairs, serving covers, rattan plates, fruit baskets, children's swings, filling parts, fruit parcels,
mirrors, hula-hoop, baskets, piggy banks, mats, and others. In the storage function, craftsmen will store their
rattan handicrafts in a trading place located on Jalan Yos Sudarso, Rumbai.

Facility functions performed by craftsmen are financing activities, risk sharing, and market information.
Capital for rattan craftsmen comes from their capital. The capital is used to bear the costs of buying rattan,
paying workers' wages, renting houses, and others. One of the risks that is often experienced by craftsmen is
rattan which is sometimes not good or weathered. Sometimes there is rattan that is preserved, but because
during the drying process, it is still not dry enough, it is immediately sold, causing the result to rot quickly.
The function of market information for rattan craftsmen is obtained from other rattan crafts sales, and
sometimes it depends on the costs that have been used for the production of a particular craft.

3.2.2. Rattan trading channel in Rumbai

The trading system channel is a series of institutions that make all functions usable as the distribution of
products and their ownership status from producers to consumers [26]. The trading system channel also
describes the linkages between rattan trading system actors in Rumbai and the implementation of trade system



Global Forest Journal Vol.01, No.0l (2023) 33-39 38

functions carried out by each trading system institution as an effort to increase the added value of rattan. In
this study, there is a trade system channel I, which starts from the farmers as producers - rattan processing
factories - rattan craftsmen. The trade system institution that is used as the final consumer in this study is rattan
craftsmen.

3.2.3. Market structure

Market structure is an operational characteristic based on the relationship between sellers and sellers,
between buyers and buyers, and between buyers and sellers [27]. The market structure at the level of rattan
craftsmen is the perfect market. This is due to the large number of rattan handicraft trading businesses. The
existence of many rattan handicraft trading businesses also cannot affect the price of rattan handicrafts. The
price of rattan handicrafts is formed through production costs that have been incurred for a product/goods and
the complexity in the production of products/goods [28].

3.2.4. Market Behaviour

Market behaviour, namely the behavior of trading system institutions involved in the trading system channel
of a business, and these trading system institutions adjust to the market structure. Where the institution carries
out buying and selling activities, including the forms of decisions taken in dealing with the market structure.
Market behaviour can be observed in the pricing system, method of payment, and buying and selling practices
between rattan trading institutions. Market behaviour can be seen from the pricing system, payment system,
and cooperation that exists between marketing agencies. Pricing in this study depends on the raw materials
used and how payment is made in cash. The trading system is expected to help find out the trading system
channels from producers to consumers, making it easier for entrepreneurs and prospective entrepreneurs in
product marketing [8].

4. Conclusion

It can be said that the rattan handicraft trading business in Rumbai is feasible to continue. This is because
the NPV value of the trading business in Rumbai is > 0, IRR > from interest rates, and BCR > 1. In the trading
system, there are trading system functions that are used, namely the exchange function, physical function, and
facility function. The market structure of rattan craftsmen is perfect. The marketing channel starts with the
farmers - rattan processing factories - rattan craftsmen. Market behaviour can be observed in the pricing system
and method of payment.
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