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Abstract: This study aims to analyze the feasibility of investment in the development of 

medicinal plant businesses in Asahan Regency as an effort to diversify the economy. The 

method used is quantitative research with a descriptive approach, including SWOT analysis to 

identify strengths, weaknesses, opportunities, and threats, and PESTEL analysis to evaluate 

external factors that affect the business. In addition, a capital budgeting analysis was carried 

out using NPV (Net Present Value), PI (Profitability Index), and PP (Payback Period) to 

determine the feasibility of investment. The results of the SWOT analysis show that Asahan 

Regency has high natural resource potential and government support, although there are 

challenges such as limited human resource quality and infrastructure. PESTEL analysis reveals 

that political stability and positive economic growth support the development of the medicinal 

plant sector, while environmental risks and policy changes need to be watched out for. The 

NPV calculation produces a value of around IDR 11,636,364, indicating that this project is 

profitable at a 10% discount rate. The Profitability Index of 2.5 indicates investment feasibility, 

and the Payback Period of around 0.67 years (8 months) indicates a short time to reach 

breakeven. The conclusion of this study is that Asahan Regency is a suitable location for 

cultivating medicinal plants. Increasing human resource capacity and infrastructure 

development are essential to maximize investment potential in this sector. This study provides 

recommendations for stakeholders to improve training for farmers. 

 

Keyword: Feasibility Analysis, Investment, Medicinal Plants, Economic Diversification, 

Asahan. 

 

 

INTRODUCTION 

In an era of globalization and growing economic uncertainty, economic diversification 

is becoming increasingly important as a strategy to reduce risk and increase the economic 

resilience of a region. In many areas, especially in rural areas, the agricultural sector is still the 

mainstay of the local economy. However, excessive dependence on a single agricultural sector 
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can increase significant economic risks, especially due to price fluctuations, climate change, 

and other unpredictable factors. 

Medicinal plants are all types of plants that have properties that help maintain health or 

treat a disease. [1] The use of medicinal plants can improve the economy because medicinal 

plants are currently widely used for health and beauty products. [2] In addition, people's 

lifestyles have paid attention to health as a daily consumption. The traditional medicine industry 

in Indonesia is also very developed, and the government has regulated the types of businesses 

related to traditional medicine through the Regulation of the Minister of Health No. 006 of 2012 

concerning the Traditional Medicine Industry and Business. Indonesia also has the potential to 

export medicinal plants, aromatics, and spices to major destination countries such as Pakistan, 

Thailand, the United States, India, Vietnam, Singapore, and the Netherlands.[3] 

 

 

Source: bps.go.id 

 

Asahan is one of the areas where various types of medicinal plants can grow. The 

potential of medicinal plants in Asahan Regency is very large, because this area has very 

abundant flora. There are around 8000 species of medicinal plants that are known to have 

medicinal potential, and 800-1200 species that are used by the community as traditional 

medicine and cosmetics. There are also 30 types of plants that are used by the community, and 

several plants that have the potential to be studied further for bioactivity tests include betel 

leaves, cat's whiskers leaves, moringa leaves, and mangosteen fruit.[4] 

Medicinal plants have high economic value and significant health benefits, so they can 

be a stable and sustainable source of income for local communities. In addition to meeting the 

needs of medicinal plants in Asahan district, the development of maximum medicinal plant 

businesses also supports export activities. Several points in Asahan district have the potential 

to be planted with medicinal plants such as ginger, turmeric, temulawak and so on. This can be 

seen from the number of medicinal plants in Asahan district registered in Asahan in Figures [5]. 
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From the data above, it can be seen that medicinal plants can grow well in Asahan. 

However, although medicinal plants can help improve the economy of Asahan district, research 

related to the feasibility of investment in medicinal plants has not been carried out, so it is not 

yet known whether the areas in Asahan District have met the aspects of investment feasibility 

for medicinal plants such as: (1) Financial Aspects; (2) Economic and Social Aspects; (3) 

Market and Marketing Aspects; (4) Technical and Production Aspects; (5) Legal Aspects; (6) 

Organizational and Management Aspects. Because investment is said to be feasible if there is 

a profit from the investment made, investment risks can be controlled, investment costs can be 

spent effectively and the time needed for investment returns is in accordance with the 

objectives. [6] 

This research is important to be carried out because it aims to determine the feasibility 

of investment in the development of medicinal plants as an effort to diversify the economy in 

Asahan Regency. This research will be a reference for the government, entrepreneurs and 

processors of medicinal plants to build a feasible and effective business. So that economic 

growth in the agricultural sector can increase, because economic growth in the agricultural 

sector in 2023 decreased from the previous year. In addition, it can also reduce the 

unemployment rate in Asahan Regency which is22,449 people out of 358,582 people in 2022 

based on BPS data. 

 

 

Source: bps.go.id] 
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METHOD 

This type of research is quantitative research with a descriptive approach. The method 

used is to conduct a SWOT analysis to see the strengths, weaknesses, opportunities and threats 

of medicinal plant businesses in Asahan Regency, PESTEL analysis to see external factors that 

affect the business, Case analysis, namely analyzing cases related to investment and medicinal 

plant businesses, capital budgetingusing NPV (Net Present Value), PI (Profitability Index), and 

PP (Payback Period) analysis to determine investment feasibility, and data validation. 

 

RESULTS AND DISCUSSION 

SWOT Analysis 

SWOT analysis for medicinal plant investment in Asahan Regency can provide a clear 

picture of the strengths, weaknesses, opportunities, and threats faced in the development of this 

sector. The following is a summarized analysis based on research results and relevant data. 

Strengths 

1) Natural Resource Potential: Asahan Regency has high biodiversity, including many 

species of medicinal plants that can be cultivated. 

2) Government Support: The commitment of local governments to the development of the 

agricultural and medicinal plant sectors provides strong support for farmers and 

investors. 

3) Geographical Conditions: The strategic geographical location in the east coast of North 

Sumatra supports market accessibility and product distribution. 

Weaknesses 

1) Human Resource Quality: The quality of farmers' human resources is still not optimal, 

with a lack of knowledge about modern cultivation techniques and management of 

medicinal plants. 

2) Minimum Infrastructure: Limited agricultural facilities and infrastructure can hinder the 

maximum development of medicinal plant businesses. 

3) Reliance on Traditional Methods: Many farmers still use conventional cultivation 

methods, which can affect the productivity and quality of the harvest. 

Opportunities 

1) Increasing Market Demand: Increasing public awareness of the health benefits of 

medicinal plants opens up vast market opportunities. 

2) Research and Innovation Support: Research and development in the agricultural sector 

can help improve cultivation techniques and product quality. 

3) Partnership with the Private Sector: Opportunities to establish partnerships with the 

private sector in the development of medicinal plant agribusiness can increase 

investment and technology. 

Threats 

1) Competition from Other Regions: Competition with other regions that are also 

developing the medicinal plant sector can affect the market share of Asahan Regency. 

2) Changes in Government Policy: Changes in government policies regarding agriculture 

or investment could have a negative impact on this sector. 

3) Unstable Business Climate: External factors such as climate change or natural disasters 

can disrupt the production of medicinal plants. 

The SWOT analysis shows that despite the challenges and weaknesses, Asahan Regency 

has great potential to develop investment in the medicinal plant sector. Leveraging strengths 

and opportunities while addressing weaknesses and threats will be the key to success in 

increasing the competitiveness and productivity of this sector in the future. Appropriate 

strategies need to be formulated to maximize this potential, including improving the quality of 

human resources, developing infrastructure, and promoting partnerships with various parties. 
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PESTEL Analysis 

PESTEL analysis for medicinal plant investment in Asahan Regency provides an 

overview of external factors that can affect the development of this sector. The following is an 

analysis that includes Political, Economic, Social, Technological, Environmental, and Legal 

aspects. 

1) Political 

- Government Policy Support: The Asahan District Government has demonstrated its 

commitment to developing the agricultural sector, including medicinal plants, through 

various programs and policies that support sustainable agriculture. 

- Political Stability: Political stability in the region creates a conducive environment for 

investment, although it is important to be aware of policy changes that could impact the 

agricultural sector. 

2) Economy 

- Economic Growth: Stable economic growth in Asahan Regency can increase people's 

purchasing power for medicinal plant products. The agricultural sector is still one of the 

main contributors to the GRDP of Asahan Regency. 

- Market Demand: Increasing public awareness of health and the use of herbal products 

provides a broad market opportunity for medicinal plants. 

3) Social 

- Public Awareness: People are increasingly aware of the health benefits of medicinal 

plants, which may increase demand. The tradition of using medicinal plants in treatment 

is also still strong among the people. 

- Education and Training: Lack of knowledge and skills among farmers in modern 

medicinal plant cultivation is a challenge, although there are training programs that can 

help increase their capacity. 

4) Technology 

- Agricultural Innovation: The use of technology in the cultivation and processing of 

medicinal plants is still limited. However, there is an opportunity to adopt new 

technologies to increase productivity and product quality. 

- Access to Information: Limited access to information on modern cultivation techniques 

can hamper the development of this sector. 

5) Environment 

- Natural Conditions: Land in Asahan Regency has good potential for cultivating 

medicinal plants thanks to its tropical climate and soil fertility. However, climate change 

and natural disasters can be a threat to production. 

- Environmental Sustainability: Sustainable agricultural practices need to be implemented 

to maintain the ecosystem and the sustainability of natural resources. 

6) Law 

- Agricultural Regulations: There are regulations governing the use of herbal ingredients 

and food safety that must be adhered to by business actors. Compliance with these 

regulations is important to maintain consumer trust. 

- Legal Support for Investment: Legal policies that support investment in the agricultural 

sector can attract more investors to engage in medicinal plant cultivation. 

PESTEL analysis shows that Asahan Regency has great potential for investment in the 

medicinal plant sector, supported by stable political conditions, positive economic growth, and 

public awareness of the health benefits of herbal products. However, challenges such as limited 

farmer knowledge and environmental risks need to be addressed through training, technological 

innovation, and the implementation of sustainable agricultural practices. 
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Capital Budgeting 

Asahan Regency does not have a special agricultural area that grows medicinal plants, 

it's just that there are many medicinal plants that can be planted in Asahan Regency such as 

rhizomes (ginger, turmeric, kencur, galangal, temulawak etc.), lemongrass, moringa, cat's 

whiskers, meniran, Chinese spinach and so on. These plants do not have special land, it's just 

that many households in Asahan Regency cultivate these plants. The ease of obtaining these 

medicinal plants shows that Asahan Regency is a suitable area to be used as a place for 

investment in medicinal plants. The geographical location and climate of Asahan Regency have 

characteristics of areas that are suitable for planting medicinal plants such as an altitude of 157 

meters above sea level, although medicinal plants such as ginger and turmeric are not optimal, 

but if the plant care is good, it can produce maximum results too, besides that the average 

rainfall in Asahan reaches 229 mm/month, and the soil is also fertile, as evidenced by the many 

areas planted with agriculture such as rice fields and secondary crops. 

To calculate investment feasibility, statistical calculations are needed, for this reason 

the researcher took an average calculation from the areas in Asahan district to calculate the 

NPV, PI and PP of medicinal plants. 

This calculation uses turmeric plants. 

Initial Data 

- Production Price: Rp.4000/kg 

- Selling Price ` : Rp. 10,000/kg 

- Amount produced/ha: 8 tons = 8,000 kg 

- Discount Rate 10% 

Production Costs and Revenue 

- Production Cost = Production Price x Quantity Sold 

    = Rp.4,000 x 8,000 kg = Rp. 32,000,000,- 

- Revenue = Selling Price x quantity sold  

= Rp. 10,000 x 8,000 kg = Rp. 80,000,000,- 

- Net Cash Flow = Revenue – Production Costs 

= Rp. 80,000,000 - Rp. 32,000,000 

 = Rp. 48,000,000 

 

NPV (Net Present Value) 

 

 

 

 

 

Profitability Index(PI) 

 

 

Payback Period(PP) 
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From the data above it can be seen that 

- NPV: Around Rp. 11,636,364 which shows that the project is profitable at a discount 

rate of 10% 

- PI: Around 2.5, because the PI number is greater than 1, this shows that the investment 

is feasible. 

- PP: Approximately 0.67 years / 8 months. This means the break-even point for this 

project is 8 months. 

 

CONCLUSION 

From the research results, it can be seen that the Asahan district area can be used as a 

place for cultivating medicinal plants. So that investment in the Asahan district area is declared 

feasible for medicinal plant investment. It's just that increasing Human Resources for medicinal 

plant farming is very much needed. This is because the people of Asahan district are not yet 

accustomed and have not been trained to plant medicinal plants. 

The areas that have more potential for cultivating medicinal plants based on altitude in 

Asahan Regency are the Mandoge and Bandar Pulo areas. But other areas such as Air Joman 

are also likely to be good because of the high agriculture in the area. 

By starting to cultivate medicinal plants, it is expected to be an additional income for 

farmers in Asahan Regency. So that the income of farmers is not only based on one plant. 
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