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Abstract:- This study aims to analyze the feasibility of
establishing a government hospital in Bone Regency,
South Sulawesi Province. To achieve these objectives,
data collection techniques are carried out through
observation, interviews and documentation. While the
data analysis technique uses cash flow, accounting rate
of return, payback period, net present value, internal
rate of return, present value and net cash inflow. The
results of the investment feasibility study can be seen
from the Net Present Value (NPV), where the Net
Present Value is greater than the expected rate of return,
it can be said that the investment in establishing a public
hospital in Mappesangka Village, Ponre Subdistrict,
Bone Regency is feasible. The results of the analysis of
the Internal Rate of Return (IRR) of 11.76%> 10%, this
means it can be said that the investment in the
establishment of the General Hospital of Mappesangka
Village, Ponre Subdistrict of Bone Regency is feasible.
The results of the Average Rate of Return (ARR)
analysis are more greater than 10% (20.40%> 10%) and
besides that the Profitability Index (PI) is greater than 1,
it can be said that the investment in the establishment of
the General Hospital of Mappesangka Village, Ponre
Subdistrict, Bone Regency is feasible.

Regional Office of South Sulawesi, West Sulawesi and
Southeast Sulawesi amounted to 1.86 million which is
divided into taxpayer as much as 163 thousand, and the
individual taxpayer amounting to 1,697 million taxpayer
where Then the growth in the number of population, whose
level of income varies and the development of more and
more types of diseases, the more collective the community
in choosing the desired health facility (hospital). Hospital
existence is very vital in the midst of increasing population.
The hospital is a long-term investment with business
potential that can still be developed to the maximum.

Keywords:- Net Present Value (NPV), Internal Rate of
Return (IRR), Average Rate of Return (ARR), Profitability
Index (PI).
I.

The problem of health services in Bone Regency,
where hospitals were established to provide health services
to the surrounding community. Responding to the demands
of the community for optimal health services, the
government needs to improve health services by developing
better hospitals. In developing a hospital it is necessary to
have a hospital feasibility, this is intended to determine
whether or not a hospital is established in Bone Regency.

INTRODUCTION

Nowadays the need for health facilities (hospitals) in
Indonesia is increasing every year. This is supported by an
increase in population with an uneven distribution of
population, that is, the population is only concentrated in
urban areas, resulting in the level of income of the
population of the region experiencing a significant
difference between the middle and lower classes. As a result
the community cannot enjoy good health facilities, including
the availability of health facilities (hospitals).
Bone Regency with an area of 4,559 km ² with a
population of 2017 in 863,654 inhabitants which includes
422,818 inhabitants of the male population and 441,236
inhabitants of the female population. Meanwhile the
magnitude of the sex ratio in 2017 for men to women is
91.52. Meanwhile, the population density in Bone Regency
in 2017 reached 165 people / km2.In Makassar city,
taxpayers registered in the Directorate General of Taxation
IJISRT19NOV300

The needs and demands of the community for optimal
health services from hospitals tend to continue to increase.
This phenomenon demands that the hospital as one of the
providers of health services, whether organized by the
private sector or the government, should be able to continue
to develop or improve the quality of its services, even the
convenience of the public in accessing facilities and health
workers who also influence.

Business feasibility study which is an activity that
studies in depth about a business that will be run in order to
determine the feasibility or not the establishment of the
business. Feasibility means that research carried out in depth
to determine the businesses that will be run will provide
greater benefits compared to the costs to be incurred
(Kasmir and Jakfar, 2017: 5). From the opinion expressed
by Kasmir and Jakfar, in this study a hospital feasibility
study will be conducted which is basically a study that will
examine the needs and expectations of the community for
better health care facilities especially hospitals and with the
feasibility study in this study used to provide an assessment
of the expectations of a recommendation whether or not the
development / establishment of a hospital is feasible.
The purpose of this study is the analysis of the
feasibility of the hospital that is with this research is
expected to be used as a material assessment
recommendations in the form of whether or not a hospital is
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established or not. In conducting a hospital feasibility
analysis in this study, the analysis approach used is capital
budgeting. Capital budgeting in business feasibility studies
is an important part, according to Utari, et.al. (2014: 169)
capital budgeting is current cash disbursements to obtain
cash inflows in the future from every business actor must
have professional management in making capital budgeting
for long-term investments that are full of uncertain results.
Capital budgeting is very important because the managed
plan will be implemented for a long period of time which
means that the business actor must wait for a long time to
come or for a long time until all the embedded funds are
recovered so that it will affect the providers of funds for
other purposes (Riyanto, 2016: 121).
Analysis that can be used to assess the investment
feasibility of a hospital is capital budgeting, and an
assessment of the worthiness of an investment decision
using the payback period (PP) method, net present value and
internal rate of return. In assessing the feasibility of
investment with capital budgeting in this study because of a
review of previous studies found a research gap. This can be
seen from research conducted by Ratnayanti, et.al. (2006)
who found that the feasibility of the hospital carried out was
the construction of a hospital is a worthy investment, while
Irwansyah (2016) found that the feasibility of establishing a
hospital was categorized as feasible. In contrast to research
conducted by Ekel (2014) which found that the feasibility of
establishing a hospital was not feasible. This is what
underlies researchers will conduct a hospital feasibility
analysis due to differences in research conducted by
previous researchers. The novelty in this study when
compared with previous studies, where research conducted
by researchers conducted an investment feasibility analysis
using the capital budgeting model. Where in the capital
budgeting model because decisions in the field of capital
budgeting have a great influence on the development of the
hospital in the future.
II.

LITERATURE REVIEW

A. Stewardship Theory
This theory is based on considerations related to
manager's motivation. An executive manager in this theory
is considered not as an opportunistic party, which in essence
they only do a good job to be a good steward for all assets
owned by the company. Stewardship theory is built on
philosophical assumptions about human nature namely that
humans are essentially trustworthy, able to act responsibly,
have integrity and honesty with others. This is what is
implied in the relationship desired by the shareholders. In
other words, stewardship theory sees management as
trustworthy to act in the best way for the public and
stakeholder interests.
The relation of the stewardship theory in this study is
that stewards describe the situation of leaders not motivated
by individual goals, but are more motivated at the main
target for the benefit of the organization so that stewards
will act well in accordance with the wishes of the Principal
(Bernstein et al., 2016) As a government steward will strive
IJISRT19NOV300

for government spending efficiently and accountably, so that
the State finances are well managed, so that it can achieve
the objectives of the government in order to improve the
integrity of public services through the management of state
finances in accordance with applicable regulations.
Furthermore, Gudono (2015: 146) states that
stewardship theory is a relatively new theory compared to
agency theory. Gudono also explained the difference
between the two theories. Both of these theories are equally
discussing the issue of governance of the mandate given by
principals to agents, but both differ greatly in terms of the
assumptions of the model of man (especially regarding
agents) they use. The model of man underlying agency
theory is an agent that is more selfish and always tries to
maximize his personal profit
Related to the above, the central theme of agency
theory is a conflict of interest between shareholders and
managers. The manager does not want to know in
considering the pros and cons of working for his principal
interests. Instead the model of man in management theory is
an actor who has intrinsic motivation to move forward.
Manager management theory might do activities that are not
or less rewarding because stewards feel the job has become
their job.
The fundamental problem in stewardship theory is
how to create an organizational structure that can help
managers to make decisions and choices of actions to
optimize government performance. This is because in
management theory there are no inherent problems related
to work motivation or conflicts of interest between the
government (steward) and the people (principal)
B. Business Feasibility Study
A business feasibility study is a study of a business
plan that not only analyzes the feasibility of a business being
built, but also when it is routinely operationalized in order to
achieve maximum profits for an unspecified period of time.
Thus, feasibility studies are also often equated with
Feasible Study because it is an ingredient in considering and
making decisions, whether a business or business idea that
has been planned will be implemented or rejected.
Understanding of worth is where a business or business idea
can provide a benefit. Aspects that generally need to be
assessed in the preparation of feasibility studies include:
market and marketing aspects, technical aspects,
management aspects, environmental aspects, financial
aspects, and legal aspects.
Thus, projects or business ideas that are declared
economically feasible, in their implementation are very rare
to fail unless caused by factors that cannot be controlled
such as: fires, earthquakes, floods, and various other natural
disasters that cannot be controlled by humans. This
feasibility study is a guideline, both in starting a production
plan up to determine the workforce needed. Like a business
or business idea in a feasibility study only applies if the
business carried out in accordance with those set forth in the
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feasibility study and there is no guarantee that business
activities will benefit business activities that are not in
accordance with the planned activities that have been
determined in the feasibility study.
Business feasibility study is a research that must be
done before running a business or project. This is done to
reduce the threat of loss that will be received by business
people. Feasibility study can be said as a planning
(planning) before the realization of an event or performance.
Feasibility study as a knowledge certainly has a purpose that
must be known by its users. No need to linger, here are
some of the objectives of the feasibility study seen from the
opinion of Kasmir & Jakfar (2017: 13), there are five
objectives of the business feasibility study, namely:
 Avoid the risk of loss.
To overcome the risk of loss in the future, because in
the future there is a kind of uncertainty condition. This
condition exists which can be predicted to occur or indeed
will naturally occur without being predictable. In this case,
the function of the feasibility study is to minimize the risks
that we do not want, both risks that can be controlled or that
cannot be controlled.
 Facilitate planning.
Planning includes how much funding is needed, when
the business will be run, where the project location will be
built, who will carry it out, how much profit will be obtained
and how to monitor if deviations occur.
 Facilitate the implementation of work.
With the various plans that have been prepared will
greatly facilitate the implementation of business. The
executors who work on the business already have guidelines
that must be done. Then the work can be done
systematically, so that it is right on target and in accordance
with the plans that have been prepared. The plan that has
been prepared is used as a reference in working on each of
the planned stages.
 Facilitate supervision.
With the implementation of a business or project in
accordance with the plans that have been prepared, it will be
easier for companies to conduct oversight of the business.
This supervision needs to be done so that the
implementation of the business does not deviate from the
plans that have been prepared.
 Easy control.
If the work has been carried out in supervision, then if
a deviation occurs it will be easily detected, so that control
will be made to the deviation. The purpose of control is to
restore the implementation of work that deviates to the
actual rail, so that ultimately the company's goals will be
achieved.
Thus, some good objectives of the feasibility study are
mandatory. It never hurts to be on guard, because what is
run involves a lot of capital. Not only financially, also
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mentally. It's good, know the battle ground first and then
fight there with other fighters.
C. Investment
Every company that will work on a project, must first
examine the proposed project. The most profitable project
proposal is the goal of all companies, to find out whether the
project is profitable or feasible, the company must conduct
an analysis of the feasibility of the project using one of the
techniques in financial management. capital budgeting is a
method in financial management to analyze the feasibility of
a project.
Investment is giving something to be invested in order
to produce something. An investment is needed for guarding
activities in the face of something unexpected, and can also
be to meet the necessities of life, to obtain an investment it
requires a capital, capital here can be in the form of money,
and motivation or enthusiasm, therefore an investment can
not be separated from a business activity and is the main
aspect for the birth of a prospective business.
The same understanding put forward by Harjito (2015:
138) states that judging from the time period, investment is
divided into 3 types, namely short-term investment,
medium-term investment and long-term investment. Viewed
from the type of investment, investment is divided into 2
types, namely investment in real assets and investment in
non-real assets. Investment in real assets such as investment
in land, buildings, machinery and equipment. Whereas
investment in non-real assets such as investment in
securities.
One function of financial management is investment.
Investment according to the Indonesian Institute of
Accountancy (2018) in the Statement of Accounting
Standards (PSAK) is: "An asset that is used by companies
for growth of wealth (Accretion of wealth) through the
distribution of investment returns (such as interest, royalties,
dividends and rent), for appreciation the value of the
investment or for other benefits for the investing company
such as the benefits obtained through trade relations ".
D. Investment Feasibility Study
Horngren (2014: 204) provides a definition of
investment feasibility, stating that in making long-term
investment decision making in accordance with planning.
Understanding the feasibility of investment according
to the author is the whole process in planning and decision
making for the expenditure of funds for investment in which
the return period of the fund exceeds one year. This has a
very important meaning for the continuation of a company's
life (sustainability). The funds spent will be bound for quite
a long time, meaning that the company must wait several
years until all the funds invested can be recovered. This
affects the need for funds for other needs.
The decision to invest capital, the most important thing
in deciding the steps that must be taken by investors, is how
to allocate funds with no high risk. So the feasibility of
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investment made by company management is the allocation
of capital to an investment proposal where the benefits or
benefits that have been obtained have been previously
considered for the future, because the benefits or benefits to
be obtained by the company are not known with certainty,
which means the proposal or plan investment contains
elements of risk.
E. Capital Budgeting
According to Brigham and Daves (2012: 397) what is
meant by Capital Budgeting is the decision making process
used by managers to identify all projects that add value to
the company. Capital budgeting also decides the company's
strategic direction because it involves new products,
services and markets that will be achieved by providing or
issuing capital. In addition, the results of capital budgeting
are long-term decisions, inflexible and in poor capital
budgeting planning can have financial consequences.
Hospitals that make a lot of investment can lead to excess
capacity and spend investor capital on the other hand, if the
hospital does not make investments, the existing equipment
cannot produce optimally.

III.

RESEARCH METHODS

To be more directed towards this writing, the
researchers provide several definitions of the studied
variables, as follows:
1. Cash flow is cash flow or cash flow in the Bone Regency
Government hospital in a certain period.
2. Accounting Rate of Return or often abbreviated as ARR
is an analytical method that measures the level of
profitability of an investment.
Average Net Revenue from Investment
ARR =
Average Investment Cost
3. Payback Period is a method to find out how long the time
period required to return funds invested in a project
(Syahyuna 2014: 165). The formula for calculating the
payback period:
Investation
PP =

X 1 year
Net cash / year

In calculating the cost of capital very many methods
can be done. Brigham and Daves (2012: 400-416) grouped 7
main methods that are often used to sort and decide whether
the project was accepted and implemented. The seven things
are: 1) Payback, 2) Discounted Payback, 3) Net Present
Value (NPV), 4) Internal Rate of Return (IRR), 5) Modified
Internal Rate of Return (MIRR), 6) Profitability Index (PI) ),
7) Accounting Rate Of Return (ARR). For the seventh
method, ARR, according to Brigham and Daves (2012: 400)
it should not be used as part of assessing the feasibility of a
project.
1. Payback and discounted payback shows the time of
return, the level of risk and liquidity of a project. Short
payback time means the project is good to carry out, and
long payback time means that the investment will be
closed for a long time and the project is relatively
illiquid.
2. Net Present Value (NPV) is a calculation of the
difference between the present value and the values in
the future that are accepted today.
3. The Internal Rate of Return (IRR) is defined as the
discount rate when the NPV is equal to zero with the
discount rate as a percentage. Modified Internal Rate of
Return (MIRR) is almost the same as IRR, but in MIRR
it is assumed that the cash flow of all projects is
reinvested at the cost of capital, whereas at IRR it is
assumed that the cash flow of each project reinvested in
the IRR project itself .
4. Profitability Index (PI) shows the relative profitability of
each project.
5. Accounting Rate of Return (ARR) measures net income
from investments and is expressed as a percentage. The
time value of money in the ARR measurement is not
considered, so it can be wrong in decision making.
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4. The net present value (NPV) method
According to Husnan and Suwarsono (2014: 209), net
present value is this method of calculating the difference
between the present value of investment and the present
value of net cash receipts (operational or terminal cash flow)
in the future. With the formula:
PV Proceed
Net Present Value =

X 100%
PV Outlay

5. Internal rate of return (IRR) method
According to Riyanto (2014: 129), it is defined as the
interest rate that will make the total present value of the
proceeds expected to be received (PV of future proceeds)
equal to the total present value of capital outlays. The
formula used is:
NPV rr
IRR = rr
+ x (rt - rr)
TPV rr - TPV rt
6. Profitability index (PI) method
According to Husnan and Suwarsono (2014: 211),
profitability index is a method of calculating the comparison
between the present value of net cash receipts in the future
with the present value of investment. Formula used:
PV of Benefit
Profitability Index =

www.ijisrt.com

PV of capital cost

240

Volume 4, Issue 11, November – 2019

International Journal of Innovative Science and Research Technology
ISSN No:-2456-2165

IV.

RESULTS & DISCUSSION

The purpose of building a Public Hospital across the
border of Bone Regency, Sinjai Regency and Soppeng
Regency is to bring service access closer, so that all people
who are across the border can be referred directly at the
Hospital, without the need to go to the parent hospital, so
that in facing the increasing challenges of public health
services that expect fast, convenient, efficient and effective
services, it is necessary to conduct a study to assess the
feasibility of the hospital development plan. the planned
land area is 4.8 Ha.

Based on the description of the location of the
establishment of the Hospital in Mappesangka Village in
Ponre District, it is necessary to analyze the feasibility study
of the establishment of the hospital. Where in the analysis
phase of the feasibility study the establishment of a hospital
is described as follows:
 Analysis of investment fund requirements
Based on data on the level of investment funding
needs of the Mappesangka village General Hospital, Ponre
Subdistrict in Bone Regency for 2019 which can be
presented through the following table:

Table 1:- Level of Investment Funds Requirement
Source: Secondary data, 2019
After an analysis of the level of investment fund
requirements in the establishment of the Mappesangka
General Hospital, Ponre District, Bone Regency, the amount
of investment funds needed to establish a General Hospital
is Rp. 250 billion. While the results of observations,
especially on the management of the establishment of the
General Hospital of Mappesangka Village, Ponre Subdistrict
in Bone Regency, that the source of funding is the allocation
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of the Regional Budget in stages, namely the first stage of
Rp. 140 billion and the second phase is IDR 110 billion.
Mappesangka Village, Ponre District in Bone Regency
(2021-2040)
(assumption that hospital Income from each service is
projected to increase by 8% for each year)
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Table 2:- Hospital Income Estimation (Cash InFlow), General Income. BPJS Income, Coorporated Income, Business Support
Income, Source: Processed data, 2019

Table 3:- Hospital Estimated Cost (Cash outflow) of managing General Hospital, Mappesangka Village Ponre District Bone
Regency (2021-2040) (costs are assumed to increase by 5% for each year)
IJISRT19NOV300
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 Feasibility Analysis of Hospital Establishment
Analysis of the feasibility of establishing a hospital in
Mappesangka Village, Ponre Subdistrict, Bone Regency, is
an analysis that can determine whether investment in
establishing a hospital in Mappesangka Village, Ponre
Subdistrict, Bone Regency with an investment period of 20

years, with an expected return of 10% can be said to be
feasible or not. Before conducting an investment feasibility
analysis in the establishment of a public hospital in
Mappesangka Village, Ponre Subdistrict, Bone Regency, net
cash flow will be presented first in table 4 below:

Table 4:- Analysis of Net Cash Flow (NCF) on the Eligibility of Establishing a Hospital Mappesangka Village, Ponre District
Bone Regency (DF=10%) & (DF=12%) Year 2021 to 2040
 Net Present Value (NPV) Analysis
The results of the calculation of net present value with
DF = 10%, then the total present value of cash flow is
obtained in the amount of Rp.297,950,349,743, while the
level of investment is Rp.250,000,000,000, so a net present
value (NPV) of + 47,950,349,743 is obtained Thus, it can be
concluded that the level of investment in the establishment
of the General Hospital of Mappesangka Village, Ponre
District, Bone Regency can be said to be feasible.
 Internal Rate of Return
To assess the amount of IRR required NPV data that
has 2 positive and negative poles. Having obtained NPV at 2
positive and negative poles, so with DF = 12% then obtained
NPV -6,665,493,480. So the calculation of the internal rate
of return (IRR) can be determined by the following formula:
NPV rr
IRR = rr + ------------------------- (rt – rr)
TPV rr – TPV rt
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47.950.349.743
IRR = 10% + ------------------------ x (12% - 10%)
297.950.349.743 – 243.334.506.520

47.950.399.743
IRR = 10% + ----------------------- x (2%)
54.655.843223
IRR = (10% + 0,88 x 2%)
IRR = 10% + 1,76
IRR = 11,76%
 Payback Period
To measure how long all investments issued can be
covered again. To measure the length of investment funds
that were reinvested as before were called payback periods.
Payback period is a period that is needed to cover the return
on investment
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PI = 1,19
Therefore profitability index (PI) = 1.19> 1, it can be
presented that the establishment of the Mappesangka Village
General Hospital, Ponre Subdistrict, Bone Regency can be
said to be feasible.
 Average Rate of Return
Year 2021 - 2040
Tahun

Net cash Flow
(Rp)

So the calculation of the payback period can be
calculated as follows:
19.383.959.676
PBP = 10 Tahun + ------------------- x 1 tahun
45.098.893.688
PBP = 10 tahun + 0,43 tahun
PBP = 10,43 tahun
Based on the payback period, the PBP value = 10.43
years <20 years, it can be said that the investment from the
establishment of the General Hospital of Mappesangka
Village, Ponre District, Bone Regency can be concluded as
feasible.
 Metode Profitability Indeks
The profitability index (PI) method is to calculate the
ratio between present value and revenue with present value
and investment. If the profitability index is greater than 1,
the investment project is considered feasible. This method is
more often used to rank several projects that will be selected
from several alternative projects for which the formula used
by PI is:
PV of cash flow
PI = ------------------------Investasi
297.950.349.743
PI = -------------------------250.000.000.000
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2021
2022

10.162.516.158
12.286.316.877

2023
2024

14.645.561.625
17.262.362.922

2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040

20.160.766.142
23.366.912.328
26.909.214.455
30.818.548.208
35.128.458.491
39.875.382.919
45.098.893.688
50.841.959.325
57.151.227.920
64.077.333.596
71.675.228.097
80.004.539.550
89.129.960.579
99.121.668.183
110.055.777.934
122.014.835.279

NCF Average

50.989.373.214

Investment
250.000.000.000
ARR
20,40
Table 5:- Net Cash Flow Average
V.

CONCLUSION

Based on the results of the analysis and discussion
described in the previous chapter, several conclusions can be
drawn from the analysis results, as follows:
 The results of the analysis of the investment feasibility
study seen from the Net Present Value (NPV), where the
Net Present Value is greater than the expected rate of
return, it can be said that the investment in the
establishment of a public hospital in Mappesangka
Village, Ponre Subdistrict, Bone Regency is feasible.
 The results of the analysis of the Internal Rate of Return
(IRR) of 11.76%> 10%, this means it can be said that the
investment in the establishment of the General Hospital
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of Mappesangka Village, Ponre Subdistrict, Bone
Regency is feasible.
 The result of the Average Rate of Return (ARR) analysis
is greater than 10% (20.40%> 10%) and besides that the
Profitability Index (PI) is greater than 1, it can be said
that the investment in the establishment of Mappesangka
Village General Hospital, Ponre Subdistrict, Bone
Regency is feasible.
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