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Indonesia has 940 varieties of herbal plants and only 250 varieties which have been used 
as raw materials by herbal industries. The pharmacy industries didn’t maximize to use 
these herbs as raw materials for their products. About 90% their raw materials was 
imported. Recently, increasing prices of medicinal products with imported raw materials 
has caused which subsequently increase medical cost.  This situation has pushed people 
to implement healthier life style by consuming herbal products.  The increasing demand 
of herbal products became a prospective opportunity. PT Liza Herbal International (LHI) 
is one of prospective herbal products producers. As a new comer, LHI must have ability 
to compete with other herbal product producers by applying a good financial planning in 
order to minimize negative financial risks.  This research was aimed at analyzing financial 
performance including financial distress in 2005-2008 and company working capital need 
to increase product sales.  It was revealed that the financial distress happened to the 
company was caused by low sales which could not cover the operating cost. Most cash 
was used to buy raw materials and supporting materials in order to meet minimal order 
requirements from suppliers.  The consignment system partnership with Century network 
has been found to increase total stocks that could not be converted immediately to cash.  
Results of regression analysis showed that variables that had significant influences on 
EBIT included sales and total man powers.  Variables which had significant influences on   
current asset were sales and total machine, and variables which had significant 
influences on current liabilities were short term debt ratio, sales and total production 
machines. Based on cashflow analysis in 2009, the company would need additional funds 
for working capital and investment about Rp 986.481.482 that could be obtained from 
short term and long- term fundings. 
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