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Abstract

Working capital management is a crucial aspect in maintaining operational stability and
sustainability of educational institutions. This article aims to conceptually analyze working capital
management in the context of educational financial management through a library research
method. This study examines various literatures and theories related to the components,
strategies and challenges of working capital management in educational institutions, both formal
and non-formal. The results show that the effectiveness of cash management, receivables,
inventories and short-term liabilities greatly affects the quality of education services. In addition,
careful financial planning, operational cost control and periodic evaluation are key to ensuring
adequate working capital. This article also highlights the need to apply the principles of efficiency,
accountability and transparency in education financial management. This study is expected to be a
theoretical reference for managers of educational institutions in developing effective and
sustainable working capital management policies.

Keywords: working capital management, education, financial management, efficiency,
institutional sustainability

INTRODUCTION

Working capital management in educational institutions is a crucial aspect that
supports the continuity of operations and the achievement of educational goals.
Working capital, which includes current assets such as cash, accounts receivable and
inventory, as well as short-term liabilities, serves as the main driver of an institution's
daily activities. If working capital is not managed properly, educational institutions can
face financial difficulties that have a direct impact on service quality, program
sustainability and stakeholder satisfaction levels.

In the context of educational financial management, the success of an institution
depends not only on the amount of funds available, but also on the ability to allocate and
manage these funds in an efficient and effective manner. Therefore, an in-depth
understanding of working capital management is very important for managers of
educational institutions. Unfortunately, there are still many educational institutions,
especially at the school and madrasah level, that have not implemented a structured
financial management system, including in terms of working capital management.

Management is very necessary in moving an organization, (Hartono et al,
2023)define management as the art of carrying out everything through humans.
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management includes five functions, namely: planning (planning), organizing
(organizing), leading (leading), coordinating (co-ordinating), and controlling
(controlling).

The library research method is used in this study to examine various theories,
concepts and previous research results relevant to working capital management in the
education sector. The main objective of this study is to provide an in-depth theoretical
understanding of how working capital should be planned, used and evaluated in
educational institutions. Thus, this article is expected to be a reference for policy
makers, education managers and researchers in improving the efficiency of education
financial management.

RESEARCH METHOD
This research uses a qualitative approach with a library research method. This

method aims to explore, understand, and analyze various concepts, theories, and results

of previous research relevant to working capital management in educational institutions.

The data used in this study were sourced from various scientific literature, such as

reference books, national and international journal articles, research reports, and policy

documents related to education financial management. The steps taken in this research
include:

1. Identify sources of literature relevant to the topic, with the criteria that the literature
is published in at least the last ten years, relevant to the theme of working capital
management and education finance, and comes from credible academic sources.

2. Collecting literature data through searches on scientific databases such as Google
Scholar, DOA]J, ResearchGate, and university digital libraries.

3. Content analysis was conducted on the selected documents and literature to find
important patterns, conceptual approaches, and findings that can be used as the basis
for developing a theoretical synthesis of working capital management in education.

4. Drawing conclusions is done descriptively-analytically based on the results of the
literature review that has been analyzed systematically.

RESULTS AND DISCUSSION
1. The concept of Working Capital Management in the context of education

Quality education is the expectation of all students and parents. This
expectation is an expensive investment that must be supported by costs. Various
forms of promotion in order to attract students include free financing of education
development contributions. With the free education program, it is the school's
responsibility to manage the funds received from the government. This is the reason
for the importance of financial management in the free education program of
education units, because there are so many school reviews that fund BOS (School
Operational Assistance). Each school has its own details in managing its finances,
especially in schools that offer completely free classes (Mushthofa et al., 2022).

The education budget or education costs are one of the key factors that support
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the learning process to achieve a good quality school, so education financing must be
managed as much as possible. With that, the stages of education financing
management need to be considered. (Nurlaya, 2020) Because if it only has sufficient
funding but is not managed effectively and efficiently, it will not achieve a quality
education goal. (Nurhamzah et al., 2020)

Harsono quoted by Sonedi et al, Education financing can be classified into four
categories, namely government education costs, parent or community education costs,
donor education costs, business education costs and education costs of the
educational institution itself. (Sonedi et al.,, 2017)Education financing expressed by
Harsono has included education financing models in various types of financing,
ranging from independent to collective financing. Education financing regardless of
the type of source becomes the support of education in order to run well.

Working capital in educational institutions refers to short-term financial
resources used to finance the daily operations of the institution, such as salary
payments, purchase of office stationery, procurement of teaching materials, and
facility maintenance costs. Based on a literature review (Supriadi, 2018), working
capital consists of current assets (cash, accounts receivable, inventory) and short-
term liabilities (accounts payable, accrued expenses).

In the context of education, especially Islamic educational institutions or
private schools, working capital is not solely sourced from business results, but also
comes from student fees, grant funds, government assistance, or community
donations. This makes working capital management more complex and demands high
accountability. Unlike business companies that pursue profit, educational institutions
aim for the sustainability of services and the achievement of the vision and mission of
education. Therefore, every dollar used from working capital must reflect the
efficiency, usefulness and transparency of the use of funds.

According to (FAHMI, 2023) what is meant by working capital is a company's
investment in short-term assets of cash, securities, inventory and receivables.
Therefore, in order to realize a working capital concept that is in accordance with the
expectations of the company, a management science must be applied that can provide
concept direction in accordance with what is meant in the rules of working capital
management. Working capital management is related to the management of current
assets, cash, accounts receivable and inventory and the procedures for funding these
assets. According to (Dekrita, 2021) the function of working capital in hospitals can
finance daily hospital operations. Hospitals will be able to operate more efficiently, if
they have sufficient capital and do not experience financial problems. Here are some
functions of working capital: 1) if the company has sufficient working capital, during a
crisis, the company will be protected if there is a decrease in the value of current
assets; 2) the company can provide credit terms for its customers more leniently and
favorably; 3) the company's operations can run more efficiently, because the company
does not experience difficulties when obtaining the necessary products or services;
and 4) by having capital, the company will be able to pay all its obligations in a timely

manner.
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The company can have a sufficient amount of inventory in order to serve its
customers more smoothly. According to (Dekrita, 2021), an indicator of the short-
term financial position of an organization and also a measure of overall efficiency.
Working capital is obtained by subtracting current liabilities from current assets. This
ratio shows whether the company has sufficient assets to cover its short-term debt.
This concept is called net working capital. Net working capital (NWC) is the difference
between current assets and current liabilities.

2. Effective Working Capital Management Strategy

In a plan there are steps to arrange future education financing in order to
facilitate the implementation of education free of educational financing donations and
can run well and achieve the operational activities of educational institutions
effectively and efficiently (Mushthofa et al., 2022). Education management is a series
of activities to plan, organize, motivate, control, and develop all efforts in managing
and utilizing human resources, facilities and infrastructure to achieve educational
goals (Sianturi et al.,, 2022)..

The process of management activities in the world of education is a system
consisting of sub-systems that are interrelated with one another. these activities are a
unity that affects each other. Planning, organizing, mobilizing, and supervising cannot
be separated from the others even though their implementation is carried out by
different work units. If the integration of the activity process can be carried out
properly, then the integration of the activity process becomes a cycle of activity
processes that can support the development and improvement of work quality (Daud,
2023)

Efforts to achieve educational goals must be planned by taking into account
existing resources, situations and conditions in order to achieve effective goals. All
related resources and the implementation of these activities need to be coordinated
integrally in order to achieve a harmonious cooperation in achieving these goals. The
integration of organizational work requires direction, encouragement, coordination,
and effective leadership. The implementation of all these activities must be controlled,
monitored, and evaluated for effectiveness and efficiency.

Financial management of education financing, including planning, organizing,
implementing, monitoring and evaluating the entry and exit of funds, efforts to
explore sources of school funding such as cooperative activities and efficient use
(Sianturi et al., 2022)

Effective working capital management strategies involve thorough financial
planning, execution and evaluation. Some of the strategies identified from the
literature include:

A. Wise cash management, through monitoring cash inflows and outflows.
Educational institutions should have monthly financial projections so as not to
experience a shortage of funds in the middle of the road (Sumarno & Gimin, 2019)

B. Accounts receivable management, especially from delinquent students. Strategies
such as granting waivers or gradual payment schedules can help maintain cash

Page | 267
Received: May 2025 / Revised June 2025 / Accepted July 2025



Mardivta Yolanda1, Hamdi Abdul Karim2 e-ISSN : 3090-7713
CONCEPTUAL ANALYSIS OF WORKING CAPITAL MANAGEMENT IN EDUCATION...

stability.

C. Inventory control, such as stationery or teaching materials, is done with a
recording system and periodic evaluation. Uncontrolled inventory can cause waste
and absorb funds inefficiently.

D. Periodic evaluation of current liabilities, such as debts to suppliers or monthly
bills, is important so that the institution does not accumulate a liability burden and
maintain its financial reputation.

These strategies need to be supported by accurate financial information
systems, human resource management skills, and management commitment to the
principles of efficiency and accountability.

3. Challenges of Working Capital Management in Educational Institutions
Literature studies show that the main challenges in managing working capital
in educational institutions, especially small and medium-sized ones, lie in managerial
capacity and limited funding sources (Dewi & Darma, 2017). Some common
challenges include:

A. Dependence on a single source of income, such as student tuition fees, makes the
institution very vulnerable when there are payment arrears or a decline in the
number of students.

B. Lack of training and financial literacy of managers, leading to errors in budgeting,
lack of recording transactions, and the absence of accurate financial reports.

C. The absence of accountability and transparency systems, especially in traditionally
managed institutions, poses a risk of corruption or misappropriation of funds.

D. The absence of reserve or emergency funds, making it difficult for institutions to
deal with unexpected events such as disasters, damage to facilities, or delays in aid
funds.

E. Overcoming these challenges requires policy interventions, human resource
capacity building, and the establishment of a sustainable internal audit and
monitoring system.

CONCLUSIONS AND SUGGESTIONS

Based on working capital management in educational institutions plays a crucial
role in ensuring the smooth operation and sustainability of educational services. Through
this study, it can be concluded that an in-depth understanding of the elements of working
capital, such as cash, receivables, inventory and short-term liabilities, along with their
management strategies, greatly affects the effectiveness of financial management of
educational institutions. Good working capital management practices can not only
improve the efficiency of the use of funds, but also prevent liquidity crises and provide
opportunities to develop sustainable education programs. Therefore, principles such as
careful planning, close supervision, transparency and accountability should be the
cornerstones of working capital management.

For educational institutions, it is recommended to develop a structured and
professional financial management system, especially in the aspect of working capital

Page | 268
Received: May 2025 / Revised June 2025 / Accepted July 2025



management, to ensure operational sustainability and improve service quality and For
financial managers, it is important tos increase capacity and competence in terms of
planning, implementation, and evaluation of working capital management through
continuous training and mentoring.
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