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Abstract 

 
Enterprises use working capital to meet the needs of the organizations in order to perform operational 
activities. Hence, in order to produce optimal results, companies require sufficient working capital. 
Medium-scale industries have great potential in driving the economy through output and employment. 
As such, the purpose of this research is to analyze the working capital management policy of medium-
sized business. This research employs literature study method by compiling relevant literature on the 
research problems. The data analysis process of this research is divided into three stages: (1) data 
reduction, which includes summarizing, classifying main points, focusing on important facts, and finding 
patterns; (2) data display, which includes data compilation and systematic data presentation; and (3) 
conclusion drawing and verification, which presents the research conclusions on the problem 
statements. Research findings suggest that working capital policy is dependant upon loan term and 
interest rate, which means that longer loan period leads to higher interest. Long-term loan of working 
capital requires debtors to pay bigger interest than short-term loan, because creditors must take into 
consideration the risks of uncertain future. Companies with short cash conversion cycle suggest fast 
retrieval of accounts receivable, good inventory management, and slower payment to supplier while 
maintaining corporate credibility. 
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 Introduction 1.

 
Riyanto (1999:3) states that funds can be obtained from company owner and accounts payable. 
Therefore, corporate financing can come from both sources. The fund is prioritized as working 
capital. Brigham and Houston (2014) define working capital as the entire short-term assets or 
current assets, which include cash, tradeable stock, inventory, and accounts receivable. 
Companies use working capital to fulfill their business needs in order to conduct operational 
activities. Hence, without sufficient working capital, business activities cannot be performed 
optimally. This condition may disrupt, or even halt, operational activities. Working capital is crucial 
because every business activity begins with it. A mistake in financial decisions, either in fund 
search or use, may endanger the company's operational activities. Husnan (1998:550) claims that 
when the working capital's ability to achieve operational profit is better, the working capital 
management will also become more efficient. 

Consequently, an efficient working capital management can enhance the company's chance 
of achieving target profit. The efficiency of working capital management is a reflection of the 
working capital's ability to produce operational profit. In other words, efficient working capital 
management is equal to operational profit. The purpose of this research is to identify the policy of 
working capital management in mid-scale business. The findings of this research are aimed at 
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