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Abstract

Recently, the business environment has become increasingly dynamic and fully uncertain. In such situation, it is
important for companies to have sustainable growth. This article aims to discuss short-term cash flow management
through working capital to support sustainable growth. The research was conducted using financial report data
from non-financial companies listed in the LQ45 index on the Indonesian capital market in 2023. Samples were
taken using historical data for 2019-2022. As we know that those years taken as of considering the uncertain
conditions of the Covid-19 pandemic. The analysis used panel data regression analysis because it joined times
series and cross-section data. The research results found the influence of aggressive working capital management
for investment on sustainable growth. However, aggressive/conservative working capital for financing has no
effect on sustainable growth. The company's strategic environment influences aggressive/conservative working
capital management. In conditions of growth opportunities, companies tend to use aggressive working capital
management for investment. Financial distress also has a positive effect on aggressive working capital policies
for financing through the use of short-term debt. The results of this study provide implications for working capital
management as a mediator of growth opportunities and financial distress for sustainable growth.

Keywords: Sustainable Growth, Working Capital Management, Aggressive-Conservative, Growth Opportunities,
Financial Distress.

INTRODUCTION

Organizations, both profit and non-profit oriented, and their environment are like living
organisms undergoing stages of development. Organizations and their environments
experience development in balanced cycles of growth and decline. Organizations in the midst
of environmental dynamics need to be adaptive, proactive and innovative in creating and
capturing opportunities for change. On the other hand, organizations also need to have the
capacity to survive when the organization's internal and external environment is under financial
pressure(Bancel & Mittoo, 2011).

Recently, the organizational environment has become increasingly dynamic. In a dynamic
environment, it is important for companies to have financial flexibility and dynamic
capabilities to support sustainable growth. Financial flexibility and dynamic capabilities are
needed to survive difficult economic times and be able to take advantage of unexpected
investment opportunities(Bancel & Mittoo, 2011). Dynamic capabilities and financial
flexibility are achieved through funding management and asset management (current and non-
current).
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When a company is in a condition of growth opportunities, investment in the form of research
and development, equipment, factory expansion becomes an option to capture growth
opportunities. This causes the proportion of non-current assets to be greater than current assets
or what is known as policy Aggressive investment decisions(AID)(Meah et al., 2021; Pestonji
& Wichitsathian, 2019). On the other hand, in conditions of financial stress, the proportion of
investment activity in non-current assets decreases or known as a conservative policy in
investment. Higgins (2012, pg. 221) explains that in conditions of growth, there are attractive
investment opportunities that the company is positioned to undertake in the coming years. On
the other hand, physical assets are needed when a company is in financial difficulty. Companies
with growth options are not recommended to use even though it saves tax. Aggressive debt
financing or known as Aggressive Financing Decisions(AFD)(Meah et al., 2021; Pestonji &
Wichitsathian, 2019).

Empirical studies of the influence of aggressive-conservative working capital management on
profitability and risk have been explained by many previous studies (Altaf & Ahmad, 2019;
Morshed, 2020; Pestonji & Wichitsathian, 2019). However, limited empirical literature
explains sustainable growth performance, especially in conditions of environmental
uncertainty such as the Global Pandemic. The term sustainable growth emerged in the 1970s
in the business field(Babcock, 1970). Sustainable growth is aimed more at the concept of
sustainable growth(Raby et al., 2022). Growth in a business organization is like growth in a
living organism, namely birth, growth, development and then experiencing a decline in both
the product and organizational life cycles. To grow sustainably, companies need to have the
ability to maintain, survive (in Latin sustinere. "To sustain". Sustainability is the durability of
a system and process.

Based on the description of the background of the problem and research gaps above, the
objectives of this research are to:

(1) Analyze the influence of working capital management policies (conservative-aggressive)
on sustainable growth performance,

(2) Analyze the influence of environmental dynamics as measured by proxies for growth
opportunities and financial distress towards the company's working capital management
policy (conservative-aggressive).

LITERATURE REVIEW
1. Sustainable Growth

Growth in old English is known as growan, "to grow or flourish [to grow or develop]" to
become bigger. Growth means increasing size, structure and ability (Utami et al., 2018). Many
literatures develop growth taxonomies for various interests in different time frames, such as
short-term and long-term growth (Mamilla, 2019), actual growth, slow and fast growth, internal
growth and external growth (Bei & Wijewardana, 2012), or sustainable or unsustainable growth
(Raby et al., 2022).
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A company's sustainable growth cannot be measured only by sales or revenue growth, but
requires a set of capabilities to survive and take advantage of opportunities. Sales growth and
capital growth alone are not enough indicators of sustainability. Higgins (2012) stated that a
company's ability to grow sustainably can be seen from the elements: strong profit margins,
asset turnover, a combination of financial elements (retention level and capital structure) and
efficient and effective use of debt (leverage).(R. Higgins, 1977, 2012).The concept of
sustainable growth was put forward by Higgins (R. Higgins, 1977) as optimal growth from a
financial perspective, where company’s sales can continue to increase without running out of
financial resources and without depending on the use of external finance(R. Higgins, 1977,
2012). Higgins (1977) introduced the term “sustainable growth rate' as the consistency between
a company's growth targets and financial policies. The concept of sustainable growth in this
case is achieved by the company by prioritizing internal resources for maximum growth levels
before using external resources(R. Higgins, 2012).

2. Working Capital Management (WCM)

Working capital is the management of short-term assets (current assets and current liabilities)
which are used for the company's operational activities (Kayani et al., 2019). Working capital
components include current assets and current liabilities. Current assets include: cash,
receivables, inventories, and short-term securities (Bafos-Caballero et al., 2016; Tjandra,
2022). Current liabilities include: short-term loans from banks, trade payables, tax payables,
and a portion of long-term debt(Bafios-Caballero et al., 2016; Tjandra, 2022). WCM can also
be measured as the difference between current assets after deducting current liabilities divided
by total assets(Kurt et al., 2020; Nyeadi et al., 2018; Rehman et al., 2017; Tjandra, 2022).

Appropriate working capital management and policies will support efforts to take advantage of
opportunities while maintaining the company's financial health. Working capital management
needs to be effective to maximize income and be cost efficient. Aggressive working capital
management for investment on the one hand provides the company's ability to create and
capture environmental opportunities, on the other hand it has the potential to cause financial
liquidity problems and potential bankruptcy.(Kayani et al., 2019). Companies use different
strategies in managing working capital. The company implements a conservative working
capital policy with the aim of reducing liquidity risk by holding more current assets than current
liabilities. In contrast, companies use aggressive working capital policies with fewer current
assets to finance investments in fixed assets. The company uses an aggressive working capital
policy to finance investment in fixed assets and permanent current assets using a larger
proportion of short-term funding sources.(Yeboah & Agyei, 2012).

3. Effect of Growth Opportunities and Financial Distress on Working Capital
Management

Higgins (2012) explains that company value consists of two types, namely physical assets and
growth options. Growth options are attractive investment opportunities that the company is
positioned to pursue in the coming years. On the other hand, physical assets are needed when
a company is in financial difficulty. In conditions of growth opportunities, companies invest in
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research and development activities, as well as investments in physical assets. On
policyAggressive investment decisions(AID)(Meah et al., 2021; Pestonji & Wichitsathian,
2019), the proportion of non-current assets will be greater than current assets. The AID policy
often has an impactprofitability, but hand in handrisk because the results are uncertain and often
disrupt the company's liquidity(Altaf & Ahmad, 2019; Morshed, 2020; Pestonji &
Wichitsathian, 2019). Although, several other studies found a low and insignificant
effect(Kayani et al., 2019). This can cause the higher the growth opportunities, the more
aggressive the company uses working capital for investment or the growth opportunities have
a negative effect on AID. On the funding side, debt will indeed save taxes, but in conditions of
growth, funding sources from capital are a more efficient source of funds than debt (Higgins,
2012, pg. 221). This can cause growth opportunities to negatively influence working capital
for financing (AFD) policies. This means that the company will prioritize its own capital,
external capital, long-term debt rather than short-term debt for funding.

Pecking Order Theory suggests that companies with future growth opportunities will tend to
increase internally generated funds to meet future capital demands. In this case, the company
will avoid using short-term debt. Companies with future growth opportunities will prioritize
cheap own capital and external capital(Uremadu et al., 2012).When internal capital is
insufficient, companies use debt-based external funding sources.In contrast, companies with
low growth rates tend to use long-term debt and short-term debt as the last priority. Companies
that have growth opportunities are seen as companies that have the right investment
opportunities and will therefore provide working capital to take advantage of these
opportunities. Growth opportunities may affect WCM due to its impact on trade credit and
investment in inventories. Some research(Kurt et al., 2020; MA Zariyawati et al., 2016;
Rehman et al., 2017; Tjandra, 2022)found a positive influence between growth opportunities
on working capital policy. Although several other studies(Haron & Nomran, 2016; Nyeadi et
al., 2018)found a positive influence between growth opportunities on working capital policy.

The next hypothesis can be formulated as follows:

Hja. Growth opportunities have a positive effect on aggressive working capital policy for
investment.

Hip. Growth opportunities have a negative effect onaggressive working capital policy for
financing.

On the other hand, in conditions of financial stress, companies do conservative policy in
investment with the proportion of investment activity in non-current assets. Physical assets are
needed when a company is in financial difficulty. Based on the Pecking Order Theory proposed
by Myers and Majluf (Nyeadi et al., 2018), companies experiencing financial difficulties with
low growth rates tend to use long-term debt and short-term debt because they save
taxes(Higgins, 2012). Although debt incurs transaction costs, it offers tax advantages (tax
shield).Capital as a last resort due to the risk of information asymmetry.This can cause the
higher the financial pressure, the more conservative the company is in using working capital
for investment or growth opportunities, which has a positive effect on AID. Conversely, the
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higher the financial pressure, the more aggressive the company is in financing or financial
pressure has a positive effect on AFD.Empirically, most studies suggest a positive influence
between the level of leverage on the use of working capital(Haron & Nomran, 2016; Kurt et
al., 2020; MA Zariyawati et al., 2016; Moussa, 2019; Nyeadi et al., 2018; Rehman et al., 2017;
Tjandra, 2022).

The next hypothesis can be formulated as follows:

H>.. Financial Distress has a negative effect onaggressive working capital policy for
investment

H>p. Financial Distress has a positive effect onaggressive working capital policy for financing
4. Working Capital Management for Sustainable Growth

Companies that are aggressive in working capital policies for investment (low AID ratio),
provide an indication of the company's growth opportunities(Kurt et al., 2020; MA Zariyawati
et al.,, 2016; Rehman et al., 2017; Tjandra, 2022). An aggressive working capital policy for
investment will be accompanied by potential profitability (ROA and ROE) in the short
term(Altaf & Ahmad, 2019; Morshed, 2020; Pestonji & Wichitsathian, 2019). Potential
profitabilityincreasing internally generated funds to meet future capital demands. Based on
Pecking Order Theory(Higgins, 2012), companies will finance their long-term investment
projects first through internally generated funds to avoid expensive external financing and lack
of shareholder monitoring. Companies experiencing financial difficulties with high debt loads
will experience a lack of funds needed for daily operations.

The next hypothesis can be formulated as follows:

Hs.. Aggressive working capital policies for investment have a positive effect on the
Sustainable Growth Rate (SGR)

Companies that are aggressive in working capital policies for financing (high AFD ratios) give
an indication that the company is under financial pressure(Haron & Nomran, 2016; Kurt et al.,
2020; MA Zariyawati et al., 2016; Moussa, 2019; Nyeadi et al., 2018; Rehman et al., 2017,
Tjandra, 2022). Several studies state that debt has a negative effect on working capital due to
high interest and installment expenses.Companies with high debt need to pay higher interest
and installments, reducing their cash for working capital. A company with a debt-heavy capital
structure could potentially lack the funds needed for day-to-day operations.

The next hypothesis can be formulated as follows:

H;p. Aggressive Working Capital Policy for financing has a positive effect on the Sustainable
Growth Rate (SGR)

The research conceptual model can be described as follows.

@ 378|V19.102



Seybeld

REPORT

ISSN:1333-9212 DOI: 10.5281/zenodo.10691255

Growth
opportunities

Working Capital

Policy Sustainable
Growth

Aggressive-
Conservative

Leverage

RESEARCH METHODS

The research was conducted using financial report data from non-financial companies listed in
the LQ45 index on the Indonesian capital market in 2023. Samples were taken using historical
data for 2019-2022. Reasons for the sample year by considering the uncertain conditions of the
Covid-19 pandemic. Based on these criteria, the sample size was 37 non-financial companies
from 45 companies listed in the LQ45 index. A total of 2 companies (GOTO and
BUKALAPAK) only went public during the research period of 4 years, so that in total complete
data was obtained for 143 company-observation samples.

Table 1: Research and Measurement Variables

Variable | Measurement | Reference
Dependent: WCM Impact
(Akbar et al., 2021; Altaf, 2020; Meah et

ROA Return on Assets al., 2021; Nwude et al., 2021; Rey-Ares
etal., 2021)
(Akbar et al., 2021; Coleman & Wu,

ROE Return on Equity 2020; Nwude et al., 2021; Rey-Ares et
al., 2021)

SGR Sustainable Growth Rate

SGR =RR x ROE
1- RR x ROE
RR= Retention Rate=reserve funds

(Sustainable
Growth)

(Higgins, 2012)

Working Capital Management (WCM)

AIDs Aggressive investment decisions= (Meah et al., 2021; Pestonji &
Total Current Assets/ Total Assets Wichitsathian, 2019)

AFD Aggressive financing decision= (Meah et al., 2021; Pestonji &
Total Current Liabilities/ Total Assets Wichitsathian, 2019)

Environmental Dynamics
Growth
opportunities

. Company revenue growth (Li et al., 2022)
(Nwude et al., 2021)
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DAR (DEBT Asset Ratio)=
Financial Total liabilities of company i in year t/
Pressure total assets in year t o
(Financial DAR (DEBT Equity Ratio)= (Altaf, 2020; Li et al., 2022)
Distress) Total liabilities of company i in year t/

total capital in year t

Control Variables

Size Logarithm of Market Capitalization (Meah et al., 2021; Pestonji &
Wichitsathian, 2019)

Year Reporting year (Meah et al., 2021; Pestonji &
Wichitsathian, 2019)

Industry Industrial Type (Meah et al., 2021; Pestonji &

Wichitsathian, 2019)

Source: mapped from previous research

Aggressive investment decision (AID) and Aggressive financing decision (AFD) indicators are
used to measure working capital policy. AiD is the ratio between current assets and total assets,
while AFD is the ratio between current liabilities and total assets. Sustainable growth is
measured from the sustainable growth rate (SGR) using the formula used Higgins (2012).

Company growth opportunities (£3GROWTHit) measured from the sales growth of company 1
in period t. The financial pressure ratio is measured from the Debt Asset Ratio (DAR) and Debt
Equity Ratio (DER) proxies. Control variables consist of company size, year and industry.
Company size (SIZEit)which is the logarithm of the market capitalization of company i period
t..

Data analysis uses regression analysis with panel data. Regression analysis with panel data uses
combined data between time series data and crosssection data, so it does not require classical
regression assumption tests such as: Normality test, Multicollinearity test, Heteroscedasticity
Test and Autocorrelation Test. The research model is described in the following mathematical
equation:

The Influence of Environmental Dynamics on Working Capital policies

AIDit = a + B3GROWTHit +B4DARit +p4Yearit +B5SIZEit +f5INDUSTRIit + ¢l ........ (1a)
AFDit = a + p3GROWTHit +p4DARit +p4Yearit +p5SIZEit +S5SINDUSTRIit + €2 ....... (1b)
The Effect of Working Capital Policy on Performance

ROAit = o +f1AIDit +B2AFDit + p4Yearit +B5SIZEit +pSINDUSTRIit + €3 ..... (2a)

ROEit = o +p1AIDit +B2AFDit + f4Yearit +B5SIZEit +pSINDUSTRIit + € 4..... (2b)

SGRit = o +f1AIDit +p2AFDit + p4Yearit +p5SIZEit +p5SINDUSTRIit + €5 ..... (2¢)

Where:o= intercept. B=slope, € = residual. The goodness of fit of the model is seen from the
significance probability parameters of the Anava test (p) and the coefficient of determination
(R?). The model fits the data if the F-test significance value (p) <0.05, and vice versa.
Coefficient of Determination (R?) shows how far the influence of all independent variables is
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in explaining variations in the dependent variable. Test the hypothesis with the t-test
significance value parameter (p). There is a significant influence of the independent variable
(X) on the dependent variable (Y), if the t-test significance value (p) <0.05, and vice versa.

RESEARCH RESULTS
1. Factors Influencing Working Capital Policy

Working capital policy is viewed from Aggressive investment decision (AID) and Aggressive
financing decision (AFD), so that the factors that influence working capital policy consist of
two equations. The first equation (1a) tests the factors that influence AID (measured from
TCA/TA). The second equation (1b) tests the factors that influence AFD (measured from
TCL/TA). The results of the model accuracy test are through the F test, the significance value
(p) <0.01 in both equations. This shows that the model fits the data. The value of the Adjusted
R Square coefficient of determination for the first equation (1a) is 0.375. This reflects that the
independent variable is able to explain variations in changes in AID, namely an increase or
decrease in the AID variable of 37.5%, while the remaining 62.5% is influenced by other
variables outside the model. In the second equation (1b), the value of the Adjusted R Square
coefficient of determination is 0.348. This reflects that the independent variable is able to
explain variations in changes in AFD, namely an increase or decrease in the dependent variable
of 34.8%, while the remainder, namely 65.2, is influenced by other variables outside the model.

Table 2: Factors Influencing Working Capital Policy

Dependent variable
Independent Variable AlDs AFD
p P p P

(Constant) -23.79 0.27 0.46 0.98
Environmental Dynamics
Growth (Growth Opportunities) -0.02 0.04 0.00 0.99
DAR (Financial Pressure) -0.57 0.00 0.26 0.02
DER 0.03 0.29 0.02 0.37
Control Variables
Year 0.01 0.25 0.00 0.97
Size -0.02 0.19 0.03 0.01
industry -0.02 0.00 -0.01 0.14
F test (p-value) 0,000 0,000
R Square 0.375 0.348

Source: processed from data on non-financial companies listed in the 2019-2022 LQ45 index.
The research results (table 1) found that:

1. Growth Opportunities (Growth) have a negative and significant effect (p=0.04 or <0.05) on
AID. The negative influence can be seen from the positive coefficient value (f=-0.02). This
means that the higher the company's growth opportunities, the lower the proportion of
current assets compared to total assets (TCA/TA). On the other hand, the proportion of non-
current assets is getting higher, namely for investments such as purchasing research and
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development activities, equipment, physical buildings. The lower the AID ratio indicates the
company tends to use aggressive working capital management. This shows that Hypothesis
la is proven.

2. Growth opportunities do not have a significant effect on aggressive working capital policies
for financing (p=0.99 or > 0.05) on AFD. This means that higher or lower growth
opportunities are not accompanied by higher or lower working capital policies for financing
(AFD). This shows that Hypothesis 1b is not proven.

3. Leveragenegative and significant effect (p=0.00 or <0.05) on AID. The negative influence
can be seen from the positive coefficient value (f=-0.57). The higher the leverage, the lower
the proportion of current assets compared to total assets (TCA/TA). This means that the
higher the leverage, the more aggressive the company is in using capital for investment.
This shows that Hypothesis 2a is not proven.

4. Leveragepositive and significant effect (p=0.02 or <0.05) on AFD. In conditions of financial
difficulty, companies tend to use aggressive working capital management for financing. The
financial difficulty variable as measured by DAR has a positive and significant effect
(p=0.004 or <0.05) on AFD. The positive influence can be seen from the positive coefficient
value (B=0.26). This means that the higher the company is in financial difficulty, the higher
the proportion of current debt compared to total assets (TCL/TA). This shows that financial
difficulties make companies use short-term debt for financing. Hypothesis 2b is proven.

2. Effect of Working Capital Policy on SGR

Performance is reviewed from ROA, ROE and SGR, so the influence of working capital policy
on performance consists of three equations. The first equation (2a) tests the effect of working
capital policy on ROA performance. The second equation (2b) tests the effect of working
capital policy on ROE performance. The third equation (2c) tests the effect of working capital
policy on SGR performance. The results of the model accuracy test are through the F test, the
significance value (p) < 0.01 in both equations. This shows that the model fits the data. The
Adjusted R Square coefficient of determination values are between 0.114, 0.308, and 0.898.
This reflects that the variables TCA/TA and TCL/TA are able to explain variations in changes
in ROA, ROE and SGR, namely an increase or decrease in the dependent variable of 11.4%.
0.308%, 0.898%, as for the remainder, namely, 88.6%, 69.2% and 10.2% are influenced by
other variables.

The research results (table 32) found that:

1. Working capital policy for investment (AID) has a positive and significant effect on SGR
(B=0.01, p <0.01). The more conservative the company is in its working capital policy for
investment activities, this is accompanied by an increase in the Sustainable Growth Rate
(SGR). On the other hand, the more aggressive a company is in its working capital policy
for investment activities, the more it is accompanied by a decrease in the Sustainable Growth
Rate (SGR). This shows that Hypothesis 3a is proven.
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2. Working capital policy for financing (AFD) has no significant effect on SGR (p = 0.86 >
0.01). These results indicate that the more aggressive or conservative the company is in its
working capital policy for financing activities is not accompanied by an increase or decrease
in the Sustainable Growth Rate (SGR). This shows that Hypothesis 3b is not proven.

Table 3: The Effect of Working Capital Policy on Performance

Dependent variable
. ROA ROE SGR
Independent Variable I; P I; P I; P

(Constant) -2456.77 0.10 -4783.45 0.14 0.14 0.09
Working Capital Policy
AID (TCA/TA) 9.97 0.04 0.75 0.95 0.01 0.00
AFD (TCL/TA) 6.00 0.34 81.88 0.00 0.00 0.86
Control Variables
Year 1.21 0.10 2.33 0.15 0.00 0.09
Size 2.29 0.01 7.10 0.00 0.00 0.10
industry -0.42 0.35 -1.82 0.07 0.00 0.29
F test (p-value) 0,000 0,000 0,000
R Square 0.114 0.308 0.898

Source: processed from data on non-financial companies listed in the 2019-2022 LQ45 index.

DISCUSSION

The research results generally found that growth opportunities influenced companies to be
aggressive in investing. Growth opportunities do not influence the company to be aggressive
in funding using short-term debt. On the other hand, financial difficulties influence companies
to be aggressive in investing. meaning an aggressive policy for investment financed by debt
(not own capital or external capital). In low growth conditions such as the 2020 pandemic,
physical assets are valuable assets. This is because using debt will save taxes. Financial
difficulties also influence companies to be aggressive in financing through short-term debt.
Aggressive working capital policies for investment affect sustainable growth, but aggressive
working capital policies for financing do not affect sustainable growth. The following will
describe the results of each research hypothesis test.

First,The results of this study found that growth opportunities had a negative and significant
effect on AID (=-0.02, p=0.04). The higher the growth opportunities, the lower the proportion
of current assets to total assets. These results indicate that the higher the growth opportunities
will be followed by the more aggressive the working capital policy for investment. The results
of this study support the proposed hypothesis and support previous research(Kurt et al., 2020;
MA Zariyawati et al., 2016; Rehman et al., 2017; Tjandra, 2022)thatgrowth opportunities have
a positive effect on aggressive working capital policies for investment.

Second, the hypothesis states that growth opportunities have a negative effect onaggressive
working capital policy for financing is not proven (p=0.99). The higher the growth opportunity
is not followed by the higher proportion of current assets compared to total assets (AFD). This
shows that whether the company uses short-term, long-term debt, own capital or external
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capital for funding cannot be concluded. The results of this study are different from previous
research(Kurt et al., 2020; MA Zariyawati et al., 2016; Rehman et al., 2017; Tjandra,
2022)which foundgrowth opportunities have a negative effect onaggressive working capital
policy for financing. This difference could be caused byPandemic conditions as a research
context cause each company or sector to have different conditions during the pandemic.

Third, financial pressure during the pandemic made companies prioritize debt for investment
financing. This is because debt saves taxes(D. Higgins et al., 2015; R. Higgins, 2012)..
Financial distress has a negative effect onaggressive working capital policy (f=-0.57, p=0.00),
meaning that financial pressure makes the company more aggressive in investing. The results
of this study differ from the hypotheses proposed and support previous research(Kurt et al.,
2020; MA Zariyawati et al., 2016; Rehman et al., 2017; Tjandra, 2022)thatfinancial distress
influence conservative working capital policies for investment. This result could be because
companies tend to use debt for investment in conditions of financial stress during the pandemic.
This is because debt can save taxes.This also makes the DAR indicator have a significant effect
on AID but not DER (table 2).Nevertheless, according toHiggins (2012), debt is inefficient
when the company is in a growth condition, even though it saves taxes.

Fourth,Financial pressures give rise to aggressive working capital policies for financing
through short-term debt. Financial distress has a positive effect on aggressive working capital
policies for financing as measured by the AFD ratio (p=0.02). The higher financial pressure in
the form of high total liabilities will be followed by a higher ratio of current debt to total assets.
This means that the high total liabilities make many companies use short-term debt. The results
of this study support previous research(Haron & Nomran, 2016; Kurt et al., 2020; MA
Zariyawati et al., 2016; Moussa, 2019; Nyeadi et al., 2018; Rehman et al., 2017; Tjandra,
2022)who also found the influence of the level of leverage on working capital policy.

Fifth, an aggressive working capital policy for investment has a positive effect on the
Sustainable Growth Rate (SGR) (p=0.00). A positive coefficient value (f=0.01) indicates that
the more aggressive the company is in investing, the higher the sustainable growth as measured
by the Sustainable Growth Rate (SGR). The more aggressive the company is in investing, the
higher the potential income (ROA and ROE, see table 3) and profitability performance as a
source of funding from its own capital. This will support sustainable growth as measured by
SGR(D. Higgins et al., 2015; R. Higgins, 2012).

Sixth, aggressive working capital policies for financing have no effect on the Sustainable
Growth Rate (SGR) (p=0.86). The higher the ratio of current debt to total assets is not
accompanied by higher/lower sustainable growth. The results of this study are different from
the hypothesis proposed and do not support previous research(D. Higgins et al., 2015; R.
Higgins, 2012). This result could be caused by pandemic conditions. Not all companies or
industrial sectors are affected by the pandemic. The pandemic affects financial pressure on
several companies or industrial sectors. On the other hand, several companies or industrial
sectors such as pharmaceuticals, health and telecommunications actually experienced growth
opportunities during the pandemic. This makes whether financing through short-term debt
influencessustainable growth cannot yet be concluded.

@ 384|V19.102



Seybeld

REPORT

ISSN:1333-9212 DOI: 10.5281/zenodo.10691255

CONCLUSION
Results of this research found that:

(1) Growth opportunities have a positive effect on aggressive working capital policies for
investment,

(2) Growth opportunities have a negative effect on aggressive working capital policies for
financing,

(3) Financial distress has a negative effect on working capital policies. Aggressive for
investment,

(4) Financial distress has a positive effect on aggressive working capital policy for
financing,

(5) Aggressive working capital policy for investment has a positive effect on SGR,
(6) Aggressive working capital policy for investment has a positive effect on SGR.

This research has the implication that in conditions of growth opportunities, companies tend to
use aggressive working capital management for investment but not for financing. In conditions
of financial difficulty, namely in the context of a pandemic, companies tend to use aggressive
working capital management for financing. The article provides implications for enriching the
working capital management literature amidst dynamic environmental changes.

This study still has several limitations. First, this research does not include industry factors.
Working capital and sustainable growth policies may differ based on industrial sector,
especially in pandemic conditions. Second, this research has not included the pandemic factor,
that is, it has not differentiated between periods before, during and after the pandemic, due to
limited sample size because the focus is only on companies listed in LQ45. Future research can
include these two variables in the research model.
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