JEKOP

Kemakmuran Hijau: Jurnal Ekonomi Pembangunan Institute for Advanced Science,
JEKOP 2(2); 128-145 Social and Sustainable Future
ISSN 3062-8547 § MORALITY BEFORE KNOWLEDGE

Sustainable working capital management in education:
Concept, policy, efficiency, and measurement from an
Islamic perspective

Ari Eka Setyaningrum?, Ikeu Haerunnisat*, Ali Muhdi?

1 Department of Islamic Education Management, Postgraduate Program, Universitas Islam Negeri Prof.
K. H. Saifuddin Zuhri Purwokerto, Banyumas, Central Java 53124, Indonesia;

2 Department of Arabic Language Education, Faculty of Tarbiyah and Teacher Training, Universitas
Islam Negeri Prof. K. H. Saifuddin Zuhri Purwokerto, Banyumas, Central Java 53124, Indonesia.

*Correspondence: ikeukhaerunnisa@gmail.com

Received Date: February 13,2025 Revised Date: May 25, 2025 Accepted Date: August 27, 2025

ABSTRACT

Background: Sustainable working capital management is crucial for ensuring the operational sustainability,
financial stability, and long-term resource resilience of educational institutions, which in turn underpins their
contribution to inclusive and sustainable human capital development. In Islamic education, management must
also reflect principles of accountability, justice, and maqasid al-shar1‘ah, reinforcing responsible, sustainable
resource stewardship at the institutional level. Methods: This study used a qualitative approach based on
library research. Data were drawn from relevant scientific literature, government regulations, and previous
studies concerning educational working capital management, institutional financial sustainability, and Islamic
financial principles. Findings: The findings indicate that educational working capital consists primarily of short-
term operational funds that must be managed effectively, efficiently, transparently, and accountably to sustain
institutional operations over time. Effective and sustainable management contributes to institutional financial
stability, improved learning quality, and greater institutional independence, supporting the long-term viability
of educational service delivery. From an Islamic perspective, working capital is an amanah that should be
managed in accordance with magqasid al-shari‘ah while avoiding riba, waste, and injustice — principles that align
closely with sustainable and responsible resource management. Its efficiency can be assessed through
quantitative and qualitative indicators, including working capital ratios, cost per learner, financial reporting
transparency, and its contribution to sustainable educational service quality. Conclusion: Professional and
Islamic-oriented working capital management provides a strong foundation for educational institutions'
financial sustainability, resource efficiency, and long-term competitiveness. Novelty/Originality of this
article: This article integrates conventional working capital management principles with Islamic education and
magqasid al-shari‘ah and proposes a multidimensional framework to assess sustainable working capital
efficiency in educational institutions.

KEYWORDS: efficiency finance; financing education; management Islamic education;
working capital costs.

1. Introduction

Funding is a fundamental component of the education system and plays a major role in
achieving educational goals. According to Siddik, as cited in Munir et al. (2023), educational
funding is the financial support provided by a party to support planned educational
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investments, both at the individual and institutional levels. Although funding is not the sole
determinant of educational quality, the availability of adequate funding is a key prerequisite
for ensuring that the educational process can proceed effectively, sustainably, and with high
quality.

One form of funding that requires careful management is educational working capital.
Educational working capital refers to funds used to finance the routine operational needs of
educational institutions, such as paying the salaries of educators and educational staff,
procuring teaching materials, maintaining facilities and infrastructure, and funding other
academic and non-academic services—all of which must be continuously available to
ensure that educational activities run smoothly (Alhamda & Karim, 2025). Therefore, the
management of working capital requires an effective, efficient, transparent, and
accountable financial management system, given that educational funds are not merely
administrative in nature but also entail moral and social responsibilities (Zahirah &
Suhaedi, 2025; Rizka et al., 2025).

In practice, the management of working capital for education encompasses not only
financial recording and reporting but also involves strategic planning, budgetary decision-
making, the allocation of funds based on priorities, as well as monitoring and evaluation of
budget implementation (Siska et al., 2026; Sa’diyah et al., 2026; Presiden et al., 2026).
Educational institutions are required to develop budgets based on actual needs (needs-
based budgeting), optimize the use of available resources, and conduct periodic evaluations
to ensure the efficient and effective use of education funds.

As global attention to sustainable development issues grows, the management of
education financing also faces demands to integrate principles of environmental
sustainability (Sugiartini & Jannah, 2025; Babaola & Olawuyi, 2021; Lyu et al,, 2025). The
green budgeting approach has emerged as a budgeting model that incorporates
considerations of environmental impact and sustainable development goals into every
stage of budget planning and management. In the context of education, the implementation
of green budgeting has the potential to promote efficient resource use, reduce energy waste
and operational costs, and strengthen the role of educational institutions in supporting
Education for Sustainable Development (ESD) and green economic development.

From an Islamic educational perspective, the management of educational working
capital has strong normative and spiritual dimensions. Educational funds are viewed as a
trust that must be managed in accordance with Sharia principles, such as justice (‘adl),
public interest (maslahah), efficiency, transparency, and the prohibition against usury
(riba) and wastefulness (israf) (Samsuri, 2022). These principles are substantially aligned
with the values of sustainability and social responsibility that underpin green budgeting and
sustainable development. However, academic studies that comprehensively integrate the
concepts of educational working capital costs, environmentally friendly financing policies,
efficient budget management, and the Islamic educational perspective remain relatively
limited.

Based on the above discussion, this study aims to analyze the concepts, management,
policies, efficiency, and measurement of working capital costs in education from the
perspective of Islamic education, as well as to examine their relevance to the principles of
green budgeting, Education for Sustainable Development (ESD), and the contribution of
educational institutions to green economic development. Thus, this study is expected to
provide a theoretical contribution to the development of research on Islamic education
financing, as well as practical insights for educational institution administrators in
designing financing systems that are efficient, sustainable, and grounded in Islamic values.

Beyond the institutional level, the topic carries a development economics dimension.
Working capital is the recurrent part of an education budget, and recurrent spending
decisions—on energy, water, materials, and maintenance—shape both the efficiency with
which public and community resources are used and the human capital that education
produces. This study therefore makes three contributions: (i) a conceptual framework that
links educational working capital, green budgeting, and green economic development
through Islamic ethical principles; (ii) a set of measurable indicators that extends
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conventional working capital indicators to financial, environmental, social, and governance
dimensions; and (iii) a mapping of policy mechanisms and their implications for sustainable
and equitable education financing.

1.1 Education working capital cost (education working capital cost)

Educational working capital refers to all short-term financial resources owned and
utilized by educational institutions to support daily operational activities. These resources
include funds allocated for the payment of salaries to educators and educational staff, the
procurement of teaching materials, the provision of services to students, the maintenance
of facilities and infrastructure, as well as various other operational needs. The availability
of adequate working capital is a determining factor in an educational institution’s liquidity,
as it directly affects the institution’s ability to meet short-term financial obligations and
maintain the continuity of academic activities. Therefore, working capital serves not only as
a tool to support financial administration but also as the primary foundation for the
sustainability and stability of educational operations (Yolanda & Karim, 2025).

In the context of education, working capital management emphasizes the systematic
planning and control of cash flow. This includes scheduling and recording the receipt of
funds—such as tuition fees, government subsidies, and public donations—as well as
managing expenditures directly related to the learning process and educational services.
Effective working capital management enables educational institutions to anticipate
imbalances between revenue and expenditures, minimize the risk of operational funding
shortfalls, and ensure that all academic activities proceed as planned. The conceptual
literature indicates that sound working capital management contributes to strengthening
the financial position of educational institutions and enhances their capacity to sustainably
meet the needs of academic activities (Singh & Kumar, 2014; Nsiah et al,, 2025; Arbo &
Benneworth, 2007).

Furthermore, the measurement of working capital in education is conducted through
several key components, including the cash conversion cycle, management of educational
receivables, inventory of teaching materials, and short-term liabilities. The efficiency of
working capital management can be analyzed using financial indicators such as liquidity
ratios, accounts receivable turnover ratios, and the effectiveness of budget preparation and
implementation (Abuzayed, 2012). These indicators provide insight into an educational
institution’s ability to manage its financial resources optimally. A high level of working
capital efficiency will have a positive impact on the operational sustainability of educational
institutions, the improvement of academic service quality, and the sustainable achievement
of educational goals (Yolanda & Karim, 2025).

1.2 Education financing policies and management

Various education financing models have been studied and identified in the
international education literature as efforts to ensure the operational sustainability of
educational institutions while improving the quality of educational services. These funding
models include full public funding, pay-for-performance schemes that link budget
allocations to educational performance outcomes, and needs-based subsidies aimed at
expanding access to education more equitably. The implementation of these funding models
is aimed at improving accountability in fund management, ensuring equitable access to
education, and enhancing the quality of educational outcomes. In a global context, the
diversity of these funding models is crucial for aligning funding policies with the
characteristics of each country’s education system and its socio-economic challenges,
thereby ensuring that the operational funding of education can be managed effectively and
sustainably (Rukmana et al., 2025).

In line with these developments, policies aimed at improving the efficiency of education
budgets have become a central issue in the management of modern education financing.
Budget efficiency is not interpreted merely as a reduction in costs, but rather as an effort to
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optimize the use of financial resources without sacrificing the quality of services and
educational outcomes. Strategies commonly implemented in budget efficiency policies
include performance-based budgeting, increased budget transparency and accountability,
and the use of information technology in the education finance system to reduce waste and
improve the accuracy of fund allocation. This approach enables educational institutions to
manage their budgets in a more rational, measurable, and results-oriented manner (Aulia
etal., 2025).

From an Islamic educational perspective, the management of educational funding is not
only oriented toward economic efficiency but also toward upholding Sharia principles that
emphasize the values of trust, justice, transparency, and sustainability. Specialized
literature on Islamic education financing indicates that the management of education costs
must be carried out in an accountable and responsible manner, avoiding wasteful practices
(israf) and ensuring that the use of funds is truly directed toward the welfare of students
and the community. These values are conceptually aligned with modern financial objectives
and Islamic ethical principles, and they reinforce the orientation toward sustainability in
education financing policies (Fauzan et al., 2025).

1.3 Education for sustainable development (ESD) and sustainable education

Education for Sustainable Development (ESD) is an educational approach designed to
equip students with the knowledge, skills, values, and attitudes necessary to address the
challenges of sustainable development. Through this approach, education focuses not only
on academic achievement but also on fostering critical awareness and social responsibility
toward environmental, social, and economic issues in an integrated manner. ESD-based
education encourages students to understand the interconnections between human
activities, the sustainability of natural resources, social justice, and economic growth,
enabling them to make responsible decisions in both their personal and professional lives
(Arora, 2025).

One concrete way ESD is implemented in educational practice is through the
development of green schools. The green schools concept integrates sustainability
principles into all aspects of school management, ranging from resource planning and
management, efficient use of energy and water, to waste reduction and carbon emissions
reduction. In addition, green schools also implement an environment-based curriculum that
instills sustainability values in the learning process and encourages the active involvement
of the school community and the surrounding community in supporting environmentally
friendly educational practices. Through this approach, educational institutions serve not
only as centers for knowledge transfer but also as agents of social change that contribute to
sustainable economic development and the formation of a green culture within the
educational environment (Arora, 2025).

1.4 Green budgeting & environmentally friendly education financing policies

Green budgeting is a budgeting approach that explicitly integrates considerations of
environmental impact and sustainable development goals into all stages of the budgeting
process, from planning and allocation to budget execution and evaluation. The primary
objective of this approach is to ensure that fiscal policies adopted by the government and
public institutions consistently support environmental protection, climate change
mitigation and adaptation, and the achievement of sustainable development goals. Thus,
green budgeting serves not only as a technical instrument for budget management but also
as a strategic policy framework for aligning fiscal decisions with the global sustainability
agenda (Aktas, 2023).

Various global studies show that green budgeting has been adopted in a number of
countries as a policy tool to achieve fiscal sustainability while meeting the targets of the
Sustainable Development Goals (SDGs). The implementation of green budgeting is generally
characterized by the development of environment-based budget indicators, increased fiscal

JEKOP. 2025, VOLUME 2, ISSUE 2 https://doi.org/10.61511 /jekop.v2i2.2025.2632


https://doi.org/10.61511/jekop.v2i2.2025.2632

Setyaningrum et al. (2025) 132

transparency and accountability, and the integration of environmental considerations into
public budgets. This approach enables governments and public institutions to assess the
extent to which their budgetary policies contribute to environmental goals, while also
identifying potential fiscal risks associated with environmental degradation and climate
change (D’Orazio, 2025).

Although the implementation of green budgeting is still relatively rarely discussed in
specific terms in the literature on education financing, its basic principles are highly
relevant for application to education budgets. In the context of education, green budgeting
can be directed toward prioritizing environmentally friendly programs and activities, such
as investments in green educational infrastructure, reducing campus carbon footprints,
improving energy and water efficiency, and strengthening curricula based on Education for
Sustainable Development (ESD). In addition to contributing to environmental conservation,
the implementation of green budgeting in education budgets also has the potential to
improve long-term cost efficiency through energy savings and the optimization of resource
use, thereby supporting the financial sustainability of educational institutions.

1.5 The contribution of educational institutions to green economic development

Various studies show that education plays a strategic role in promoting green economic
development by increasing public awareness, knowledge, and skills to support sustainable
innovation. Education serves as a key instrument in shaping mindsets and behaviors that
are environmentally conscious, while also preparing human resources capable of
responding to both economic and environmental challenges simultaneously. Through an
educational process integrated with sustainability issues, students are encouraged to
develop competencies relevant to the transition toward a green economy, such as the use
of environmentally friendly technologies, resource efficiency, and sustainability-based
innovation (Huda et al,, 2024).

At a more specific level, higher education plays a very significant role in accelerating
the transition to a low-carbon economy. Universities serve as centers for the development
of science and technology, where research and innovation in green technology, renewable
energy, and sustainable business practices take place. Furthermore, higher education
facilitates strategic collaboration among academia, industry, and government—a key factor
in the development and implementation of green economy solutions. This collaboration
enables academic research findings to be more widely adopted in the industrial sector and
public policy, thereby strengthening education’s contribution to sustainable economic
development (Huda et al., 2024).

In line with this, empirical studies in China show that high-quality education not only
raises individual awareness of green finance issues—including green digital finance—but
also builds the workforce’s capacity and competencies needed to support a sustainable
financial sector. Quality education plays a role in creating human resources who possess
green financial literacy, analytical skills, and an understanding of sustainability principles,
thereby enabling them to actively contribute to the development of green economy
initiatives. These findings underscore that investment in education is a key factor in
accelerating green economic development by strengthening human capacity and building a
sustainability-oriented financial system (Lee et al., 2025).

2. Methods
2.1 Research design and data collection

This study employs a qualitative approach using library research to develop an in-
depth understanding of the concepts, policies, and practices related to the management of
working capital costs in education. Research data were obtained from relevant sources,
including academic books, articles published in reputable national and international
journals, laws and regulations, and policy documents concerning education financing and
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management. Sources were selected based on their relevance to the research topic,
credibility, and publication recency.

2.2 Data analysis and synthesis

Data were analyzed using content analysis. The process began with identifying and
classifying key concepts related to educational working capital costs, financial management,
budget efficiency, green budgeting, and Islamic education. The findings and conceptual
frameworks identified in the literature were then compared and synthesized to develop an
integrated understanding of educational working capital cost management.

To make the synthesis explicit, the selected sources were mapped against four
analytical dimensions: (1) the concept and operation of educational working capital; (2)
education financing policy and budget efficiency; (3) green budgeting and education for
sustainable development (ESD); and (4) the contribution of education to green economic
development. Islamic ethical principles were incorporated as a cross-cutting normative lens
rather than treated as a separate analytical dimension. The proposed indicators and
mechanisms are analytical constructs derived from the reviewed literature, not empirical
findings. Their validity and practical applicability therefore require further assessment
through future empirical research.

3. Results and Discussion
3.1 Basic concepts of educational working capital

Educational working capital refers to all funds required by educational institutions to
finance daily operational activities in order to ensure the smooth running of the learning
process (Alhamda & Karim, 2025). The availability of working capital serves as a crucial
foundation for ensuring that all educational activities can proceed in a sustainable and well-
planned manner. These costs include routine expenditures such as salaries for teachers and
educational staff, electricity and water bills, the procurement of teaching materials, and the
maintenance of educational facilities and infrastructure, all of which directly impact the
quality of educational services provided to students. According to Mulyadi in Alhamda &
Karim (2025), working capital also includes reserve funds set aside to address financial
instability resulting from delays in fund disbursement or a decline in student enrollment,
thereby ensuring that educational institutions can continue their operations without
significant disruption.

The components of working capital in education include cash and cash equivalents,
accounts receivable, inventory, prepaid expenses, short-term liabilities, and operating
reserves (Dewi, 2021). Each of these components plays an interrelated role in supporting
the financial stability of educational institutions. Based on its nature, working capital is
classified into permanent working capital and variable working capital (Dewi, 2021).
Permanent working capital is required on an ongoing basis to support the institution’s core
operations, while variable working capital is flexible and adapts to changing needs, such as
an increase in the number of students or specific academic activities. Working capital plays
a strategic role in ensuring the continuity of the educational process, improving service
quality, and promoting the autonomy of educational institutions (Sasmita & Samsinar,
2024).

From an Islamic perspective, the management of educational funds must be based on
the principles of trust (amanah), transparency, efficiency, and accountability, while
avoiding usury (riba), uncertainty (gharar), and gambling (maysir) (Samsuri, 2022). These
principles emphasize that the management of working capital must not only be effective
from a managerial standpoint but must also adhere to Islamic ethical and moral values so
that educational funds can provide sustainable benefits for all stakeholders. Furthermore,
integrating these principles into financial planning and resource allocation can strengthen
institutional integrity and ensure that funds are utilized in accordance with educational
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priorities. Consequently, Islamic financial ethics can serve as a foundation for promoting the
long-term sustainability of educational financing while fostering public trust and equitable
access to educational resources.

3.2 Management and objectives of educational working capital

The management of educational working capital is the process of planning, allocating,
controlling, and evaluating the use of an educational institution’s operational funds
(Alhamda & Karim, 2025). This process requires a structured financial management system
to ensure that all available funds are utilized optimally and targeted effectively. The main
principles of working capital management include thorough budget planning, effective fund
allocation, strict oversight, and diversification of funding sources, so that educational
institutions have financial resilience in facing the dynamics of operational needs and
changes in the external environment.

Sources of educational working capital include the government, parents or guardians
of students, the community, and other forms of assistance as stipulated in Law No. 20 of
2003 on the National Education System (Maharani et al., 2024). The diversity of these
funding sources requires educational institutions to manage funds professionally and
responsibly. The use of educational working capital covers operational costs, investment
costs, and personnel costs Munir et al. (2023). These three types of costs must be managed
proportionally to prevent an imbalance between meeting short-term needs and the long-
term development of the institution.

The objectives of educational working capital management are to improve the quality
of education, expand access to educational services, increase the efficiency of resource use,
and ensure transparency and public accountability (Debataraja, 2024). With effective
working capital management, educational institutions are expected to be able to provide
high-quality, sustainable, and equitable educational services to all students.

3.3 Methods and approaches to working capital management policy

Methods for planning and allocating funds in educational working capital management
include needs analysis, annual budgeting, setting priorities, and a participatory approach
involving stakeholders (Safitri & Ramadan, 2022). Needs analysis is conducted to identify
the most urgent and strategic operational aspects, while the preparation of an annual
budget serves as a guideline for the systematic and measurable use of funds. Setting
priorities helps educational institutions optimize limited resources, while a participatory
approach encourages the active involvement of both internal and external parties, such as
school principals, teachers, school committees, and the community. This approach aligns
with the theory of participatory budgeting, which emphasizes transparency, collaboration,
and decision-making based on shared needs (Andonoska & Alda, 2025).

The government’s policy approach to managing education working capital is
implemented through fiscal decentralization, public accountability, and the principles of
equity and inclusivity (Mulyasa & Dyah, 2022; World Bank, 2018). Fiscal decentralization
grants broader authority to local governments and educational institutions to manage
financial resources in accordance with local characteristics and needs. Public accountability
demands transparency and accountability in the use of education funds, while the principles
of equity and inclusivity ensure that the management of educational working capital
reaches all segments of society without discrimination. This policy reflects the practice of
good governance in education, which emphasizes efficiency, participation, and public
accountability in the delivery of education (Denhardt & Denhardt, 2015).

3.4 Efficiency and measurement of working capital in education

Efficiency in education financing is defined as the optimal use of financial resources to
produce maximum educational output without compromising the quality of service

JEKOP. 2025, VOLUME 2, ISSUE 2 https://doi.org/10.61511 /jekop.v2i2.2025.2632


https://doi.org/10.61511/jekop.v2i2.2025.2632

Setyaningrum et al. (2025) 135

(Mulyono, 2019). This concept of efficiency emphasizes a balance between the amount of
funds spent and educational outcomes, both in academic and non-academic aspects.
Working capital efficiency can be measured through quantitative indicators such as the
working capital ratio, cash turnover, cost per student, and the proportion of personnel costs
(Halim, 2017). These indicators provide an objective picture of an educational institution’s
ability to manage liquidity, control operating costs, and maintain a sound financing
structure.

Table 1. Indicators of educational financing and working capital efficiency

Type of Indicators Measurement description Sources
indicator
Quantitative =~ Working capital Measures an educational institution’s (Halim, 2017;
ratio ability to meet its short-term Masum, 2023)
obligations using its current assets
Cash turnover Indicates the effectiveness of cash (Halim, 2017;
usage in supporting educational Rasyid, 2020)
operations
Cost per student [llustrates the amount of expenses (Masum, 2023;
incurred by an educational institution Mulyono,
per student 2019)
Proportion of Shows the percentage of teaching and (Rasyid, 2020)
personnel costs non-teaching staff costs relative to total
operating expenses
Qualitative Transparency in Transparency in financial information (Rohiat, 2019;

fund management

for stakeholders

Slamet, 2021)

accountability Accountability for fund managementin (Tilaar, 2020)
accordance with applicable regulations
and standards
Stakeholder Participation of internal and external (Rohiat, 2019;
engagement parties in budget planning and Slamet, 2021)

oversight

In addition, qualitative indicators include transparency and accountability in fund
management, stakeholder engagement, and the impact of fund usage on the quality of
educational services (Rohiat, 2019; Slamet, 2021; Tilaar, 2020). These qualitative aspects
are crucial for assessing the extent to which working capital management is not only
numerically efficient but also fair, transparent, and focused on improving the quality of
education. Case studies by Rohmah (2022), Suryadi & Handayani (2021), and Rahmawati
(2023) show that the implementation of program-based budgeting, digital reporting
systems, and diversification of funding sources can improve the efficiency and stability of
educational institutions’ working capital, while also strengthening public trust in
educational financial management.

Table 2. Practices for improving the efficiency of educational working capital
Researcher Year Management strategies Key findings

Rohmah 2022 Program-based Improving the efficiency and accuracy of
budgeting fund allocation

Suryadi & 2021 Digital financial Enhancing transparency and working

Handayani reporting system capital stability

Rahmawati 2023 Diversification of Strengthening the financial resilience of

funding sources educational institutions

Tables 1 and 2 show that the established measurement tradition in education financing
is concerned with liquidity, cost control, and transparency. None of these indicators
registers the environmental consequences of operational spending. This gap motivates the
next section, which extends the measurement logic to environmental, social, and
governance dimensions. In particular, evaluating educational working capital efficiency
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requires consideration of how financial resources are allocated alongside their implications
for energy consumption, material use, and waste generation. Integrating these
considerations can provide a broader basis for assessing institutional efficiency while
maintaining educational service quality and supporting long-term environmental
sustainability.

3.5 Integration of green budgeting, sustainable education, and educational working capital
costs

The preceding sections show that educational working capital, budget efficiency, green
budgeting, and ESD have largely been discussed in separate strands of literature. This
section links them analytically through three connections. First, working capital is the part
of an institution’s budget through which recurrent resources such as energy, water,
teaching materials, and maintenance are actually consumed (Alhamda & Karim, 2025;
Yolanda & Karim, 2025); it is therefore the most direct entry point for green budgeting at
the institutional level. Second, green budgeting supplies the environmental information and
indicators that allow operational spending to be judged for ecological impact as well as
financial efficiency (Wilkinson et al., 2008; Veancy & Bency, 2024). Third, the efficiency
gains and sustainability-oriented practices that result are linked to green economic
development through the human capital and green competencies that education develops
(Huda et al., 2024; Lee et al., 2025). The Islamic values of amanah, iqtishad, and maslahah,
together with the stewardship role of khalifah fil ardh, provide the normative foundation
that holds these connections together (Samsuri, 2022). Figure 1 summarizes this logic, and
Table 3 shows how the literature reviewed in this study supports each connection.

Enabling governance

transparency - accountability - participatory budgeting - fiscal decentralization

{ 3 { 3 '4 3\
1. Educational 2. Green budgeting 3. Institutional 4. Green economic
working capital integration outcomes and ESD development
« Needs-based ¢ Energy and water ¢ Cost efficiency and ¢ Human capital and
budgeting efficiency financial stability green skills
« Cash-flow control 4 | - Digitization of 4 | ° Service quality and | ° Resource efficiency
and allocation administration equitable access

* Fiscal space and
intergenerational

* Reserves and  Sustainable * Green school :
liquidity procurement culture equity
¢ Monitoring and s Environmental * ESD as contextual « Sustainability-
evaluation indicators in budget learning oriented innovation
J - J -
P P P $
I I I I
[ [ [ [
'4 )

Islamic values as normative foundation

amanah - ‘adl - maslahah - igtishad - avoidance of israf, riba and gharar

khalifah fil ardh (stewardship of resources and the environment)
- J

Fig. 1. Conceptual framework linking educational working capital, green budgeting, and green
economic development from an Islamic education perspective

Figure 1 should be read as a chain of conditional links rather than as a tested causal
model. Working capital management (1) provides the budgetary channel; green budgeting
(2) directs that channel toward resource efficiency and environmental indicators; the
resulting institutional outcomes (3) include cost efficiency, equitable access, and a green
school culture that supports ESD; and these outcomes feed green economic development
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(4) through resource efficiency and green human capital. Governance conditions—
transparency, accountability, participatory budgeting, and fiscal decentralization—
determine whether each link functions in practice, while Islamic values frame the purpose
of the whole chain as stewardship of a trust (amanah) for the public good.

Table 3. Synthesis of the reviewed literature and its relevance to sustainable education financing

Analytical Sources Main contribution as used in Relevance to working capital
dimension this study and green budgeting
Working Yolanda & Define working capital as short-  Identify recurrent
capital Karim term funds for daily operations;  operational spending as the
concept (2025); stress cash-flow planning and budget area where green
Alhamda & control, liquidity, and reserves budgeting can be applied
Karim (2025)
Financing Rukmana et Discuss full public funding, pay- Show how funding design
models al. (2025) for-performance schemes, and shapes equity and
needs-based subsidies accountability in operational
funding
Budget Aulia et al. Identify performance-based Provide instruments that
efficiency (2025) budgeting, transparency, and can also carry
information technology as environmental indicators
efficiency strategies
Islamic Samsuri Ground fund management in Supply the normative basis
financing (2022); amanabh, justice, transparency, that links efficiency with
Fauzan et al. and the avoidance of israf stewardship of resources
(2025)
ESD and Arora (2025) Describe green schools that Indicate operational areas of

green schools

integrate sustainability into
energy, water, and waste
management and curriculum

working capital where
sustainability can be
practiced

Green Aktas (2023); Describe green budgeting as Offer the framework for
budgeting D’Orazio integrating environmental applying environmental
(2025); objectives and indicators across  indicators to education
Wilkinson et the budget cycle, with budgets
al. (2008); transparency and accountability
Bency (2020)
Education Huda et al. Show that education builds Connect institutional
and green (2024); Lee awareness, skills, and green outcomes to green economic
economy etal. (2025) financial literacy, and that development through

universities support the low-
carbon transition

human capital

Table 3 shows that each link in Figure 1 is supported by at least one strand of literature,
but also that the strands rarely overlap. Green budgeting is documented mainly in fiscal and
public finance studies, whereas working capital is treated mainly in educational financial
management. The literature reviewed here does not report studies that apply green
budgeting specifically to educational working capital. This confirms the research gap stated
in the Introduction and indicates that the framework in Figure 1 is a contribution of
synthesis rather than a restatement of established findings.

In the dynamic landscape of modern education financing management, educational
working capital costs are no longer merely required to be managed efficiently from an
economic perspective, but must also be responsive to environmental sustainability
challenges. This demand has emerged alongside growing global awareness of the
environmental impacts of organizational activities, including those of educational
institutions. Green budgeting serves as a strategic approach that integrates environmental
and climate change objectives into the entire budgeting cycle—from planning,
implementation, and monitoring to budget evaluation (Wilkinson et al, 2008). This
approach emphasizes the use of environmental information and indicators in budget
management, ensuring that every allocation of educational funds is oriented not only
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toward operational effectiveness but also toward minimizing the resulting ecological
impacts (Veancy & Bency, 2024).

In the context of educational working capital costs, the implementation of green
budgeting encourages educational institutions to manage their operational funds more
wisely and sustainably. These practices are realized, among other things, through efficient
use of energy and water, reduced paper consumption through the digitization of
administrative and learning processes, and the maintenance of environmentally friendly
facilities and infrastructure. Thus, working capital serves not only as a tool to support
educational operations but also as a strategic means to internalize sustainability values in
the governance of educational institutions.

Furthermore, green budgeting is closely linked to the concept of Education for
Sustainable Development (ESD), an educational approach that equips students with the
knowledge, values, and skills to support sustainable development. The implementation of
green budgeting in education funding not only impacts financial efficiency and resource
management but also serves as a contextual learning tool for students regarding
sustainability practices. Through environmentally friendly funding policies, educational
institutions can foster an institutional culture that is environmentally conscious and long-
term oriented. This aligns with the view that green budgeting is not merely about allocating
budgets for environmental programs, but rather an integrative effort to ensure that all
economic and institutional activities do not lead to the waste of natural resources and to
guarantee the sustainability of future generations (Veancy & Bency, 2024; Suwarli, 2015).

At the public policy level, environment-based budgeting is the responsibility of the
government and public institutions to ensure the availability of adequate funding for
environmental protection and management (Suwarli, 2015). Practices in various countries
show that the implementation of green budgeting can improve the quality of fiscal policy
while supporting the achievement of sustainable development goals. France, for example,
implements green budgeting through environmental cost-benefit assessments,
environment-based tax reforms, and integrated sustainable fiscal policies (Organisation for
Economic Co-operation and Development, 2022). Meanwhile, China has developed a similar
approach through green finance policies aimed at greening the financial system and
directing investment toward environmentally friendly sectors. These international
practices demonstrate that educational institutions also play a strategic role as part of the
green economic development ecosystem through sustainable and environmentally oriented
financing policies.

From an Islamic educational perspective, the integration of green budgeting into the
management of educational operating expenses has a strong normative foundation.
Educational funds are viewed as a trust that must be managed responsibly, efficiently
(igtishad), and directed toward the long-term public good (maslahah) for both humanity
and the environment (Samsuri, 2022). Furthermore, the concept of khalifah fil ardh
emphasizes that humans—including educational institutions—have a moral responsibility
to maintain a balance between the use of resources and their conservation. Therefore, the
implementation of green budgeting in the management of educational working capital not
only improves financial efficiency and accountability but also strengthens educational
institutions’ contribution to sustainable development and the development of a just green
economy.

To make this integration measurable and move the discussion beyond normative
recommendations, Table 4 extends the conventional indicators presented in Table 1 across
four dimensions: financial, environmental, social, and governance. The financial and
governance indicators build on measures established in the literature reviewed above,
while the environmental indicators capture the physical resource use associated with
working capital expenditure, particularly energy, water, and materials. The social
dimension complements these measures by accounting for implications for educational
service quality and access.

Two cautions apply to the proposed indicators. First, environmental indicators should
be assessed alongside financial indicators to ensure that reductions in utility expenditure
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are not misinterpreted as efficiency gains when they result from inadequate service
provision or compromise educational quality, consistent with the definition of efficiency
adopted in this study (Mulyono, 2019). Second, the indicators are analytical proposals
derived from the literature rather than empirically validated measures. Their thresholds,
data availability, and validity must therefore be established through empirical research in
specific institutional contexts. Future studies should also examine the feasibility of
implementing these indicators across educational institutions with different financial
capacities, infrastructure conditions, and governance arrangements. Such investigations
would help refine the proposed framework and establish a more robust basis for assessing
the contribution of sustainable education financing to environmental performance and

long-term institutional sustainability.

Table 4. Proposed indicators for sustainable education financing

. . Proposed Measurement Basis in the reviewed
Dimension S .
indicator literature
Working Current assets divided by Established indicator
capital ratio short-term liabilities (Halim, 2017; Masum,
2023); see Table 1
Cost per Total operating expenditure Established indicator
: . student divided by number of students  (Masum, 2023; Mulyono,
Financial
2019); see Table 1
Utility cost Energy and water expenditure = Authors’ proposal;
share as a percentage of total operationalizes the energy
operating expenditure and water efficiency
discussed by Arora (2025)
Resource Electricity (kWh) and water Authors’ proposal; physical
consumption (m?®) consumed per student counterpart of utility
per student per period spending
Administrative Share of administrative Authors’ proposal; follows
digitization processes digitized; change in the digitization practices
Environmental paper procurement discussed in Section 3.5
Green Percentage of operating and Authors’ proposal; applies
allocation maintenance budget allocated  environmental budget
share to energy- and water-efficiency indicators (Wilkinson et
measures and environmentally al., 2008; Veancy & Bency,
friendly maintenance 2024)
Equitable Share of budget directed to Authors’ proposal; follows
access support needs-based support for needs-based subsidy
students models (Rukmana et al,,
Social 2025)
Stakeholder Involvement of principals, Established indicator
participation teachers, school committees, (Rohiat, 2019; Slamet,
and the community in budget 2021); see Table 1
planning and oversight
Budget Availability of budget and Established indicator
transparency  realization reports to (Rohiat, 2019; Slamet,
and digital stakeholders through a digital =~ 2021); see also Suryadi &
reporting reporting system Handayani (2021)
Governance in Table 2

Amanah and
Sharia
compliance
review

Periodic internal review that
ensures fund use avoids israf,
riba, and gharar and benefits
students and the community

Authors’ proposal;
operationalizes Samsuri
(2022) and Fauzan et al.
(2025)

Table 4 presents a set of proposed indicators for assessing the sustainability of
education financing across four dimensions: financial, environmental, social, and
governance. These indicators combine established measures identified in the reviewed
literature with additional indicators proposed by the authors to address the specific
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requirements of sustainable education financing. The financial dimension assesses the
efficiency of fund utilization, while the environmental dimension focuses on resource
efficiency and environmentally responsible budgeting. The social dimension emphasizes
equitable access to educational support and stakeholder participation, whereas the
governance dimension highlights transparency, digital reporting, and compliance with
Islamic ethical principles. Collectively, these indicators provide a multidimensional
framework for evaluating how educational institutions manage financial resources in ways
that are efficient, equitable, transparent, and environmentally responsible. However, the
proposed indicators require further empirical validation to establish their applicability
across different educational contexts and institutional settings.

3.6 Policy mechanisms and implications for green economic development

From a development economics perspective, the relevance of educational working
capital to green economic development can be understood through three conceptual
channels. The first is resource efficiency and fiscal space: if energy, water, and material use
in educational operations is reduced without lowering service quality, the funds saved can
be redirected to other educational priorities, which is the long-term cost efficiency that
green budgeting is expected to deliver in education budgets. The second is human capital:
education that integrates sustainability develops the awareness, skills, and green financial
literacy that support the transition to a green economy (Huda et al., 2024; Lee et al,, 2025).
The third is equity across generations and across social groups: needs-based financing and
the stewardship principle of khalifah fil ardh both direct resources toward broad access
today while preserving the resource base for future generations (Rukmana et al., 2025;
Samsuri, 2022). The literature reviewed here does not quantify the size of these effects; the
channels should therefore be treated as hypotheses to be tested, not as established results.

Table 5 translates the identified channels into concrete policy mechanisms by linking
operational working-capital practices to policy implications and their expected
contributions to green economic development. Three major policy implications emerge
from this analysis. First, governments and regulators can integrate environmental
performance indicators into existing operational funding and reporting instruments,
including school operational assistance/Bantuan Operasional Sekolah (BOS) funds, as
discussed by Sasmita & Samsinar (2024). Rather than establishing separate financing
channels, policymakers can refine existing budgeting guidelines to encourage educational
institutions to monitor energy and water consumption, identify opportunities for reducing
operational costs, and report expenditures related to resource efficiency. Second,
educational institutions can incorporate environmentally oriented allocations into needs-
based budgeting and participatory planning, ensuring that environmental priorities are
considered alongside academic needs and equitable access to educational resources. This
approach can help institutions identify cost-effective sustainability measures while
preventing environmental investments from displacing essential educational expenditures.

Third, Islamic educational institutions can draw on the principles of amanah (trust and
responsibility), iqtishad (moderation and avoidance of excess), and maslahah (collective
welfare) as an ethical foundation for implementing these measures and evaluating their
outcomes through periodic accountability reviews. These principles reinforce responsible
resource management, discourage excessive consumption, and encourage financial
decisions that consider long-term institutional and community benefits. Collectively, the
proposed mechanisms illustrate how sustainable working-capital management can support
green economic development through improved financial efficiency, reduced resource
consumption, and stronger institutional accountability. Potential economic benefits may
arise when operational savings are redirected toward educational priorities, while
resource-efficient practices can reduce environmental pressures. However, these
contributions depend on effective implementation, institutional capacity, and the extent to
which anticipated financial and environmental improvements can be demonstrated
through measurable indicators.
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Table 5. Policy mechanisms and implications of green budgeting in educational working capital

Mechanism Operational practice in Policy implication Contribution to green
working capital economic development
Energy and Monitor utility Include utility and Resource efficiency and
water consumption and resource-consumption  long-term cost savings
efficiency prioritize efficiency indicators in that expand fiscal space
measures within routine  operational budget
operating and guidelines and
maintenance budgets reporting
Administrative  Replace paper-based Support digital financial Lower material use and
digitization administration and reporting as part of greater transparency
reporting with digital education financing
systems policy
Sustainable Prefer environmentally Include environmental ~ Demand for
procurement friendly teaching criteria in procurement  environmentally
and materials, facilities, and and maintenance friendly goods and
maintenance maintenance practices standards for services; lower
when allocating routine educational institutions ecological impact
funds
Budget Report environmental Adopt environment- Fiscal accountability
transparency indicators alongside based budget indicators that supports
with financial realization within education sustainable
environmental budget cycles development goals
indicators
Equitable and Allocate routine funds Combine efficiency Broader access to
needs-based with attention to access targets with needs- education and the
financing and needs, not only to based subsidies and human capital that
cost reduction inclusivity principles supports a green
economy
Participation Involve stakeholders in Embed participatory Public trust and
and Islamic budget planning; apply budgeting and value- stewardship that

value-based
oversight

periodic amanah and
Sharia compliance
reviews

based accountability in
the governance of
Islamic educational
institutions

sustain green initiatives
over time

This study has limitations. As a conceptual literature review, it presents Figure 1 and

Tables 4 and 5 as analytical proposals rather than empirically validated findings. Future
research should examine the proposed relationships using institutional data on utility costs,
working capital ratios, and educational outcomes; compare Islamic and non-Islamic
educational institutions; and assess the feasibility and validity of the proposed indicators
across different regions and educational levels. Further empirical assessment should also
examine whether environmental improvements can be achieved without compromising
educational quality, service provision, and equitable access. Such evidence is necessary to
determine how the proposed framework can be translated into context-appropriate
budgeting and accountability practices.

4. Conclusions

This study conceptualizes educational working capital management as a strategic
process that connects financial efficiency, operational sustainability, educational service
quality, and environmental responsibility. Effective management requires needs-based
budgeting, transparent financial administration, and systematic monitoring to ensure that
resources support institutional continuity and equitable access. Integrating green
budgeting principles can extend conventional financial management by incorporating
energy, water, and material use into resource-allocation decisions. From an Islamic
educational perspective, the principles of amanah, iqtishad, justice, and maslahah provide a
normative foundation for responsible, efficient, and accountable resource management.
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The study contributes a conceptual framework, a set of financial, environmental, social,
and governance indicators, and a mapping of policy mechanisms linking educational
working capital management with resource efficiency and the potential contribution of
education to green economic development. However, these contributions remain
conceptual and require empirical validation. Future research should test the proposed
relationships using institutional data and assess whether the framework can support
financial sustainability, environmental responsibility, educational quality, and equitable
access across different institutional contexts.
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