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Abstract - Indonesian infrastructure development has been accelerated in recent years with construction sector become the 
important part of it. However, The separation of government tender participation based on the company sub-categorization 
make large sub-categorized companies suffer from less project availability, in this case PT MajuPersada. This research will 

analyze the financial condition of this company in current tough condition and propose the achievable survival plan. Internal 
and external analysis were made. Then, alternatives was made to obtain the realistic plan that can be done in the following 
years. The analysis found that the company is suffering from the negative operational cash flow, and it is because the 
company have lower profitability compared to competitors. The most promising options are to create subsidiaries or to 
reduce cash conversion cycle to the average value of industry. 
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I. INTRODUCTION 

 

Infrastructure development in Indonesia has been one 

of the priority program of the Indonesian government. 
This can be seen from the large percentage of the 

construction sector to Indonesia's Gross Domestic 

Product (GDP) of 10.36% in quarter III of 2018, rise 

0.1% from 10.26% in quarter III of 2017, and 

construction sector became the fourth largest 

contributor of it. Figure 1 shows the percentage of 

construction sector to Indonesia’s Gross Domestic 

Product in third quarter of 2018. One might interpret 

that the construction sector have benefit with current 

condition of government policy to accelerate the 

infrastructure development in Indonesia. However, 

there are many regulations that may obstruct the 

construction companies to expand more from their 

current condition. Regulation of the minister of public 

works (Permen PUPR) no. 19 year 2014 classified the 
construction company into several classes with certain 

range of project value, where company from one class 

can’t participate in the tenders with project value 

outside their own class. With this regulation, higher 

qualification companies have less chance of getting a 

project since they only rely on availability of massive 

project, where the number is much lower than the 

small projects. Arditi, Koksal and Kale (2000) analyze 

the factors related to company failures in the USA 

construction industry. 

 

 
Figure 1 Percentage of Indonesian GDP from Various Industries 

(Source: BadanPusatStatistik, 2018) 
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Figure 2 shows the failure factors for construction 

companies in USA. The result shows that budgetary 
and macroeconomic issues represent 83% of the 

reasons for construction company failures. They 

include budgetary and macroeconomic issues as the 

cash flow related item. Engaged in construction 

industry, PT MajuPersada is also financially affected 

by the policy of Indonesian government related to the 

industry. PT MajuPersada might have benefits from 

government rapid infrastructure development policies 

but obstructed to get the bigger market share as they 

cannot participate in tender less than their range of 

class value.Currently, the company is handling several 

packages of road construction in West Java and North 
Sumatera, but these projects didn’t generate enough 

sales to create profit after tax in recent years, 

especially with a lot of bank interest rate that need to 
be paid annually. With this condition,the medium term 

target of PT MajuPersada was created in 2015 by 

management according to the company’s external and 

internal condition, namely (1) In 2022, all of PT 

MajuPersada's debts are paid off or the remaining 

maximum is 15 billion rupiah, and (2) Every year, the 

project value increases by 10% (excluding VAT and 

Income Tax). These targets was then completed to the 

forecasted sales, remaining debt, cash flow, and bank 

interest for each year until 2022. Figure 3 shows the 

yearend cash plan of PT MajuPersada versus the 

realization until 2018. 

 

 
Figure 2 Failure Factors in Construction Companies 

(Source: Arditi, Koksal and Kale, 2000) 

 

 
Figure 3 Year End Cash Plan versus Realization 
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It can be seen that the cash flow performance does not 

work according to the plan. In fact, the cash flow in 
recent years show declining trend, and this declining 

cash flow of the company may create difficulties to 

pay account payables of short and long term debt. By 

the end of 2018, the company owned cash only as 

much as 29 billion Rupiah, or only realizing 60% of 

the company cash plan in 2018 which is 48.7 billion 

Rupiah. Further analysis shows that the company 

fulfilled their gross profit expectation, but did not 

consistently generate positive operational cash flow, 

while the company need to constantly pay operational 

costs. With the limited number of projects that can be 

handled in the future, the company is under both 
pressure of limited cash payment from the sales, while 

constantly pay the bank loan’s principal each years. 

On the other hand, to face the opportunity of rapid 

infrastructure development in Indonesia, PT 

MajuPersadaalso need to cover the project cost 

anytime they are appointed for other large projects. 

 

II. METHODS 

 

This research wants to find out the financial 

performance of the company under several strategies 
to achieve better cash flow and financial goals of the 

company. In supporting this research, data collection 

was conducted through analysis of PT MajuPersada’s 

financial report, listed construction companies’ 

financial reports, news, and focused group discussion 

that was done with PT MajuPersada managements. 

First, Author will explore the issue from external and 

internal condition of the company. In the external 

analysis, the author will use PESTEL analysis. This 

analysis is the general framework that picture the 

condition of environment where the company is 

working at. The next analysis is internal analysis, 
where the framework to be used by author is ratio 

analysis compared to companies with the same 

industry. Author then will analyze the root cause that 

should be addressed to improve the financial condition 

of PT MajuPersada. Literatures were collected and 

reviewed to gain understanding of the potential 

reasons of the problem and the findings from previous 

research. The literature review is important to make 

sure that the issue exploration is based on the reliable 

method and considering the important findings from 

previously made resources. Rusell concluded that 
significant increase in final project cost and schedule 

duration is the result of contractor failure. Contractor 

failure is more likely to occur when a project is small 

in size, involves contract documents that are poorly 

conceived, and no monitoring of schedule 

performance or funds paid.  (Russell, 1992)  Akintoye 

concluded that contractor transfer risks to their 

domestic and specialist sub-contractors and through 

insurance premium. However, the risk management of 

construction industry is often done through individual 

intuition, judgment, and experience only. 

(Akintoye,1996). Mutti analyzed that the causes of 

most construction failure are poor management and 

bad cash flow management. (Mutti, 2002) Al-Joburi 
concluded that there is negative cash flow in almost 

all construction projects. The shortage covers 30–70% 

of project duration and is most likely to occur in the 

second half of a project’s life. From these literature, it 

can be concluded that construction is an industry with 

high overhead cost, and the projects mostly had 

negative cash flow duration before the payment was 

made by the clients. Thus financial cash issue is one 

of the most burdening aspect for construction 

companies that may lead them to failure. While these 

literature shows the cash flow problems in 

construction companies and the possible solution, 
each company have different approach that can be 

made as they have different environmental condition 

and internal capacity.  

 

III. PESTEL ANALYSIS 

 

PESTEL is a useful tool when scanning the general 

environment, which also called the macro- 

environment. From the 5 aspect of Politic, Economy, 

Social, Technology, Environment and Legal, the most 

affecting aspects to the company’s financial condition 
are politic, economy, social, and legal. Politic:After 4 

years periods from the 2014 presidential election, the 

government claimed the development of 947 km of 

toll road, 3,432 km of highway, 39 km of bridge, 10 

airports, 19 ports, and 17 dams. The available toll road 

from 1978 until 2014 was only about 700 km, thus the 

current government have built 35% more toll road in 

four years than the previous thirty six years. In term of 

regulation, the supporting regulation that give 

incentive for construction industry is the Presidential 

Regulation Number 3 of 2016 concerning the 

Acceleration of the Implementation of National 
Strategic Projects. Economic:Construction industry 

can also be analyzed from the Indonesian Gross 

Domestic Product of construction sector. Table 1 

shows the Gross Domestic Product from construction 

sector. 

Year 
2018 

Q1 Q2 Q3 

GDP at 

Current 

price 

(Billion 

Rupiah) 

367,765 374,593 397,525 

GDP at 

constant 

market 

price 

(Billion 

Rupiah) 

251,075 253,444 265,640 

growth 

year on 
year 

7.35% 5.73% 5.79% 

Table 1 Gross Domestic Product of Indonesia from Construction Sector 
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In 2018 alone, the GDP of construction sector is also 

growing each quartile compared to the previous year 
in the same quartile. The data validates the 

opportunity to run a profitable business in this 

industry as the industry itself is still in growing 

condition. In term of investment, the increasing 

investment creates high opportunity in the industry. 

Based on the statistic report of BPS in 2019, the 

overall value of construction completed rise 14% from 

839 Trillion rupiah in 2016 to 958 trillion rupiah in 

2017, with the civil construction value rise 17.92% 

from 461 trillion rupiah in 2016 to 544 trillion rupiah 

in 2017.Social:Indonesia is a country with population 

of more than 269 million people, making the country 
become the fourth largest population in the world. The 

population of Indonesia has grown up to 25% from 

year 2000 until 2019, with 128 million people of the 

population are considered as economically active age, 

which is ranged from age 15 years old to more than 60 

years old. Thus, around 47% of the population are 

considered as economically active. However, the 

population itself is not equally distributed in all 

provinces in Indonesia. West Java is the most 

populated province in Indonesia with 18.34% of total 

Indonesian people. The second largest population in 

Indonesia is Central Java and the third is North 
Sumatera. Based on the island, 78% of Indonesian 

people live in Sumatera and Java. This is a good 

opportunity for PT MajuPersada as the public 

transportation and infrastructures are very urgent in 

the most populated area. Since the location of PT 

MajuPersada in West Java and PT MajuPersada has 

been trusted in government projects in North 

Sumatera and West Java, the opportunity for future 

deal with the government is still in their hand.Legal 

The overall number of competitors rises 49% just in 

two years from 2016 to 2018. However, the company 

number was not equally rise on every single category, 
where the number of large construction company fell 

the most in two years. One of the reason is because of 

the separation of tender participants based on the 

company size and the tender value. Large companies 

can participate in government projects at least 50 

billion rupiah, while medium companies can 

participate in projects from 10 billion rupiah to 50 

billion rupiah. The average value of each province 

government projects in 2019 is shown in Figure 4. 

 

 
Figure 4 Average Government Construction Project Value 
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In each province, the average value of the project 

funded by Indonesian Central Government Budget 
(APBN) are ranged from 7 billion rupiah to 47 billion 

rupiah in 2017, while nationally, the average value of 

the project tender was 25 billion rupiah. It proves that 

the parties that benefited the most with the project 

participation based on sub-qualification are the 

companies under small and medium business 

qualification, while the companies under large 

company sub-qualification have the tender range 

participations far above the average national budget. 

 

IV. FINANCIAL RATIO ANALYSIS 

 
Table2 shows comparisons of financial ratios of PT 

MajuPersada, PT AdhiKarya, PT WijayaKarya, PT 

PP, and PT Total BangunPersada, all of them are state 

owned enterprises. It can be seen that while other 

parameters are relatively good compared to 

competitors, the return on asset from PT MajuPersada 

is the lowest among the companies. State owned 

companies have much higher profitability compared 

to PT MajuPersada. 

 

 

PT Maju 

Persada 

AD

HI 

PTP

P 

WIK

A 

Current Ratio 5.52 1.34 1.42 1.54 

Aset Turnover 88% 54% 53% 59% 

Debt Ratio 63% 79% 69% 71% 

Return on 

Asset 
0.19% 

2.14

% 

2.86

% 

2.92

% 

EBITDA per 

IntExp 
0.37 3.5 3.73 3.94 

Table 2 Summary of Financial Ratio Comparison 

 

PT MajuPersada got only 0.19% return on asset from 

their activities in 2018. The ratio of EBITDA per 

interest expense from PT MajuPersada is also the 

lowest among the benchmarked companies. It is 

confirming the low profitability of the company where 

the company is also have lowest return on asset 

performance among other companies too. 

V. CASH CONVERSION CYCLE ANALYSIS 

 
The analysis of Cash Convention Center was made 

and the aspect of DIO DSO and DPO were analyzed. 

A lower value of DIO is preferred, as it indicates that 

the company is making sales rapidly, and implying 

better turnover for the business.  Figure 5 shows the 

DIO among the companies. While the value of PT 

MajuPersada is still lower than PT AdhiKarya, the 

value is still larger than the average value of other 

construction companies. Thus, it can be seen that the 

company can increase their financial performance 

with less time inventories to be stored. A lower value 

is preferred for DSO, which indicates that the 
company is able to collect capital in a short time, thus 

enhancing its cash position. Figure 6 shows that PT 

MajuPersada has a good performance in this part 

because they can collect the sales in 72 days. Then, a 

higher DPO value is preferred. By maximizing the 

value of DPO, the company holds onto cash longer, 

increasing its investment potential. Figure 7 shows 

that PT MajuPersada also have much smaller value for 

this part, where the account payable was paid in 69 

days, while PTPP can extend the payment to 340 days. 

In summary, The Cash Conversion Cycle of PT 
MajuPersada is longer than most of the competitors, 

shown in figure 8, where it is contributed from longer 

inventory storage and shorter account payable 

payment to their business suppliers. 

 

VI. CASH FLOW ANALYSIS 

 

The percentage of cash out to the cash receipt in 

operational cash flow will be compared to other 

companies in Table 3.In term of payment for 

operating activities and salary, PT MajuPersada is the 

most inefficient among all, where PT WijayaKarya is 
the best in term of payment for operating activities 

efficiency and PT PP is the best in salary efficiency. 

PT MajuPersada has the lowest tax burden among all, 

but at the end, PT MajuPersada is the only company 

with negative cash flow among compared companies. 

 

 
Figure 5 Days Inventory Outstanding among Construction Companies 
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Figure 6 Days Sales Outstanding among Constuction Companies 

 

 
Figure 7 Days Payable Outstanding among Constuction Companies 

 
Figure 8 Cash Conversion Cycle among Constuction Companies 
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To fix this condition, the company may address the inefficient part of the cash out flow compared to other 

companies, namely the cash for salary payment, cash for operating activities and cash for supplier. On the other 
hand, the company may also increase the cash receipt as long as the cash out flow for operating activities and the 

cash for salary does not increase as much as the receipt growth. 
 

   PT Maju P. ADHI WIKA PTPP 

Other cash receipts from operating activities 0.0% 1.3% 0.0% 0.0% 

Payments to suppliers for goods and services -86.0% -91.9% -79.8% -80.8% 

Cash payments from operating activities -10.1% -3.3% -2.3% -7.1% 

Payments for salaries and allowances -8.3% -2.5% -5.0% -0.2% 

payment of income tax -3.0% -3.2% -4.0% -8.6% 

Cash generated from (used in) operations -7.3% 0.4% 8.9% 3.3% 

Table 3 Comparison of Operational Cash Flow to Cash Receipt 2018 

 

VII. RESULTS AND DISCUSSION 

 

SWOT analysis were made and the TOWS analysis 

were developed to survive the internal and external 

condition of the company. The maxi-maxi strategy to 

create subsidiaries is the option that can be 

implemented to maximizing the strength and 
opportunity of the company.  The maxi-mini strategy 

to rent equipment is the option that can be 

implemented to maximizing the opportunity of 

partnership to cover the weakness of low profitability. 

The mini-maxi strategy to add capital can be 

implemented to maximizing their strength as 

experienced large company with the threat of small 

number of project. Lastly, the mini-mini strategy to do 

cost efficiency will reduce the negative effect of low 

profitability and threat of small number of project. 

The matrix can be seen in Table 4.Based on these 
initial assumptions, the end year cash can be plotted 

and compared to the cash goal. The result can be seen 

in Figure 9. 

 

  Strength Weaknesss 

  Experiences Low Profitability 

  equipment availability Poor cash management 

Opportunity     

Partnership 

create subsidiaries for small-

medium projects 
renting equpments 

High number of projects formedium 

companies 

Government demand for industry 

Threat     

Small number of project for large 

company 
Create bonds, Create new stock to 

survive the threat 
 cost efficiency 

Government Bias to State Owned 

Companies for large project 

Table 4 Matrix of TOWS Analysis 

 
Without additional cash from investment and 

financing activities, PT Maju Persada will have 

negative remaining cash value by the end of 2020. It 

shows that the company needs financing activities that 

will generate cash for their operational activities with 

current condition. Further analysis shows that 

theinternal adjustment by doing cost efficiency and 

renting equipment to keep the company from lack of 

cash will be failed. The possible maxi-maxi strategy 

that can be implemented is the company should 

expand their business, diversified from dependency to 

the availability of the government large project and 

create more income from subsidiaries in small-

medium subcategory, where the government project 

availability is abundant since the average value of 

government project is 25 million Rupiah. Another 

available adjustment is the adjustment of cash 

conversion cycle to the average value of industry. It 

will not just save the companies from their negative 

cash flow condition, but also increase their end cash 

availability above the target of PT Maju Persada.  
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Figure 9End Year Cash Goal versus Forecasted 

 

 
Figure 10 End Cash Goal versus Forecasted under CCC Change 

 

Thus, this goal can be done through having turn-over 

of the inventory as quickly as possible, collect 

accounts receivable as quickly as possible, and 

negotiate to pay accounts payable as slowly as 

possible. Figure 10 shows the forecasted result under 

Cash Conversion Cycle adjustment. 

 

VIII. CONCLUSION 

 

Based on the analysis of the alternatives, it can be 
concluded that the most suitable option to save and 

diversified the company from the falling trend of 

sales, use the project opportunity in the medium 

subcategory and utilize their professionals, equipment, 

and experience is by making their own subsidiaries. 

On the other hand, another way for the company to 

survive in this industry is to reduce their cash 

conversion cycle to the average value of the industry. 

This option will help the company achieve their target 

minimum number of available cash and survive from 

the negative cash flow. The approach of changing cost 

and sales cannot defend the company’s condition from 

the decreasing trend of revenue. 
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