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A

The Challenge of Improving the
Cash Conversion Cycle over Time

Number of companies with steady
or improving cash-conversion cycles,'

1999-2008
12

7 +

'S

"Jz &

—
Four years Six years Eight years

ina row in & row in arow

PRECOAI. 32 8 2

of sample

Sources: Thomeon Reuters; BOG analysic.

Note: The WPl of 351

Companies that maintained or improved their
cash-conversion cycles over eight years'

I I Leading Belgian consumer-goods company

for the

@I I

Large U.S. machinery producer

Leading jJapanese media and publishing company

Leading German chemical producer

Leading German retailing group

Large Ralian automotive supplier

Large japanesetranspoﬁamn and logistics
compal

1999 through 2008.
*The cash comversion cycie equals days inventonos mmn[rmo plus days sales outszanding (DSO) e days payables outstanding
{DPO); DI = inventones/sales x 365; DSO = accounts receivable/sales x 365; DPO = accounts payable/sales x 365

Source: https://www.bcg.com/documents/file41739.pdf
BCG, Cash Advantage: Moving from Fast to Sustainable Impact, March 2010
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Needs of working capital differ by industry, but even
within sectors performance varies widely

Needs of working capital differ by industry, but even
within sectors performance varies widely.'

Cash-conversion cyche, s 75 parcanti
days, 2013

20r
75 | = {70
150
= 135
126 - 123
100
- 10 - 02
75
B3
50 - il -5 = =53 - 40 - 47 -
o -t 35 - 34 - 34
26 4 22 e 22
L3 -
0 3 - E
e =— 44
Consumer Consumer Energy Health care Industriais Materials Utilities

discretionary  staples

collect ¢ d pay

Source:https://www.mckinsey.com/~/media/McKinsey/dotcom/client_service/Corporate%20Finance/MoF/
Issue%2051/MoF51_Working_Capital
McKinsey on Finance Number 51, Summer 2014, Uncovering cash and insights from working capital 39
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Bank Management & Financial Services by Peter Rose & Sylvia Hudgins; McGraw-Hill/Irwin; 9th edition (February
9,2012)

BCG, Cash Advantage: Moving from Fast to Sustainable Impact, March 2010

McKinsey on Finance Number 51, Summer 2014, Uncovering cash and insights from working capital
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