Running Head: CCC AND NETOWRKING CAPITAL
CCC and networking capital                                                                                                                                  





Cash Conversion Cycle and Networking Capital
Student Name
Institutional Affiliation
Due Date









Introduction
The cash conversion cycle is a metric that is utilized in accounting and finance as a representation of the period of time taken by a company to transform its investments in inventory. Networking capital refers to the variation between the current assets of a company and raw material inventories and finished goods (Charitou et al. 2012). 
Why is understanding the relationship between the cash conversion cycle (CCC) and networking capital important to the contemporary business executive?
Cash conversion cycle and net working capital are distinct concepts but interact together in the operations of a company. The two relate in that a company requires cash to move on, make money, create tactical commercial alliances, and suggest items for raising its competitive ability over time (Le Roux & M. T. S, 2008). Cash is a constant accessory in the management of a business but it is more critical in the short term. Understanding this relationship is important because it helps top management in running the daily activities effectively for the success of the business. It also helps senior executives to limit waste, prevent significant losses and restore cash boxes. All these help in preventing monetary problems and financial falls. 
Explain ways in which executive decisions regarding the CCC and networking capital can affect a company both adversely and beneficially. Support your response with a specific example from the business world.
A company that makes a decision to reduce the cash conversion cycle is at risk of adverse effects including requiring customers to make faster payments. This may result in the customers going to the competitors which may have negative impacts on the sales (Baveld & M. B, 2011). Faster payments may however be beneficial to the company because it will make a rapid profit. Similarly, a company that decides to raise the CCC can have adverse effects such as being required to more cash than it can access. For example, a company that wishes to expand its merit from 3 to 5 months will be required to have extra funding which may have an adverse impact on the company due to increased demand for cost of capital.
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