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THE CASH CONVERSION CYCLE
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a) Its purpose and components
A company’s cash conversion cycle measures the rate at which the company converts its stocks and other assets into ready cash (Mart, 2018). In other words, it is the exact time taken to convert inventory into sales which then is converted into cash. This is a measure of effectiveness of the company that is very vital to investors as well as to other stakeholders. 
This tool is used to measure the effectiveness of the company’s management because it is by use of strategies that cash is easily made; it tells much about the company’s financial health – short conversion cycle tells that the company has potential and its shares are competitive compared to other company’s in the industry and the opposite is true. 
The cash conversion cycle has 3 components; a) day in inventory – this represents the company’s current inventory and the exact time it uses to sell off the same, b) days sales outstanding – when sales are made, it is not always that cash is received there and then, credit. Days sales outstanding for that matter represents time taken by the company (Walmart Inc. for this case) to collect all cash from both credit and cash sales, and c) days payables outstanding – this represents the time that the company will take to settle off its debts or liabilities for inventory or commodity purchases (GuruFocus, 20180. 
b) Analyze the results obtained in the cash conversion cycle equations
Walmart Inc. is a retail company amongst the toppers in the world. This is to say that the company has a good operational base. Its cash conversion cycle for the just concluded quarter ended in April this year is calculated in the excel document as 2.34. Days in inventory is 43.33, days sales outstanding 3.40 and the days payable outstanding is 44.39. 
From the afore explanation, it is clear that the lower the cash conversion cycle, the better the company. In the past fiscal year ended in January 2018, Walmart Inc. had a CCC of 1.48 which is an implication of how healthy the company is. This past quarter, the value rose a bit but prospects are high for the current quarter and so the last. Overly, the three quarters make up a fiscal year and the average realized is more deterministic. However, the above value means that Walmart Inc. takes 2.34 days from paying for inventory to receive the cash from its sales. This means that its money is not tied up for long in inventory. An explanation to this is because of the fact that Walmart’s produces products, sells them and receives cash in the named days. Most of these commodities are basic and each has a value of less than $20 but sold in bulk. Chances of crediting are very low as such (GuruFocus, 2018). Such a calculation indicates the company’s sales efficiency and elaborate management. 
c) Propose strategies to increase the cash flows of the company under study 
Performing a good forecast. The initial step towards achieving an elaborate cash flow is forecasting. Walmart should conduct an analysis where it currently stands and the point it wants to get to. Any loopholes that are witnessed should be bridged even if it means reforming the administration (Mart, 2018). 
Despite Walmart’s awesome turnover, the company invests much so as to reap in plenty as well. By working to improve comparable sales and E-commerce business, it will reduce its costs and as a result increase its revenue. E-stores will be an alternative for the physical stores. Cost of operation is a variable of revenue, decreasing it means huge profits and vice versa.
Walmart Inc. is known to offer commodities at discounted prices, about 30 percent. This has been a sales strategy that rose its sales hence revenue margins. There is the need for the administration to improve its inventory(Mart, 2018). The goods offered for sale though discounted move at different rates. The administration should stock much of the fast movers. There are products that might impress you as a company and believe to see their demand rise which might never happen. The company’s motive should be profit making thus objective and not emotional. 
Enforcement of payment discipline; Electronic payments is another strategy that will maintain a consistent cash flow. Pilling debt is a disadvantage to the business. Electronic payment will even improve buying time (Mart, 2018). Sending invoices immediately will see payments flow in quickly. 
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