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Our Transaction Advisory Services team works with some of the world’s 
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on some of the biggest and most complex cross-border deals in the global 
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and returns your stakeholders expect.  
We offer integrated, objective advisory services that are designed to 
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beyond. Whether it’s a merger, acquisition, strategic alliance, divestment, 
equity offering or restructuring, we offer you the advice you need to 
help you make the right deal at the right price at the right time. It’s how 
Ernst & Young makes a difference. 
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10 key questions to ask yourselves:

1  Are cash and working capital metrics reviewed regularly at board and operational levels?

2  Are there any opportunities to issue invoices to customers faster?

3  Are levels of doubtful and overdue debt reducing? 

4  Are invoicing and collection processes optimized to avoid a rush to book sales or collect cash at 

month end? 

5  Does credit risk appraisal accurately reflect the true risks across your business including risks within 

your supply chain as well as your customer base? 

6  Are there clear guidelines covering payment frequency and the basis upon which you pay suppliers? 

7  Are supplier payment terms regularly reviewed and appropriate changes made? 

8  Are customer and supplier terms appropriately balanced against each other and the market and 

accurately reflect what has been negotiated and agreed? 

9  Do inventory levels respond rapidly to changes in demand, while accommodating pressures to 

maintain service levels? 

10  Do you have detailed visibility of your inventory at all points of your supply chain including inventory 

held by key customers and suppliers? 
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Why focus on cash and working capital?

Ernst & Young has a track record of sustainable benefits and speed of delivery

How Ernst & Young can help

The Ernst & Young annual working capital 
management survey reveals that the top 
1,000 companies by sales in both the US 
and Europe had higher levels of cash tied up 
in working capital in 2008 than in 2007.   
We believe that this is a global issue.

The global economy has faced slower 
economic growth (especially in developing 
countries), worsening credit conditions, 
increasing commodity prices and currency 
fluctuations. 2009 looks even tougher. 

Therefore, it is even more important for 
companies of all sizes to focus on identifying 
and releasing cash through improved 
working capital performance. 

World class companies understand 
the importance of working capital and 
promote a “cash culture” at all levels of 
their business. They see working capital 
reduction as a strategic objective – as it is 
the cheapest source of liquidity.

We believe that this will be one of the most 
prevalent corporate initiative in 2009.

Key requirements
High level sponsorship and acknowledged ownership►►
Multi-dimensional approach incorporating compliance testing, terms appraisal, benchmarking ►►
and process effectiveness

Cross-functional teams with common goals and an engaged workforce►►
Detailed analysis and assessment of key end-to-end working capital processes►►

Ernst & Young has a dedicated Working 
Capital Advisory group which works with 
both large and small companies to identify 
issues and unleash opportunities in their 
management of working capital.  

We have over ►► 100 dedicated 
professionals and teams in Europe, the 
Americas and Asia Pacific

We have conducted programs in over  ►►
60 countries

We have delivered more than ►► US$17b of 
benefits to our clients

We consistently identify and deliver ►►
increased cash flow of between 5% to 
10% of annual sales

Our programs are designed to deliver ►►
sustainable improvements, and typically 
50% of the improvement is delivered in 
year one

Our clients include ►► multinationals, their 
subsidiaries and PE investors

Fast and sustainable – a step change in working capital performance

Benefits
Sustainable reduction in net working capital►►
Interest cost savings from reductions in net debt►►
Enhanced free cash flow►►
Improved predictability, visibility and control of cash flows►►
Enhanced customer and supplier relationships►►

Industry Sales USA Europe
South 

America Asia Inventory
Accounts 
payable

Accounts 
receivable

Shared 
services Added value

Oil and gas US$284b         US$2.4b improvement identified in upstream division; US$800m delivered in first three months

Consumer  
products

US$60b          Process and culture change for working capital and pricing management – 20 reviews globally

Industrial 
engineering group

US$15b          Additional US$750m cash flow generated from eight work-streams in six weeks followed by a two year, 
400 site change program to drive sustainability

Global telco US$38b           US$2b improvement program over two years covering purchase to pay, billings and collections

Food and  
beverage services

US$7b           Three phase review covering 13 business units globally and identifying US$660m over six months; 
US$108m identified on phase two sites for “quick” delivery

Automotive US$6b            US$800m opportunities agreed from six site visits across accounts receivable, accounts payable and 
inventory; implementation support provided

Business services US$600m               Short term receivables management focus on reducing US$15m overdues

Packaging US$2.2b            Short term, US$40m cash generation over six week in 60 entities worldwide to prevent covenant breach

Cash culture
Maintaining a focus on cash

Program oversight and reporting►►
Cash performance metrics, targets and  ►►
end-to-end process reporting

Cash flow forecasting►►
Individual cash incentivization►►
Staff skills training►►
Standard policies and processes►►
Support tools including treasury-based ►►
strategies

Best practice knowledge sharing and ►►
adoption

Cash synergies from acquisitions►►

Inventory management
Minimizing inventory held

Improving inventory holding, warehousing ►►
and logistics
Accuracy of demand forecasting►►
Stock coverage assumption testing►►
Root cause review of raw material, finished ►►
goods and packaging levels
Slow moving and obsolete procedures►►
Reduced SKU complexity►►
Re-ordering assumptions – frequency,  ►►
lead times, batch sizes
Flexible vendor managed supply schedule.►►
Seasonal inventory requirements and ►►
procedures
Analysis of delays in production and  ►►
logistic processes

Accounts receivable
Rapidly turning sales into cash

Contractual terms and early payment ►►
discounts
Credit risk appraisal and credit limits►►
Accuracy and speed of order processing►►
Invoice processing frequency, timeliness  ►►
and quality
Unbilled revenue►►
Collections strategies and overdue ►►
debtor management
Dispute resolution management and credit ►►
notes
Management of supplier rebates►►
Pricing and promotions management►►
Direct debit and electronic receipts►►
Prepayments policies►►

Accounts payable
Optimizing the supplier credit cycle

Procurement strategies for cost and cash►►
Supplier categorization, consolidation and ►►
negotiation

Alignment of supplier terms and early ►►
payment discounts

Goods receipt and invoice timing►►
Invoice key dates►►
Payment run frequency►►
Early system payments and part payments►►
Rebate management►►
Leasing and financing terms►►
Resourcing strategies including use of ►►
centralized processes and outsourcing


