VI. WORKING CAPITAL MANAGEMENT
VI. WORKING CAPITAL MANAGEMENT
HOMESTYLE RECIPES FOR FINANCIAL MANAGEMENT 


1.  The Binary Structure of Capital

For decades, the training of accountants has been based on the double entry principle which is similar to an equation.    Consequently, the balance sheet has taken the form of an equation in which assets are equal to the sum of liabilities plus capital.

This age-old way of doing things has systematically hindered the understanding of "non-initiates" of accounting, and has been decidedly negative for the comprehension of financial phenomena.

The joining of liabilities with capital into one block of information is the first sign of the confusion that is characteristic of balance sheets.

For this reason, for a long time we have been sponsoring and applying another formula which we have called  "the binary structure of capital”.

This new approach considers the fact that capital aims at the fulfillment of two clearly differentiated roles, depending on its liquidity.  From this point of view there is, on the one hand, the moving, working or current capital; i.e., that which is necessary “to do business.”  On the other hand, there is the structural "fixed capital;”  that which is necessary “to be in business.”




This simple separation quickly allows us to observe the principal structural vices in the allocation of resources to a company, as can be seen by analogy in table No. 14.

In order to facilitate comparative analysis, the structure of a traditional balance sheet according to the traditional formula is shown below in the left-hand column.  On the right-hand it is divided on the basis of the functions that capital performs, in other words, the binary structure.

Table No. 13

Two Different Ways of Organizing the Balance Sheet





Traditional  structure

Binary structure

















ASSETS

LIABILITIES

CURRENT ASSETS











Cash and bank
X
Accounts payable
X
Cash and bank
X


Receivables
X
Bank debts
X
Receivables
X


Inventories
X
Social debts
X
Inventories
X


(1)
X
Tax payable
X






(3)
X
CURRENT LIABILITIES



Fixed Assets 
X


Accounts payable
(X)


Acc. Depreciation
(X)
CAPITAL

Bank debts
(X)


(2)
X
Common stock
X
Social debts
(X)




Reserves
X
Tax payable
(X)
(X)



Retained earnings
X
WORKING CAPITAL 

(



(4)
X








Net fixed assets

X

(1 + 2) SUMS
X
EQUAL (3 + 4)
X
Financing

(X)



   

STRUCTURAL CAPITAL

(













  TOTAL CAPITAL  (+
( =
(





Made up of:







Common stock

X





Reserves

X





Net income

X







(

On several occasions this topic has been referred to as the "theory of the little puppet,” because its shape properly illustrates the binary structure of capital.  The circle of the body corresponds to the structural capital and the head, to working capital.  The following cases allow us to list various deformations that characterize typical situations of capital distributions to companies.

Table No. 14

Forms and Deformities of Capital Structure
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Diagram 1
Diagram 2
Diagram 3
Diagram 4

The first diagrams could be considered a balanced distribution in an industrial company.

The second one would be a typical case of structural                  over-investment, with an evident shortage of working capital.

The third one could be the case of a commercial organization that requires a small structure, or perhaps which it rents a good part of it.

And the fourth one is a case of negative working capital.

The different situations outlined here are not necessarily good or bad.  The type of business is what matters.


2.  Rules to Define Working Capital

Working capital is the difference between current assets and current liabilities.  The rules that define it merely fix the criteria for its contents.

RULE OF BUSINESS OBJECTS

The rule of business objects considers current assets all those that are for carrying out the business goals of the company, and are involved in the "cash cycle,” regardless of its duration. Current liabilities, are those whose function is to cancel obligations that originated in the acquisition of current assets, according to the concept previously expressed.

THE ONE YEAR RULE

The one-year rule considers current those assets that will be converted into money within one year. Current liabilities are those that will be canceled within an identical period of time.  Corporate Law and generalized practice adhere to this criterion.

MIXED RULE

The mixed rule considers that current assets are the resources needed by the company, whatever the duration of the cycle, as well as those which do not belong to the cycle yet will be converted into money within a year.  Current liabilities, on the other hand, originate as a consequence of the business process, as well as those that mature within a year, though their origin is other than the mercantile objective.


3.  Disaggregation of Total Capital: A New Proposal

The purpose of this new proposal, which enriches the binary structure shown in table No. 13, is to generate new informative products that provide Corporate Finance with a better analysis of financial phenomena.  It is presented below and is illustrated in table No. 15:

· one’s own capital temporarily invested in financial assets

· working assets

· working assets net of suppliers’ financing

· one’s own capital applied to working capital

· one’s own capital applied to the physical structure

To achieve such an objective, financial liabilities will be assigned depending on what they are financing: working capital or fixed assets.

Consequently, charts of accounts must necessarily be adjusted to his proposal for the preparation of financial statements in order to disaggregate liabilities according to:

· credit  facilities  that  are  normally  offered  by  the suppliers of   goods and services

· financing for empowering the volume of businesses, which is generally provided by short-term bank loans or by bonds issued in capital markets

· financing  to  enlarge  the  structure  of  property,  plant  and equipment, that is provided by long term credit lines.




Table No. 15

A New Proposal for Assets and Liabilities Statement









    TRANSIENT FINANCIAL CAPITAL

X




Temporary Investments in financial assets
X





Temporary Investments in capital markets
X



















    CAPITAL APPLIED TO WORKING CAPITAL

X











Cash and bank
X





Accounts receivable
X





Inventories
X












WORKING ASSETS

X





Commercial accounts payable
(X)





Tax and social security payable
(X)












NET WORKING ASSETS 
X












Bank financing
(X)





Bonds
(X)



















    CAPITAL APPLIED TO THE PHYSICAL STRUCTURE
  
X











Property, plant and equipment, net of depreciation
X





Long-term financing
(X)












 TOTAL CAPITAL 

X











          Legally composed of






Common stock
X





Retained earning
X





Net income
X
X

























4.  Calculation of the Working Capital:

The Money Cycle (*)
Organizations, whether for profit or non-profit, have to use money as the catalyst for their operations.   Consequently, their actions start with money and end with money after they use it for their objectives.  If the entity targets financial gain, it is organized as a company, and at the end of each cycle it should generate a surplus, called profit.

In the case of non-profit organizations, net surplus is not imperative. The fact that the movement of money has allowed them to achieve their purposes is sufficient.

In any case, the whole activity starts and ends with money; whatever the length of the cycle is.

SHORT CYCLE
MAXIMUM CYCLE




Money
Money

Cash purchases
Raw material bought on credit

Cash sales
Storage

Money
Manufacturing


Sale


Collection


Payment to suppliers


Money

To establish the amount of required working capital, the duration of the cycle is an essential factor, but not the only one.

Notice that we keep using the traditional term ”working capital” (WC), but we are certainly referring to the net working assets as presented in table No. 15.

Three variables define the amount of the working capital required in a directly proportional way.

· the cycle

- the volume

- the input prices of goods and services

The first of these–the cycle–is expressed in days, and is the sum of the subcycles of supply, manufacturing, selling, and financing.

Colloquially, it is often said that the total cycle is the sum of the necessary days to comfortably furnish raw materials to the industrial process, the necessary days to manufacture, the average period to sell, and the financing days granted to the clients.

The total cycle is adjusted by a negative subcycle or countercycle that originates in the financing granted by the suppliers of goods and services.  Consequently, it acts as a time saver when calculating the cycle.

Furthermore, in an industrial process, the fact that not all inputs have equal cycles must be taken into account.  Consequently, the required WC is just the sum of one or various partial working capitals which are calculated, in each case, on the basis of the cost and cycle of each one.

Note that industrial input often has subcycles with large variations.  If we look at wine, for example, we have grapes that stay in vats for a long time, while bottles and corks are added at the end of the manufacturing process.

We should also note that the internal services of a company have cycles of varying lengths, such as: air conditioning, electricity or commissions to sellers, which sometimes transcend integrated subcycles such as those of supplying, manufacturing or marketing.


 

By nature, the working capital required to attend to fixed expenses demands a portion of capital that does not depend on prodution.  Its calculation differs from the calculation of the working capital required by variable costs.

Consequently, the monthly expenses that must be paid during the start up period should be calculated, adding those that are incurred from that moment until the first collections.  After this, fixed expenses should be financed by the operations themselves, whose due dates usually have a grace period of five to ten days.  

5.  Calculation of the Cycle: Ex-Ante Methodology

The calculation of working capital is an unavoidable topic for the launching of a new economic venture, or planning its expansion.  The calculation of the cycle is one of the essential elements.  There are two possible methodologies: ex-ante and ex-post.  The former will be analyzed below, and the latter, in a later section.

In order to construct the cycle, we first need to define the time we must wait for raw materials in order to maintain a constant supply for the manufacturing process.  Then we have to quantify the manufacturing time, estimate an average selling time, and finally, determine the terms clients will be granted, as well as the terms expected from suppliers.

Table No. 16

Graph of the Total Cycle


Supply
Manufacturing
     Sales
   Collection















10 days
+
20 days.
+
20 days.
+
10 days
=
60
days








(
15 days

- Term  
)
Cycle =
(15)

45
days

days


offered by suppliers




 SEARCHING FOR A FORMULA

We will use inference based on common sense.  For example, observe what happens to a person who attempts to improve his income.  He plans to purchase a video cassette recorder for $200 in cash and to sell it within 30 days for cash.  In this case, the required capital is $200.

Because he suceeded, he plans to sell two units every 60 days. Notice that he can do it with the same capital.  In fact, thirty days after the first transaction, the capital is recovered and the second transaction can begin.

Enthusiastic with his small business, he observes that he can sell four in the next 60 days.  He also realizes that his capital must increase to $400, because two units per month have to be bought and sold.

Derivation of the formula:




Symbols



WC =
Working capital (in dollars)


[image: image15.bmp]

v =  

c = 

t = 

h =
  Budgeted sales volume (in units)

  Unit cost (in dollars) 

  Cycle (in days)

  Planning horizon (in days)






Using the proposed formula we arrive at the results inferred through common sense.

* First case
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* Second case
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* Third case
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Let us do it in the opposite way.  Let’s apply the formula first, and then try to make sense out of it.


* Fourth case:

What is the working capital needed to sell 12 video-cassette recorders in a planning horizon of a 360-day year?
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With  $200 in capital, one unit can be bought and sold every month.  Thus, a target of 12 units is achieved at the end of a year.

* Fifth case:

How much working capital is needed, if the cycle is 7 days, and we wish to sell 104 units in a 364-day year?
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Once again we have checked that the formula works, because with $400 in capital, two video-cassette recorders can be acquired at the same time, sold in a week–as anticipated–and the operation repeated for 52 weeks.  Therefore, the objective of selling 104 appliances in one year will be achieved.


 SIMPLIFIED MODEL  
With a budgeting horizon of 365 days, we wish to know what the required working capital is for an organization that manufactures only one product, using two raw materials, A and B.  The annual production is 250,000 units and the following information is supplied:

To finance the variable costs 


Raw material

"A"

Raw material

"B"

Cost (in $)
24


32


Cycles (in days)






   Supplying of raw materials         
20


20


   Suppliers’ credit
5


30


   Manufacturing time
4


4


   Average sales time
15


15


   Financing term
30


30









 To attend to monthly fixed expenses (with two days’ margin after the end of the month) 





   Salaries
250,000


   Rent
130,000


   Administrative expenses
  25,000



405,000


The fixed expenses are part of the marginal contribution. Consequently, daily operations allow the accumulation of cash for its payment at the end of each month–usually with a very short tolerance for payment.   However, some capital is required at the beginning of an activity until collections allow the necessary accumulation.

In our model, the first income flows begin on day number 64 (see next page) and the monthly expenses mature on day 62. Consequently a W.C. of  $810,000 ($405,000 x 2) is required to pay the fixed expenses during the startup period.

Worksheet to Determine the Working Capital.

A simple methodology makes it possible to determine the required working capital: $2,716,850.


Subcycles
Raw material "A"
Raw material  "B"
Monthly fixed expenses


































Purchases (gross)

20


 20


 20


Suppliers’ credit 

( 5)


 (30)
 

(  2 )













Purchases (net)

15


 (10)
 

 22


Manufacturing

  4


   4


   4


Sales

15


 15


 15


Collections

30


 30


 30













Complete cycle, in days

64


 39


 67













Cost, in ($)

 24


  32


405,000









Unit working capital 
24 x 64

365
32 x 39

365










Working capital required

for fixed expenses




  405,000 x 2










4,2082
 +    
3,4192

810,000










  250.000     
 x   7,6274
+
810,000









Volume





       1,906,850
+
810,000






Working capital
  2,716,850


6.  Calculation of the Cycle:  Ex-Post Methodology

The difference between the ex-ante and the ex-post methodologies is that the former estimates time, while the latter deduces it from financial statements.

FLOW AND STOCK VARIABLES

A flow variable is formed over time, such as, for example, annual sales revenues.  On the other hand, stock variables are observed on a specific date, like the total amount of the accounts receivable. The first emerges from the profit and loss statement, while the second comes from the balance sheet.

In order to calculate time, we must consider, on one hand, the period of a financial statement–usually 365 days–and, on the other, the turnover ratios that reflect the number of asset turnovers a year, and which are calculated by dividing a flow variable (FV) by its associated stock variable (SV) in each case. 



























The economic press uses a rough approximation to determine the cycle: they compare the cost of goods sold to all of the working assets.

However, as mentioned before, it is more accurate to calculate the complete cycle through the sum of the subcycles that compose it: supplying, producing, marketing, collection, and suppliers’ financing (the last one as a negative subcycle or countercycle).



A BASIC EXAMPLE

If we want to establish the average collection period for a given company, the credit sales during the year (which is the flow variable), should be associated with its stock variable, which is the asset that will finance clients, known in accounting as “Receivables.”

Thus, if the annual amount of credit sales of $2,400,000 is accomplished with average assets of $400,000 in accounts receivable, it would mean that its turnover ratio is six (2,400,000 ( 400,000), or in other words, that the credit portfolios turn over six times in one year.  Consequently, the average collection period of 61 days will emerge by dividing three hundred and sixty-five by six.

Thus, if this explanation is logical, the math for testing it is as follows.














365
=
average collection period



turnover
















In our example this subcycle emerges from the following calculation:
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The general formula that is inferred is the one shown below:
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Where:

SV = stock variable

FV = flow variable

The use of this formula is applicable to any subcycle.  Knowing the respective flow and stock variables will suffice.

In the following table, all of the subcycles with their respective flow (FV) and stock (SV) variables are presented.

Table No. 18

Formulas for the Calculation of Subcycles


Subcycles


FV
SV






I 
  Of supply
Raw material costs
Average of raw materials inventory



II
  Of manufacturing
Cost of manufacturing


Average work in process inventory



III


  Of sales
Cost of goods sold
Average finished goods inventory



IV
  Of collections
Sales on credit
Average accounts

Receivable



V 
  Of payment
Purchases on credit
Average commercial accounts payable



When "average inventory” is mentioned, it is because a stock variable should not take its value exclusively at the end or beginning of the year, but should, at least, take an average of both extremes. 

If we attempt to develop the formulas for every case, we should first define symbols, all of which is presented in table No. 19.

Table No. 19

Formulas for the Calculation of Subcycles


Symbols

BI
=
Beginning Inventory 
FG
=
Finished goods

EI
=
Ending Inventory 
AR
=
Accounts receivable

RM
=
Raw Materials
AP
=
Accounts payable

WIP
=
Work in process






=




Supply
365 x ½ (BIRM + EIRM)


365 x ½ (BIRM + EIRM)


cycle
inputs


BIRM + purchases - EIRM











 =




Manufacturing
365 x ½ (BIWIP + EIWIP)


365 x ½ (BIWIP + EIWIP)


cycle
Manufacturing costs


BIWIP+ input– EIWIP+manufacturing expense











=




Sales
365 x ½ (BIFG + EIFG)


365 x ½ (BIFG + EIFG)


cycle
Cost of goods sold


BIFG + production cost  - EIFG
















Collection



365 x ½ (BICC + EICC)


cycle



Credit  sales
















Payment



365 x ½ (BISF + EISF)


cycle



Credit  purchases














 In table No. 20, two successive balance sheets are shown in order to develop a model that is solved in table No. 21, establishing its cycle at 145 days. 

Table No. 20

Information for the Calculation of the Cycle Model


YEAR END AT

YEAR END AT


00
01

00
01

ASSETS



  LIABILITIES













Cash and bank
1,050

2,000
Accounts payable
1,070

1,500

Accounts receivable
6,400

7,500
Bank debt
1,200

1,900

Raw Materials
2,070

1,850
Tax debt
3,400

3,100

Work in progress
5,100

9,000
Capital
70,000

70,000

Finished goods
20,000

17,300
Retained earnings
3,950

10,650





  Profit
10,000

8,500

Fixed Assets
55,000

58,000















89,620

95,650

89,620

95,650

Sales



110,000









Raw materials: beginning balance 

2,070




Raw materials: ending balance
(
1,850
)



Raw materials: purchases

70,500











Inputs

70,720











Manufacturing expenses

10,500











Cost of manufacturing

81,220











Work in process: beginning balance

5,100




Work in process: ending balance 
(
9,000
)










Cost of  finished goods 

77,320











Finished goods: beginning balance

20,000




Finished goods: ending balance
(
17,300
)










Cost  of goods sold

80,020
(
80,020
))








Gross profits



29,980
)








Administrative expenses
 

(
16,680
))





13,300


Income tax


(
4,800
 )

Net profit 



8,500



 Table No. 21

Calculation of Model for Cycle. 

(on the basis of data in table No. 20)






Subcycles 

Days


l Purchasing
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70,720

715,400

1,850

70,500

2,070

1,850)

(2,070
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lI Payments
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70,500

469,025

70,500

1,500)

(1,070

 

½

 

 

365

x

=

=

+



)







Subcycle, net
      3.47


III Manufacturing
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IV Sales
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V Financing
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Total Cycle 

 144.88









Days








7.  Cash Flow 
The English term “cash flow” is used even by Spanish speakers.

The evolution of this concept and its complicated accompanying terminology has produced confusion over time which still exists today.  Here we will attempt to clarify things.

Originally, the expression "sources and uses of funds" referred exclusively to the presentation of the changes that happened to working capital over a given period of time, generally a year.

At that time the word “funds” was associated with working capital.   A change in terminology was needed, and the word “funds" became associated with money, or other highly liquid assets.

THE STATEMENT OF WORKING CAPITAL

Accounting techniques later used the expression "Statement of Changes in Working Capital.(1)”  Thus, a step forward was taken, with evident benefits for a clearer conceptual understanding.

Another unfortunate practice was to present conclusions in the form of equations, as we will demonstrate.




SOURCES OF FUNDS



USES OF FUNDS


Net profits
8,000
Cash dividends
650

Depreciation
1,600
Equipment acquisition
1,350

Capital increase
400
Working capital increase
11,000

Long-term loan 
3,000









13,000

13,000

This presentation appeared relatively intelligible when there was an increase in the working capital.  However, when the opposite happened, there were important conceptual problems.  As seen below, it was difficult to understand the fact that a reduction of working capital had to be understood as a source of funds. 

SOURCES



APPLICATIONS

Net profits
8,000
Cash dividends 
650

Depreciation 
1,600
Equipment


Capital increase
400
Acquisition
14,850

Long-term loan 
3,000



Reduction of current capital 





At the beginning
6,300





At the end
(3,800)
2,500













15,500

15,500

Because of this, it became convenient to break the equality and display the information with beginning and ending balances. 


 STATEMENT OF VARIATIONS IN WORKING CAPITAL 

BEGINNING CURRENT CAPITAL






  6,300 


SOURCES OF FUNDS







Net profits

8,000





Depreciation

1,600





Capital increase

400





Long-term loan 

3,000


13,000







19,300










USES OF FUNDS















Cash dividends
(
650
)




Equipment acquisition
(
14,850
)
(
15,500
)









ENDING CURRENT CAPITAL 




3,800


CASH FLOW

The expression “cash flow” in the first sense is currently used by investment project planners, and it has an ex-ante connotation as it deals with the organization of an investment project.  Cash outflow is generally related to an investment in fixed assets of large amounts.  The cash inflows, instead, are net amounts emerging from the differences between sales, on the one hand, less costs and expenses, on the other.

Nonetheless, the same expression has a second meaning widely used for an ex-post metholology.  It is organized on the basis of two successive financial statements.  Its objective is to explain the development of the cash account, starting from the opening balance, and ending with the closing balance.

This last perspective demands special techniques for the treatment of financial statements as it is necesary to clearly differentiate between inflows and outflows, grouping items systematicaly.


 Once again, the inconvienience of using a formula based on an equation can easily be understood.  Therefore, it is advisable to develop a presentation starting with a cash balance at the beginning and ending with the final cash balance.  A model is outlined below.

    BEGINNING CASH BALANCE 





4,100









SOURCES OF FUNDS













    Sales

40,000




    Capital increase

400




    Long-term loan

3,000

43,400













47,500









USES OF FUNDS













    Payment for finished goods
(
27,300
)



    Payment of expenses
(
2,400
)



    Cash dividends
(
650
)



    Equipment purchases
(
14,850
)  (
45,200
)








    ENDING CASH BALANCE 



2,300


Standard accounting procedures however, have recently required that the movement of money be segregated by broad areas, such as: operations, investment in long-term assets, capital movements, and long-term loans.

Therefore, the information in our model would have to be organized the following way:




Operations















    Collections

40,000





    Payment to suppliers
(
27,300
)




    Payment of expenses
(
2,400
)

10,300


















Capital and long-term loans















    Partner’s contribution

400





    Long-term financing

3,000





    Cash dividends
(
650
)

2,750


















Investments account













    Equipment purchases
(
14,850
)
(
14,850
)

















Overall deficit



(
1,800
)









Beginning cash balance 




4,100


Ending cash balance 




2,300


THE LATEST CONNOTATION OF CASH FLOW

A third meaning of  “cash flow” (1) refers to accounting profit plus depreciations and this concept is different from the two previous ones.  If we were forced to assign an equivalent name, we would suggest “Financial Profit” since it corrects profit by eliminating those expenses that, in fact, do not represent a cash outflow.



Consequently, there are meanings to remember:

I - Financial profit 

    (frequently used in the stock exchange area)

II – Changes in working capital 

     (useful for business management) 

III - Cash flow 

      (recommended for the preparation of financial statements)

WORKING PAPERS

Now we will develop a complete model of working papers.  Table  No. 22 shows a pair of successive and extremely simplified financial statements.

In table No. 23 and its continuation, a double-size schedule has been structured so that all the transformations that lead to the three previously mentioned meanings can be observed in a single chart.

The top parts of the columns in table No. 23 have been numbered, and where necessary, the formula is given.  The following explanations are given to make the table easier to interpret.




In columns 1 and 2, two successive assets and liabilities statements are shown following the binary structure mentioned in section 1 of this chapter.  In this way, the working capital is clearly segregated.

In column 3, non-cash charges are shown; in this case, the only one is depreciation.

In column 4, the balance sheet at the end is adjusted after eliminating depreciation.  At the bottom, the first product, “Financial Profit,” is seen.

In column 5, variations between the two balance sheets are calculated and the ending balance, before depreciation adjustment, appears.  The second product emerges from here: it is for the presentation of the changes in Working Capital.

In columns 6 and 7 two substitutions are made.  The first one gathers the items that explain the entire variation of working capital and in the second one, the net profit is substituted for the individual items shown on the profit and loss statement.

In column 8 we can see adjustments that make it possible to convert accrued concepts, such as sales and cost of goods sold into a cash basis, at the same time eliminating partial variations that are associated with related items in the working capital.

Finally, in column 9, everything is transformed into inflows and outflows on a cash basis, except for the difference in the cash account itself, whose breakdown makes it possible for the third meaning to emerge at the bottom; the “Cash Flow.”


 

Table No. 22

Cash Flow: Case Presentation


ASSETS AND

LIABILITIES STATEMENT
Fiscal year 01
Fiscal Year

02

Assets















Cash

4,000


1,800


Receivables

10,000


11,000


Inventories

3,400


5,000


Fixed assets       

1,150


16,000


Accumulated depreciation
(
115
)
(
1,715
 )



18,435


32,085










Liabilities and capital















Accounts payable

11,100


14,000


Long-term loans




3,000
     

Capital 

4,585


4,985


Retained earnings

2,750


2,100


Profits for the year (02)




8,000




18,435


32,085


PROFIT AND LOSS STATEMENT       











Sales


40,000


Cost of goods sold

(
28,000
)

    


12,000


Expenses

(
2,400
)




9,600


Depreciation

(
1,600
)




8,000



Capital Stock
 Retained Earnings
Profits for  the year

Opening balance (01)
4,585

2,750




Capital increases
400






Cash dividends 


(  650
)



Profits for the year





8,000

Closing balance (02)
4,985

2,100


8,000























































































































































(*)This topic is addressed in depth in “Los Requerimientos del Capital de Trabajo: Técnicas para su Determinación” (Requirements of Working Capital: Techniques for its Determination) published by the author in Administración de Empresas, No. 13, April ,1971, pag. 83-96.





(1) Translator’s note: When the statement to explain the changes in working capital was enforced, Spanish speakers adopted a new terminology: “current capital,” expression unknown in English.  In English,  we mantained the term working capital.


(1) Translator’s note: The English term “cash flow” is used by the Spanish lenguage financial press, only for the third meaning.





133

158
158

159

_952756458.unknown

_967359707

_967360067

_967360147

_967360180

_967360116

_967360034

_967358493.unknown

_967359674

_952759895

_950955963.unknown

_950956025.unknown

_950956320.unknown

_950955946.unknown

_940080890

