Cash Conversion Cycle Explanation
The Cash Conversion Cycle (CCC) measures the number of days required for a business to convert its investment in working capital into cash generated from operations. It is calculated using the formula:

CCC = Inventory Days + Receivable Days – Payable Days

A shorter or negative CCC generally indicates that a company collects cash from customers before it is required to settle payments with suppliers, improving liquidity and reducing the need for external financing.
Accor's CCC Analysis 2021–2025
The calculations show that Accor recorded a negative Cash Conversion Cycle throughout the five-year period. This result is primarily driven by exceptionally high payable days relative to inventory and receivable days. Using the prescribed formula taught in the module, payable days are calculated using Cost of Goods Sold (COGS) as the denominator. Because Accor operates an asset-light hospitality business model, its reported COGS is relatively small compared with trade payables, resulting in very high payable-day values and, consequently, a negative CCC.
The negative CCC should not be interpreted as poor financial performance. Instead, it reflects Accor's operating model, where the company benefits from favourable supplier credit terms while maintaining relatively low inventory levels. The improvement in revenue between 2021 and 2025 also contributed to more efficient receivable management, although the overall CCC remained negative because trade payables continued to exceed the level implied by COGS.
Year-on-Year Interpretation
2021: The CCC was highly negative as the business recovered from the pandemic. Low COGS combined with supplier credit resulted in exceptionally high payable days.
2022: Revenue recovery improved receivable efficiency, although the CCC remained strongly negative.
2023: Higher revenue and COGS reduced the magnitude of the negative CCC, indicating gradual operational recovery.
2024: Inventory and receivables remained stable, but increased trade payables continued to produce a negative CCC.
2025: The CCC remained negative, reflecting Accor's asset-light operating model and efficient working capital management rather than financial weakness.
Conclusion
The Cash Conversion Cycle demonstrates that Accor manages working capital efficiently by maintaining low inventory levels and benefiting from extended supplier payment periods. Although the calculated CCC is significantly negative, this outcome is consistent with the lecturer's required methodology and the characteristics of Accor's business model. The analysis suggests that the company generates cash efficiently and is not heavily constrained by short-term working capital requirements.

