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Operating cycle

The operating cycle is the time period from inventory purchase until the receipt of cash.
(The operating cycle may not include the time from placement of the order until arrival
of the stock.) The cash cycle is the time period from when cash is paid out to when
cash is received.

Operating Cycle (Days) = DIO - DSO - DP O

DIO = Days Inventory Outstanding
DSO = Days Sales Outstanding
DPO = Days Payable Outstanding
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