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COVID-19 Afterlllath: Moving
Beyond Quick Fixes to Sustainable
Value Creation
What else can companies do to help drive their businesses' short-term cash flows and
fund their long-term ambitions? By Greg W. Schooley

>>

Most companies have exhausted their first set of actions
in response to COVID-19 - "low-hanging fruit," so to
speak - to stabilize cash flows, increase liquidity, and
manage their business through the pandemic. The question
now is what else can companies do to help drive their
business's short-term cash flows and fund their long-term
ambitions?
At the onset of the COVID-19
crisis, many companies acted fast
to increase liquidity and protect
their businesses. However, those
actions are often only temporary
fixes. Companies now face the
task of balancing competing
goals: improving cash flow
and implementing sustainable
value creation strategies, while
simultaneously ramping up for
increased business activity.
CFO's can lead the focus on
several areas to achieve longer
term stability:
• Reducing indirect taxes,
which can represent up to
25% of total personnel costs
• Cutting third-party spend
by launching sourcing pro
grams
• Reviewing real estate
footprint, leases, and facil
ity management services
• Outsourcing back-office
ac tivities to reduce cost
and shift to variable cost
structures
• Optimizing working capi
tal to release cash in ac-

counts payable, accounts
receivable, inventory and
other areas
Cost of Goods Sold (COGS)

COGS typically represent
the largest portion of operating
expenses for most businesses,
and they are an important area
for reductions and optimizations.
Some of these costs, such as
manufacturing, can be complex
because they involve executing
Lean Six Sigma practices
across diverse manufacturing
sites. The biggest expense for
many companies is purchased
components and materials.
Companies can address it by
reducing purchasing costs through
sourcing programs that consolidate
spend with fewer, more aggressive
suppliers.
Indirect Taxes

Most executives are surprised
to learn that indirect taxes are a
major cost area, particularly in

the post-COVID-19 environment.
The total indirect tax burden of
most companies is roughly 25%
of their total personnel expenses.
Indirect tax costs reside in many
areas of an organization, including
procurement, research and
development, labor expenses,
and manufacturing. By taking a
holistic review and establishing a
program focused on indirect taxes,
companies can reduce these costs
by 10% to 20%. These savings
can be realized within three to
four months. Often these savings
also have "look-back" provisions,
meaning businesses can claim
savings on past tax payments as
well.
Real Estate

Real estate costs represent about
3% to 5% of a company's overall
revenue. The COVID-19 pandemic
has prompted many companies to

