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[bookmark: _Toc224177196]EXECUTIVE SUMMARY
This report introduces a detailed financial report on Silver Stitch Ltd, a high-quality casual retailer of clothing with twelve outlets, concentrating on the budgeting principles and strategies over the six months to 31st December 2025. The task in this analysis involves the requirement of the bank to clear a £30,000 overdraft by the end of the year.
The financial estimates demonstrate impressive performance that is above the mark. The business can clear up the overdraft by the end of June, six months before the December deadline, and the business records a positive cash position of £128,430. The cash balance is £241,570 by December, showing good operational cash generation. The stock budget demonstrates that the cost of goods sold is well controlled (60% of sales at 40% gross profit margin), but closing stock is accumulating to the point of £388,000 in December, which shows a high working capital utilisation. The Profit and Loss Account of the six-month period that has been budgeted gives a total profit of £365,140, which proves that there is good profitability in the operations.
Among the major conclusions made are that although Silver Stitch Ltd is an excellent generator of cash and profitable business operations, the company has been experiencing issues with strategic working capital management. The stock amount grows from the initial amount of £100,000 to the final amount of £388,000 during the period, which equals a capital stock of £288,000. The total credit card processing charges amount to £12,860 in the period, which is damaging margins. The management needs to concentrate on maximising the inventory purchase to match the sales velocity, negotiating better rates of payment processing, and the strategic utilisation of the large sum of cash to increase shareholders' returns or to hasten the debt payment.
The report discusses organisational requirements of effective budgetary control systems, such as a well-defined system of responsibility, extensive information systems, involvement of participation in planning, and commitment of management. There are four essential behavioural factors that are examined: motivation and goal congruence, effects of participative ownership, performance evaluation strategies and gaming behaviour avoidance.
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[bookmark: _Toc224177197]INTRODUCTION
Budgeting and financial planning are fundamental components that aid organisations to distribute resources efficiently, track financial performance and aid sound managerial decision making. Budgeting systems are particularly significant in the competitive retail industry because the business has to adjust to the fluctuating demand of the customers, control the costs and most importantly maintain financial stability. This report examines the financial status and budgetary operations of Silver Stitch Ltd, which is a high-quality casual retailer of clothing running twelve stores. The company is currently under a financial obligation to offset a £30, 000 overdraft by December 2025, requiring prudent financial planning. This report reviews the short-term financial position of the company by preparing the stock, cash, and profit budgets for the 6 months ending on 31 December 2025. It then determines important monetary challenges emerging from the budgets and suggests management measures. Lastly, the report talks about the organisational needs of successful budgeting control and critically evaluates both the old methods and the new methods of budgeting.








[bookmark: _Toc224177198]MAIN FINDINGS
[bookmark: _Toc224177199]Requirement (a): Budget Preparation
The following six-month budgets have been drawn up relating to Silver Stitch Ltd between July and December 2025, with June added to indicate the starting point and the removal of the overdraft.
[bookmark: _Toc224177200]1. Stock Budget for Six Months to 31 December
The inventory budget shows the movement of inventory during the planning period. Opening stock on 1st July was £100,000. The cost of goods sold is determined to be 60% of the sales revenue, which is the 40% gross profit margin. During the period, the business has maintained a stock level of at least £50,000. One-month credit terms are offered by stock suppliers.
	Month
	July
	Aug
	Sept
	Oct
	Nov
	Dec

	
	£000
	£000
	£000
	£000
	£000
	£000

	Opening balance
	100
	154
	186
	230
	296
	336

	Stock purchased
	180
	170
	200
	210
	190
	220

	Available stock
	280
	324
	386
	440
	486
	556

	Cost of sales (60%)
	(126)
	(138)
	(156)
	(144)
	(150)
	(168)

	Closing stock
	154
	186
	230
	296
	336
	388



Calculations: Cost of sales represents 60% of monthly sales revenue. July: £210k × 60% = £126k; August: £230k × 60% = £138k; September: £260k × 60% = £156k; October: £240k × 60% = £144k; November: £250k × 60% = £150k; December: £280k × 60% = £168k. Total stock purchased over six months: £1,170k. Total cost of sales: £882k. Net stock increase: £288k.
Key Observation: The level of stocks grows considerably between the levels of £100,000 and £388,000 within the period, which reflects the level of increase in £288,000 of working capital utilisation. This buildup is due to purchases (£1,170k total) that surpass the cost of goods sold (£882k total), implying that there are potential areas that can be exploited in the optimisation of inventory.
[bookmark: _Toc224177201]2. Cash Budget for Six Months to 31 December
The cash budget estimates cash flows that will be received and spent within a month, and all the transactions that involve cash are included. Key assumptions and treatments:
· Sales receipts: Receipts for all sales received during the month of sale. Cash sales (65%) received in full. The credit card sales (35%) are credited with 97.5% without deductions of 2.5% credit card processing fee by the card provider. Net cash received = Sales × 99.125%
· Stock purchases: One-month credit from suppliers. July pays for June purchases (£150k), August pays for July (£180k), etc.
· Loan repayments: £5,000 monthly instalments comprising £4,000 principal reduction plus £1,000 interest (20% of the instalment)
· Administration: Paid when incurred, excluding £7,000 monthly depreciation (non-cash expense)
· Selling expenses: Paid following month (July pays June's £5k, August pays July's £6k, etc.)
	
	June
	July
	Aug
	Sept
	Oct
	Nov
	Dec

	
	£000
	£000
	£000
	£000
	£000
	£000
	£000

	CASH RECEIPTS
	
	
	
	
	
	
	

	Sales (net of CC charges)
	178.43
	208.16
	227.99
	257.73
	237.90
	247.81
	277.55

	CASH PAYMENTS
	
	
	
	
	
	
	

	Administration expenses
	(15.00)
	(17.00)
	(18.00)
	(19.00)
	(20.00)
	(21.00)
	(22.00)

	Stock purchases
	-
	(150.00)
	(180.00)
	(170.00)
	(200.00)
	(210.00)
	(190.00)

	Loan principal repayment
	(4.00)
	(4.00)
	(4.00)
	(4.00)
	(4.00)
	(4.00)
	(4.00)

	Selling expenses
	-
	(5.00)
	(6.00)
	(7.00)
	(8.00)
	(9.00)
	(7.00)

	Taxation paid
	-
	-
	-
	(18.00)
	-
	-
	-

	Interest on loan
	(1.00)
	(1.00)
	(1.00)
	(1.00)
	(1.00)
	(1.00)
	(1.00)

	Store refurbishment
	-
	(15.00)
	(12.00)
	(10.00)
	-
	-
	-

	NET CASH FLOW
	158.43
	16.16
	6.99
	28.73
	4.90
	2.81
	53.55

	Opening cash balance
	(30.00)
	128.43
	144.59
	151.58
	180.31
	185.21
	188.02

	CLOSING CASH BALANCE
	128.43
	144.59
	151.58
	180.31
	185.21
	188.02
	241.57



Sales Receipt Calculation: June sales £180k × 99.125% = £178.43k; July £210k × 99.125% = £208.16k; August £230k × 99.125% = £227.99k; September £260k × 99.125% = £257.73k; October £240k × 99.125% = £237.90k; November £250k × 99.125% = £247.81k; December £280k × 99.125% = £277.55k.
Critical Finding: By June, the overdraft of £30,000 is cleared, and a positive cash position of £ 128,430 is obtained, 6 months earlier than the December deadline. Cash balances are reported to be positive during the period of July- December and increase to £241,570 at the end of the year despite £37,000 capital investment towards store renovation. This shows a good operational flow of cash, which surpasses the initial fears.
[bookmark: _Toc224177202]3. Budgeted Profit & Loss Account (Six Months to 31 December)
Profit and Loss Account based on accruals represents the economic performance over six months, the revenues are recognised when earned and the expenses recorded when incurred, even before the cash is received (Uyar and Bilgin, 2011).
	Item
	£000
	Calculation/Notes

	Sales revenue
	1,470.00
	Sum: £210+£230+£260+£240+£250+£280

	Cost of goods sold
	(882.00)
	60% of sales (£1,470 × 0.60)

	GROSS PROFIT
	588.00
	40% margin

	
	
	

	Operating expenses:
	
	

	Selling expenses
	(45.00)
	Sum: £6+£7+£8+£9+£7+£8 (July-Dec)

	Administration expenses
	(159.00)
	Sum: £24+£25+£26+£27+£28+£29 (incl. depreciation)

	Credit card processing charges
	(12.86)
	£1,470 × 35% × 2.5% = £12,862.50

	
	
	

	OPERATING PROFIT
	371.14
	Gross profit less operating expenses

	
	
	

	Finance costs:
	
	

	Interest on loan
	(6.00)
	£1,000 per month × 6 months

	
	
	

	PROFIT FOR THE PERIOD
	365.14
	Operating profit less interest



Important Notes:
(1) Administration expenses (£159k) include £42k depreciation (6 months × £7k). Cash paid is £117k (£159k - £42k).
(2) Credit card charges of £12,862.50 represent fees on 35% of sales processed through credit cards at 2.5% merchant fee.
(3) The £18k taxation payment in September represents the settlement of prior period liability and does not affect the current period profit.
(4) Loan principal repayments (£24k total = 6 × £4k) are balance sheet transactions reducing liabilities, not P&L expenses.
(5) Store refurbishment expenditure (£37k) is a capital investment appearing on the balance sheet, not expensed through P&L.


[bookmark: _Toc224177203]Requirement (b): Problems and Management Actions
The financial budget analysis shows that there are major successes as well as strategic issues that the management should focus on. The calculations reveal good operational performance and areas of optimisation.
[bookmark: _Toc224177204]Identified Problems and Challenges
1. Excessive Working Capital Tied in Stock Accumulation
The greatest threat to Silver Stitch Ltd is poor inventory control, which led to an inventory of between £100,000 and £388,000 in six months- an increase of £288,000, which equals 188% (Atrill, 2019). The reason for this is that the monthly purchases of stock (between £170,000 and £220,000) are far in excess of the cost of goods sold (between £126,000 and £168,000 monthly), such that there is a progressive build-up in inventory (Nagirikandalage, Binsardi and Kooli, 2025).
Although the business has been right in terms of ensuring minimum stocks of £50,000 at any time during the period, the purchasing trend seems unrelated to sales velocity. As of December, there is a capital of over four months of cost of goods sold, and, as a result, capital is tied up in inventory, which is a substantial opportunity cost (Mikkola, 2025).
The purchase pattern (180k-220k per month) planned indicates little fluctuation, even though the sales vary between 210,000 and 280,000, thus indicating that the purchasing decisions are not responsive dynamically to demand patterns (Horngren et al., 2012).
2. Credit Card Processing Fee Erosion
Over six months, the business pays with credit card processing fees of £12,862.50 on 35% of sales processed by credit cards at 2.5% merchant fees, which is a direct erosion of margin (Garrison et al., 2024). Although credit card acceptance gives the customer convenience and may improve the sales conversion ratio, the prevailing processing rate is not competitive (Neely et al., 1996).
The industry rates on credit card transactions are usually 1.5%-2.0% on retail business, which implies that Silver Stitch Ltd might be paying high rates. The present processing fees would exceed twelve months and are estimated to be £25,725. By cutting down the rate to 2.0% instead of 2.5%, it would save the company £5,145 of profit each year that would go directly to the bottom line (Bandy, 2023).

3. Sub-Optimal Deployment of Cash Surplus
The cash balances of the business by December have increased to £241,570, which vastly exceeds the working capital requirements and is indicative of potential opportunity cost. Although having sufficient liquidity buffers is good financial management practice, high levels of cash result in low returns to business as long as the business is still providing debt services at higher rates than cash deposit interest rates (McLaney and Atrill, 2023).
The business is paying a monthly loan interest of £1,000 (12000 per year) and has non-earning cash of £241,570. By investing this surplus of £150,000 in debt reduction, annual savings on interest would be around £6,000-8,000 based on the loan structure, and this would directly improve profitability. The remaining 91,570 would be a sufficient operating buffer when there is a good monthly cash generation (Hansen and Mowen, 2015).
4. Capital Allocation and Strategic Investment Timing
During July-September, the business spent £37,000 on store refurbishment (£15k, £12k, and £10k respectively), at the same time, it was settling overdraft and meeting the working capital needs. Although the budget shows that the cash generated is enough to finance these investments without any liquidity pressure, the timing of such investments raises strategic questions on the priority of allocating capital (Jovanović et al., 2012).
The non-critical refurbishment spending could have been deferred, or the stock optimisation could have been brought to bear sooner, or the debt reduction could have been given priority, as the management could have realised better returns, as there was a stock tied of £388,000 in stock and a loan payable owed (Steele and Albright, 2004). The refurbishment investments are sunk costs, which cannot be re-evaluated by December, and hence future allocation of capital should include intense returns on investment analysis and opportunity cost analysis (Proctor, 2012).
[bookmark: _Toc224177205]Recommended Management Actions
1. Implement the Dynamic Inventory Management System
The management ought to redesign the purchasing procedures immediately because it should ensure that the procurement of the stocks is based on the real velocity of sales and not on the purchase budget as intended (Newman, 2025). Through the adoption of sales-based purchasing objectives using higher stock turns and keeping the minimum to make stock purchases of £50,000, the business has the potential of reducing the average stock holding by 30-40%, which would free up £100,000-£120,000 worth of working capital (Mikkola, 2025).
The specific actions are: (a) Issue monthly stock turn goals by category performance and seasonal trends; (b) Adopt automation of reorder point systems that only trigger purchases when inventory levels come close to minimum levels as well as lead time requirements; (c) Revise more flexible terms with suppliers that ensure smaller but more frequent orders with respect to demand (Bandy, 2023).
2. Negotiate Improved Payment Processing Terms
The management needs to go to payment processors and renegotiate merchant service contracts in order to get 2.0 or less on credit card transactions. The business is appealing to have six months' sales data showing that credit card volume was at £514,500 (35% of the total of £1,470,000) of sales; and profitable client earning the business about £12,860 in annual fees (Garrison et al., 2024).
The negotiation strategy must contain: (a) Obtaining competitive quotations with other processors to create market rates and the bargaining power of the negotiations; (b) indicates the volume of transactions, average ticket size, and reliability of payment as positive risk factors to justify lower rates; (c) suggests the level of price based on the volume to encourage the processor to support business development; (d) discusses integrated payment options with preferential rates in case of exclusive processing relationships (Newman, 2025).
3. Strategic Cash Deployment Through Accelerated Debt Reduction
Considering the large cash overhang of £241,570 and the good monthly cash flow, the management ought to come up with a strategic debt elimination schedule that enhances faster loan repayment through additional monthly payments of principal loans of more than the scheduled £4,000 per month. One such strategy would be to issue a loan equivalent of £150,000 to the loan but keep and maintain the remaining amount of £91,570 of their operations buffer that would go around to about two months of average expenditures (McLaney and Atrill, 2023).
This scheme has several advantages: (a) Commensurate reduction in interest expenses directly proportional to reduced principle increases profitability by approximately £6,000-8,000 per year in accordance with the interest rates of banks; (b) Financial risk decrease due to decrease in the leverage; (c) Better ratios in a balance sheet that would improve the banking relationships and could lead to more desirable terms in future financing requirements (Hansen and Mowen, 2015).

[bookmark: _Toc224177206]Requirement (c): Conditions for Budgetary Control Success
Budgetary control systems need proper organisational frameworks as well as the knowledge of organisational behavioural dynamics. In the case of a multi-store retailer like Silver Stitch Ltd with twelve stores and large budgets in terms of inventory and operations, it is a matter of managerial coordination and participation that is as critical to the ultimate success of budgeting, notwithstanding the technical budget preparation (Drury, 2013).
[bookmark: _Toc224177207]Organisational Conditions for Successful Budgetary Control
Clear Organisational Structure with Defined Responsibility Accounting
An effective budgeting system must have a clear organisational structure of which managers are accountable for certain financial performance (Horngren et al., 2012). Responsibility accounting enables organisations to assess their performance by comparing actual performance against budgets as well as hold managers responsible to manageable costs (Mikkola, 2025).
In the case of Silver Stitch Ltd, all retail outlets may be considered as profit centres; these store managers are expected to be in charge of sales revenue, local operating costs, and contribution margin. This structure enables the management to not only assess the performance on a store level but also to make sure that the controlable cost, like the staffing cost, utilities and local promotions, are within control (Oyewo, Hussain and Simbi, 2022).
The senior management should retain centralised costs like head office administration, loan servicing and strategic investments. This makes performance evaluation fair since managers will not be charged with expenses that are beyond their control (Hansen and Mowen, 2015). It is also a structure that enhances efficiency in operations and boosts financial accountability throughout the organisation (Jovanović et al., 2012).
2. Comprehensive Management Information Systems
To have effective budgetary control, the budgetary control must have access to reliable and timely information systems that can furnish correct financial and operational data (Mikkola, 2025). The management accounting systems must generate periodic reports comparing actual performance against budgeted performance and variances that need corrective measures (Uyar and Bilgin, 2011).
In the case of Silver Stitch Ltd, the management can use integrated systems between sales information, stock information and financial reporting to monitor the key indicators like sales performance, stock levels and cash flows in all twelve stores. Such systems are especially valuable considering that the stock budget has grown in terms of inventory in large proportions (Newman, 2025).
As an illustration, the analysis of the budget indicates that the increase in inventory is between 100,000 and 388,000 in the six months. Real-time data would enable the managers to keep track of the stock and make better decisions regarding purchasing. Better working capital management and less risk of excessive stock means that improved information systems do aid in this (Garrison et al., 2024).
3. Participative Budget Development Processes
The modern budgeting theory focuses on participative budgeting, in which managers at various levels are involved to prepare budgets (Bandy, 2023). This increases precision in the budget since the operational managers are more informed on the market situation, customer behaviour and operational issues.
In the case of Silver Stitch Ltd, the store managers should be incorporated into the budgeting process to enhance the sales forecasting and inventory planning. Store managers are also sometimes fully informed about the local customer demand and the seasonal sales trends, and hence, more realistic budget targets can be prepared (Van der Stede, 2000).
The level of participation also enhances the commitment of the managerial area since individuals have developed a sense of ownership of the budgets they assist in developing (Jovanović et al., 2012). Nevertheless, participative budgeting must be conducted within strategic parameters that have been set by the senior leadership so that it fits in the organisational objectives, like profitability and financial stability (Horngren et al., 2012).
[bookmark: _Toc224177208]Four Critical Behavioural Considerations
1. Motivation and Goal Congruence
Budgeting systems are meant to adjust the behaviour of individual managers with the objectives of the organisation, and this is referred to as goal congruence (Bandy, 2023). Managers feel inspired when they think that their efforts would make a difference and that reaching the targets would be followed by significant rewards (Zamiri and Esmaeili, 2024).
In the case of Silver Stitch Ltd, the store managers must have a good idea of how their efforts, in terms of better sales performance, cost management and inventory management, would lead to the total profitability. Performance-based incentive systems, e.g., bonuses based on meeting sales or cost goals, can reinforce performance and enhance organisational performance (Mikkola, 2025).
2. Participative Budgeting and Psychological Ownership
Participative budgeting also gives psychological ownership of corporate goals. Involving managers in the budgeting process makes them more responsible for meeting the targets and it makes them more devoted to organisational goals (Drury, 2013).
To illustrate this, when Silver Stitch store managers are involved in sales forecasts and stock planning, chances are high that they will keep a check on the performance and take corrective measures when there is a variance. Nevertheless, the engagement should be authentic; if the management does not pay attention to the employee's input, it can demotivate and generate a lack of satisfaction (Horngren et al., 2012).
3. Performance Evaluation Approaches and Attribution Dynamics
Managerial behaviour is highly affected by the way the budget performance is appraised. When the main purpose of the variance analysis is to blame negative results, managers can also have a defensive attitude, e.g., manipulation of forecasts or avoiding risk-taking (Mikkola, 2025).
In the case of Silver Stitch Ltd, the learning tool to be applied to decisions should be variance analysis, but not a punishment tool. Management must learn to differentiate the factors that can be controlled, like the operational efficiency and those that cannot be controlled, like the change in the market demand (Garrison et al., 2024). This will help in motivating the managers to concentrate on long term performance increase as opposed to short term target accomplishment.
4. Communication and Feedback Mechanisms
Budgetary control requires proper communication and frequent feedback. Managers require information regarding performance in good time in relation to budget targets to take corrective measures. Colin Drury (2013) notes that continuous feedback will make managers understand the performance expectations and make better decisions. In the case of Silver Stitch Ltd, the budget review meetings between top management and store managers would enhance transparency and coordination in the twelve stores. Easy communication of budget goals, variances and operational issues would also bring down the miscommunication and help in better financial control and organisational performance (Zamiri and Esmaeili, 2024).

[bookmark: _Toc224177209]Requirement (d): Critical Evaluation of Traditional Budgeting
The conventional budgeting processes are usually characterised by year-long planning periods, hard financial goals and line-by-line expenditure plans. Even though the systems have traditionally been the core of organisational planning and control, they have been found to lack effectiveness in fast-changing business environments (Hope and Fraser, 2003).
The inflexible nature of budget systems used in industries such as fashion retail, where customer tastes and demand trends evolve fast, can lead to less flexibility and responsiveness in organisations (Libby and Lindsay, 2010).
[bookmark: _Toc224177210]Inherent Flaws of Traditional Budgeting
1. Temporal Inflexibility and Environmental Misalignment
Conventional budgets are usually made once every year and assume the business environment will be relatively stable throughout the budget period (Bandy, 2023). Nevertheless, the current-day retail markets are very dynamic, and consumer demand and competitive conditions are subject to regular changes.
To a retailer like Silver Stitch Ltd, seasonal variations may impact the performance of sales either negatively or positively, depending on the marketing or change of behaviour of the customers. Consequently, the rigid yearly budget can easily be obsolete and restrict the management in adapting to the changing situations (Horngren et al., 2012).
2. Incremental Budgeting and Historical Resource Allocation Perpetuation
Conventional budgeting usually uses incremental budgeting, where the current budgets are pegged on past levels of spending with slight modifications (Drury, 2013). Although this practise will make the budgeting process easier, it can promote inefficient allocation of resources (Ekholm and Wallin, 2011).
The departments might still be funded to do things that do not bring value anymore. In Silver Stitch Ltd, this strategy may result in further high inventory buying despite low sales demand at high levels, which forms the high stock level found in the stock budget (Atrill, 2019; Garrison et al., 2024).
3. Dysfunctional Behavioural Consequences and Gaming Incentives
Managerial performance can be assessed by the use of budget targets. Although this can be a motivating factor to encourage employees, it could also result in incentives for dysfunctional behaviour (Mikkola, 2025).
The managers can also underestimate revenues or overestimate costs in order to facilitate easy attainment of targets, a concept referred to as budgetary slack (Joshi and Ismail, 2022). This conduct decreases the accuracy of budgets as planning instruments and could misrepresent financial decision-making (Zamiri and Esmaeili, 2024).
4. Hierarchical Rigidity and Responsiveness Limitations
Conventional budgetary models usually entail a centralised process where the top management establishes comprehensive objectives of individual departments (Jovanović et al., 2012). Nonetheless, frontline managers can be more aware of the local market environment and operational issues.
Store managers in the retail industry often have first-hand experience with the demand and the sales trends of customers. Unrealistic or ineffective targets can be set in case of imposing budgets without this information (Oyewo et al., 2022). Moreover, the multifaceted approval procedures may slow down the decision-making and decrease the responsiveness of the organisations. 
[bookmark: _Toc224177211]Alternative Budgeting Approaches
1. Rolling Forecasts and Continuous Planning
Rolling forecasts are used to change the annual budgets with the help of constantly updated financial forecasts for 12-18 months (Hope and Fraser, 2003). Such predictions are frequently updated, according to the alterations in the market situation and organisational functioning (Kenno, Lau and Sainty, 2018).
In the case of Silver Stitch Ltd, rolling forecasts would enable the management to revise the sales forecast, purchase and expenditure plans based on the varying market conditions to enhance flexibility and planning of finances (Frow, Marginson and Ogden, 2010).
2. Activity-Based Budgeting
Activity-Based Budgeting also associates budgeting with operational activities as opposed to past spending trends (Jovanović et al., 2012). The allocation of resources is determined by the activities that are necessary in the attainment of organisational goals.
In the case of a retailer like Silver Stitch Ltd, this would assist in determining the cost drivers in relation to store operations, marketing and inventory management, which would help optimise costs and operational efficiency (Mikkola, 2025).
3. Beyond Budgeting Movement
The Beyond Budgeting approach encourages decentralisation in decision-making and contingent planning, and performance reviews on external criteria instead of set targets (Hope and Fraser, 2003).
The incorporation of the aspects of this strategy may enable Silver Stitch Ltd to be more responsive to the evolving market environment and enable the store managers to make operational decisions (Biadacz, 2022; Bandy, 2023).
4. Zero-Based Budgeting
Zero-Based Budgeting involves justification of all expenditures based on a zero base instead of depending on prior budgets (Nagirikandalage, Binsardi and Kooli, 2025).
In the case of Silver Stitch Ltd, this strategy can assist the company in the elimination of unnecessary expenses and the allocation of financial resources to the activities that contribute to such strategic goals as the efficiency of inventory and the increase of profitability (Sadikin et al., 2022).












[bookmark: _Toc224177212]CONCLUSION
This new analysis shows that Silver Stitch Ltd is far above the requirement of the bank, and the overdraft of £30,000 is cleared early by June, six months early, with the cash standing at £241,570 by December. The business achieves 40% margins with a profit of £365,140 in the first six months of operation, and this proves that there is good performance by the business.
Nonetheless, stock turnover between £100,000 and £388,000 (an increase of £288,000) is an inefficient utilisation of working capital that needs to be addressed at this point. Large cash surplus and credit card processing charges (£12,860) will allow optimisation through negotiation of rates and effective debt reduction.
The management is advised to use a dynamic inventory system, negotiate better payment terms, and use the methodology of rolling forecast to be more responsive. The secret of success is in the balance between technical competence in the budget and the flexibility of the infrastructure in the organisation, understanding of behaviour, and flexibility of strategy. The company shows financial stability and needs to sharpen its attention towards the efficiency of working capital and the optimisation of capital deployment to create sustainable value.
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