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[bookmark: _Toc224278349]Executive Summary


Silver Stitch Ltd operates twelve stores specializing in premium casual clothing. At the start of the year, the company faced financial pressure, which led the directors to review operations and plans for the next months. Using SWOT analysis and the 5Y`s have helped identifying several challenges, including some stores underperforming, rising stock levels, and high operating costs, which together created risks for the business.
To address these issues, Silver Stitch Ltd is taking a multi-faceted approach. Selected stores are being renovated to improve layouts and enhance the shopping experience. Energy-efficient LED lighting is being installed across all shops to reduce costs and create a modern, welcoming environment for customers.
The company is also implementing a made-to-order model, producing clothing also when requested by customers. This reduces excess inventory, minimizes waste, and ensures resources are used efficiently. Silver Stitch Ltd is introducing in-store 3D printing, allowing customers to personalise garments and creating a unique and creative shopping experience.
To track performance and make informed decisions, the company is implementing Key Performance Indicators and collecting feedback through surveys. This data helps management understand customer preferences, sales patterns, and store performance, enabling better planning and faster responses to changing trends.
Together, these measures aim to improve efficiency, enhance customer satisfaction, and encourage creativity and innovation within the company. By addressing operational challenges and adopting forward-thinking solutions, Silver Stitch Ltd is positioning itself for sustainable growth, a stronger market presence, and a more flexible and resilient business for the future and represent a tangible step forward in CSR.




[bookmark: _Toc224278350]Introduction

Silver Stitch Ltd is a retail business operating a chain of twelve stores specialising in premium casual clothing. At the start of June, the company faced an overdraft of £30,000, which the bank required to be cleared by the end of December. This financial pressure prompted the directors to review and update their operational and financial plans for the following seven months. The company’s pre-existing plans included projected sales, stock purchases, administration and selling expenses, interest payments, and a schedule for stores refurbishment. These plans provide the foundation for preparing detailed budgets and assessing the company’s expected financial performance.
Effective budgeting and financial planning are essential for businesses like Silver Stitch Ltd to maintain liquidity, control costs, and meet financial obligations. Preparing a stock budget and cash budget for the six-month period to 31 December, including expected cash balances at the end of each month, alongside a budgeted profit and loss account, allows the company to anticipate cash flow pressures, manage stock levels efficiently, and evaluate overall profitability.
In addition to the numerical planning, it is important to consider potential operational challenges and the management actions needed to address them. Conditions such as clear communication, employee engagement, and alignment between financial targets and company objectives are vital for ensuring the budgets are effective. Attention must also be given to how employees respond to budgeting systems, as their behaviour can influence the success of financial planning.
Finally, understanding the limitations of traditional budgeting methods is essential in a fast-changing business environment. Flexibility, responsiveness, and the ability to adapt to emerging trends can determine whether budgeting tools effectively support decision-making and long-term growth for Silver Stitch Ltd.
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The stock budget for the six months to 31 December is: 
	 
	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 

	 
	280 
	324 
	386 
	440 
	486 
	556 

	Cost of Stock sold 
	 
	 
	 
	 
	 
	 

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

	Closing stock 
	154 
	186 
	230 
	296 
	336 
	388 


(Fig. 1 – Stock budget for the six-month table).

[bookmark: _Toc224278352]
The Cash budget for the six-month period to 31 December 
	 
	July 
	Aug 
	Sept 
	Oct 
	Nov 
	Dec 

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

	Cash receipts 
Sales net of 0.35 x 2.5%  
	208 
	228 
	258 
	238 
	248 
	278 

	Cash payments 
Administration 
	(17) 
	(18) 
	(19) 
	(20) 
	(21) 
	(22) 

	Stock purchased 
	(150) 
	(180) 
	(170) 
	(200) 
	(210) 
	(190) 

	Repayments of Loan 
	(5) 
	(5) 
	(5) 
	(5) 
	(5) 
	(5) 

	Selling expenses 
	(5) 
	(6) 
	(7) 
	(8) 
	(9) 
	(7) 

	Taxation paid
	- 
	- 
	(18) 
	- 
	- 
	- 

	Interest payments 
	(1) 
	(1) 
	(1) 
	(1) 
	(1) 
	(1) 

	Shop refurbishment 
	(15) 
	(12) 
	(10) 
	- 
	- 
	- 

	Cash surplus (deficit) 
	15 
	6 
	28 
	4 
	2 
	53 

	Opening balance 
	50 
(Min stock level 
	65 
	71 
	99 
	103 
	105 

	Closing balance 
	65 
	71 
	99 
	103 
	105 
	158 


(Figure 2 – Cash budget for the six-month period table).
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	£000 
	Calculation 

	Sales 
	1470 
	210+230+260+240+250+280 

	Cost of goods sold 
	882 
	1470 x 60% 

	Gross profit 
	588 
	1470 x 40% 

	Selling expenses 
	42 
	5+6+7+8+9+7 

	Admin expenses 
	159 
	24+25+26+27+28+29 

	Credit card charges 
	12.86 
	1470 x 35% x 2.5% 

	Operating profit 
	374.14 
	 

	Interest payable 
	6 
	6 x 5 x 20% 

	Profit for the period 
	368.14 
	 


(Figure 3 – Budgeted profit and loss for six-month table).
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With only about six months until the debt must be repaid, Silver Stitch Ltd has chosen two analysis tools to identify the main issues within the company. These tools are SWOT analysis and the 5 Whys. 
Using a single analysis tool, such as the 5 Whys, is generally insufficient on its own and it requires an outcome comparison (Peters, 2006).  Employing both the 5 Whys and SWOT analysis enables a more comprehensive identification of issues and allows for cross-verification of results (Cusi et al., 2023).
Although in some cases, such as healthcare, the solutions are not seen as reliable as the 5 Why`s method can make complex problems in healthcare seem too simple, often leading to weak solutions and not fully understanding the real causes of the issues, in the case of Silver Stitch Ltd, both methods produced consistent findings (Card, 2017).

SWOT analysis remains a commonly used method for strategic planning, despite some criticism that it is overly simple and lacks strong empirical support, and it is applied across business, healthcare, and education sectors (Helms and Nixon, 2010).
Silver Stitch Ltd.`s strengths are its established chain of stores, skilled staff, and creative product offerings. Weaknesses include high stock levels, limited cash flow, and lack of performance tracking. Opportunities lie in store renovations, 3D printing, and renting underused parking spaces, while threats come from market competition, changing fashion trends, and potential oversupply of stock. 
Silver Stitch Ltd faces challenges with low-performing stores, high energy costs, and unsold stock. To address these issues, the company plans to renovate its stores, improve layouts, and install LED sensor lighting to reduce costs on the long run and create a better shopping environment that attracts more customers contributing towards incorporating CSR (Corporate social responsibility) into Silver Stitch Ltd (Kati, 2024).





The global textile industry, worth over a trillion dollars annually, spans fabric production, garment manufacturing, and retail. Despite its size, overstocking is a major issue, driven by overproduction, seasonal trends, and demand mismatches, leading to financial losses, environmental harm, and damaged brand reputation. Around 92 million tons of textile waste are generated annually, much from unsold inventory (Dubey, 2025).

The business can also adopt a made-to-order model to reduce excess inventory and improve efficiency (Spahiu, Canaj, and Shehi, 2020).
Introducing 3D printing technology would allow customers to design personalised products in-store, helping the company stand out from competitors Cui, , Chattaraman, and Sun, (2021).

In addition, using Key Performance Indicators (KPIs) and customer feedback will help management analyse sales performance, understand customer preferences, and make better business decisions with improvements not only on sales but also on sustainability areas of the business (Contini and Peruzzini ,2022).
Silver Stitch Ltd is spending heavily on stock and other costs, including necessary store refurbishments. While these refurbishments are expected to improve store appearance and boost sales, the combination of high stock purchases and a large tax payment could create tight cash flow (Webber et al., 2018).

Additionally, the company currently has no management tools or KPIs in place, and no data is being collected to track performance. Key Performance Indicators (KPIs) are measures that focus on the most important parts of an organisation’s performance that affect its present and future success (Parmenter, 2015).






Implementing KPI tools will significantly enhance operational efficiency and help in monitoring sales, expenses, and inventory, allowing the company to identify and address issues more effectively in the future contributing to the company`s ability to outperform competitors (Rekunenko, Kobushko and Shubenko, 2024).
Managing cash flow is crucial for the survival and growth of any business, and tools like credit cards and business overdrafts help provide access to funds when needed (Arora and Gaur, 2025).
Overdraft means borrowing more money that exist in the business account (Santander, 2025). Overdrafts offer flexible access to money, allowing companies to cover short-term expenses, and interest is only charged on the amount actually used. They are quick to access compared to other forms of borrowing and can help smooth out timing differences between cash inflows and outflows (Harrison, 2025).

However, overdrafts also have drawbacks. Interest rates can fluctuate, making costs unpredictable, and the borrowing limit may not cover all unexpected expenses. Repayment is typically required within a short period, which can create pressure on the company’s cash flow (Maggio, Ma and Williams, 2025).

Silver Stitch Ltd.’s has human capital and current assets include stock, which offers the benefit of high liquidity and can help speed up operations if managed well. However, there are downsides, such as potential losses from inflation, depreciation of monetary assets, and extra costs associated with holding and maintaining excess stock (Golovko and Omelianenko, 2021).

Human capital refers to the skills, knowledge, experience, creativity, and other abilities of a company’s employees that help the business earn revenue, grow, and work more efficiently and this is an area for Silver Stitch Ltd to explore massively to further upskill the teams and create a culture of growth and progressing mindsets (Rodrigs and Kamil, 2020).


Although renting out some parking spaces may not be ideal due to the car park being shared with customers, it could still provide financial benefits for Silver Stitch Ltd.

Income from car parks depends on factors like location, demand, and pricing, with urban areas typically providing the highest returns.

Silver Stitch Ltd owns the land for 5 of its 12 shops, including the main car park at the front and a smaller 12 to 15 space lot at the back of each shop. By renting these spaces at around £4,000 per year per shop, the company could generate additional income stream for the business, approximately £20,000 per year across five shops creating an additional revenue stream (Britannia United Kingdom, 2025).

This would allow the company to make better use of underutilised assets and improve cash inflow. However, management would need to carefully consider the potential impact on customer convenience and ensure that parking availability for shoppers is not significantly affected.

Although this approach was seen in China due to lack of car parking facilities, in the UK there is an important demand for parking spaces especially inside cities, and market demand plays a key role in generating revenue (Hong et al., 2021).
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A budget is a management tool that plans and tracks objectives, revenues, and expenses, helping evaluate performance. It supports strategic planning, guides performance evaluation, motivates staff, and improves coordination and communication (Todea and Calin, 2010).

Budgeting involves setting goals and forecasting key factors like revenues, costs, production, and cash flow.

Traditional budgeting is a financial plan created by management for a specific period to guide actions and coordinate efforts. Its main goal is to help achieve objectives by planning, organizing, monitoring, and rewarding performance (Cardos, Pete and Cardos, (2014).

Silver Stitch Ltd appears to be operating under a traditional budgeting system, as reflected in the data from the table above. 

This highlights several issues within the current budget and the profit and loss performance, indicating that the existing budgeting approach may not be effectively supporting the company’s financial planning and control.

Traditional budgeting is often criticised for causing problems in organisations. It can encourage negative employee behaviour, take up a lot of management time, and make it harder for companies to adapt to changes (Sunaryo, D. et al.,2025).
Some also believe it uses too many resources and may be outdated in today’s business environment and that non-traditional budgeting systems can handle organisational conflicts effectively by separating traditional budgeting duties and revealing gaps in performance measurement (Berland, et al. 2018).



Traditional budgeting often fails to support strategy, focusing on cost-cutting rather than value creation, and can limit flexibility and innovation. They are time-consuming, updated infrequently, and rely on estimates, sometimes encouraging unhealthy behaviour (AYDIN, 2017). However, according to Asogwa, (2017) “traditional budgeting is still important for maintaining control, reaching organisational goals, and motivating employees, even though it seems outdated”.

In conclusion, traditional budgeting focuses on fixed yearly plans and cost-cutting, making it hard for businesses to adapt quickly. They rely on outdated assumptions, can encourage target manipulation, and create divisions between departments. While they give financial control, they often limit growth, flexibility, and innovation.
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A solution for Silver Stitch could be implementing “Zero-based budgeting” (ZBB) which requires organisations to justify all expenses each period, which improves accountability and better use of resources. 
Unlike traditional incremental budgeting, which can continue inefficient spending, ZBB helps companies like Silver Stitch Ltd improve cost control, flexibility, and alignment of financial resources with organisational goals (Allen and Clifton, 2023).

Despite gaining slight popularity and growth, zero-based budgeting has limitations in terms of its practical implications and effectiveness in some companies due to challenges such as organisational resistance and data management issues, which are evident at Silver Stitch Ltd (Sanatorry, 2025).

Zero-based budgeting has been successfully applied not just in small businesses across the world but also at federal, state, and local government levels in the United States of America, as well as in the private sector (Allen and Clifton, 2023).
This  type of budgeting requires involvement from all levels of management. Because it is detailed, the first year can be time-consuming, and some employees may resist the new system.
In the long term, ZBB is beneficial for Silver Stitch Ltd, but the first year is challenging due to its detailed review of all expenses, requiring full management involvement and potentially facing employee resistance (Ibrahim, 2019).

In conclusion, Zero-based budgeting can enhance Silver Stitch Ltd.’s financial control by requiring all expenditures to be justified, improving cost efficiency and resource allocation. Unlike traditional budgets, it promotes accountability and flexibility. 
Implementation challenges include staff resistance and increased data management demands. Effective adoption requires proper training, clear communication of objectives, reliable financial data systems, and a phased rollout to integrate ZBB without disrupting operations.
[bookmark: _Toc224278357]
Main Assets and Liabilities for Silver Stitch Ltd.

Assets are anything valuable that are owned by individuals or businesses which help earning money. Assets can be physical, like properties or intangible, like a brand or patent and they can business growth and financial growth (Cade et al. 2019). 

For Silver Stitch Ltd the main assets include cash and bank balances, inventory of merchandise, store fixtures and equipment, owned property such as buildings and parking spaces, and accounts receivable (The Finance Storyteller, 2019).
Liabilities are present obligations of a company, arising from past events, which are expected to be settled through the outflow of economic resources, such as cash, goods, or services, within a defined period (Kappel, 2017).
Silver Stitch Ltd liabilities consists of a £30,000 bank overdraft, accounts payable to suppliers, outstanding loans or financing obligations, and other current liabilities such as taxes payable and accrued expenses, representing the company’s short-term and long-term financial obligations.

Holding and ordering excess inventory, especially when combined with rapid changes in demand such as apparel industry, uncertainty in the market, increasing costs, and the potential for lost sales, creates a highly inefficient and risky situation for a business. This mix can tie up valuable resources, reduce profitability, and make it harder for the company to respond effectively to market shifts, ultimately impacting overall performance and growth (Donaldson,2019). 

From July to December, Silver Stich`s inventory has steadily increased, with closing stock rising from 154 units to 388 units. Purchases are consistently high, often outpacing sales. This trend suggests that while the company may be preparing for peak demand periods, there are risks of overstocking, cash flow pressure, and potential losses from unsold or outdated stock showing not focused on disciplined inventory management (Wilson, 2022).  This can be a sign of poor inventory management, planning decisions or simply lack of KPI measures by the management team (Zhou, Chen and Xu, 2021). 

Future approach for Silver Stitch Ltd:
Return on Investment (ROI) is a financial metric, typically expressed as a percentage, that measures the profitability of an investment by comparing the net return generated to the initial cost. A higher ROI indicates that the investment’s return is strong relative to its expenditure (Ash, 2022).
[bookmark: _Hlk224151001]
The purpose of the business plan is to monitor actual expenses, manage production, handle unexpected costs, and make accurate financial calculations (Altynbekov, Aitkhozhina and Mikhailina, 2025).

Managing cash flow is crucial for the survival and growth of any business, and tools like credit cards and business overdrafts help provide access to funds when needed. Overdraft means borrowing more money that exist in the business account (Santander, 2025). 
[bookmark: _Hlk224151007]Overdrafts offer flexible access to money, allowing companies to cover short-term expenses, and interest is only charged on the amount actually used. They are quick to access compared to other forms of borrowing and can help smooth out timing differences between cash inflows and outflows (Harrison, 2025).
However, overdrafts also have drawbacks. Interest rates can fluctuate, making costs unpredictable, and the borrowing limit may not cover all unexpected expenses. Repayment is typically required within a short period, which can create pressure on the company’s cash flow. 
[bookmark: _Hlk224150643]Silver Stitch Ltd has a £30,000 overdraft that must be repaid by the end of December, adding significant financial pressure. Over-reliance on overdrafts can also reduce the incentive to improve operational efficiency and sales performance (Richardson, 2025).




Silver Stitch Ltd can address this by implementing a made-to-order model, producing garments only after customer orders, and using KPIs and data-driven inventory management to improve efficiency and ensure repayment of its overdraft by December. Additionally, investing in 3D printing technology in stores, similar to Adidas and Nike, could allow customers to design and order high-quality products on-site. 
This innovation would differentiate Silver Stitch Ltd in the UK, reduce waste, and support future growth into apparel, jewelry, or other printed products. Unsold stock could be cleared through sales, funding the 3D printing trial in three refurbished shops, a sustainable, forward-looking solution for the business (NBC, 2024).

Silver Stitch Ltd plans to invest in three Massivit 10000G 3D printers, costing about £21,778.80 each for the three refurbished shops (Massivit, 2025). The investment will be funded by selling excess inventory through a large sale with discounts of 50% or more. From stock valued at £234,000, a minimum of 50% discount is expected to generate around £100,000 within three months, similar approach to Poundland which has just started this strategy of 90% items reduced to half price or more (Piercy, 2026).
Its technology, combined with Artificial Intelligence, is also an opportunity to explore for Silver Stitch Ltd which also allows products to be produced much faster than traditional methods, helping businesses lower costs and increase efficiency, creativity and innovation (Kimeditor, 2023) and (Alderton, 2024).

The combination of AI and 3D printing enable hyper-personalised fashion by allowing customers to design clothing that fits their style, size, and preferences whilst help fabrics perform better and make garment prototypes with less waste and lower energy use (Petrak et al., 2025). This creates unique garments that reflect personal stories, building a stronger emotional connection. As a result, people keep their clothes longer, reducing waste, while the customized experience attracts more customers and increases sales (Musto, 2025).



Silver Stitch Ltd is investing in store renovations to improve efficiency and enhance the shopping experience across its 12 shops. 
[bookmark: _Hlk224151138]The refurbishment will include design updates and, importantly, the installation of LED sensor lighting, which will reduce costs and improve energy efficiency. During July, August, and September, three of the lowest-performing shops will receive focused investment to benefit from design changes, while all 12 shops will gain from the new sensor lighting, helping to modernize the stores and create a more attractive environment for customers which will lead to more customers and sales (Smith, 2023).
Sales performance management helps businesses achieve their goals by planning, analysing and monitoring sales activities. 
Key Performance Indicators (KPI`s) are important measures used to track performance and understand business results. Silver Stitch Ltd will implement KPI`s such as Average Transaction Value (ATV), which shows the average amount a customer spends per purchase. It is calculated by dividing total revenue by the number of transactions in a given period (Lecic-Cvetkovic et al., 2024).

This will help each Silver Stitch Ltd store understand customer spending based on its location and demographics. For example, a shop near a school campus should focus on products suited to students rather than older generation customers. To ensure accurate KPI`s, Silver Stitch Ltd will collect data through surveys and customer feedback both in-store and online (Reimers et al., 2022).

Although survey response rates can sometimes be low and incomplete responses may affect data quality, Silver Stitch Ltd will start using surveys and questionnaires as part of data collection improvement and this is because online surveys are quick, cost-effective, allow feedback from customers in different locations, and automatically record responses without the need for manual data entry (Nayak and Narayan, 2019).

[bookmark: _Toc224278358]Silver Stitch Ltd. expectations by 31st of December:

By the end of the refurbishment in early October, Silver Stitch Ltd aims to clear the extra stock from the previous months by offering 50% or more sale within all shops. The company will also introduce new KPI management tools and innovative in-store 3D printing, which is expected to increase sales by approximately 35% starting from October, as soon as refurbishment of stores has been complete (Kramer, 2024). 
The Massivit 10000G 3D printing system can deliver strong return on investment (ROI) by reducing production costs and time. It can improve production time by up to 80% and reduce material costs by around 50%. Based on the proposed strategy, ROCE (Return on capital employed) will determine if the business is doing well and the company is generating positive returns (Maverick, 2022).

Silver Stitch Ltd would generate approximately £34,664 in net cash profit from the sale of excess inventory after funding the purchase of the three 3D printers. This figure only accounts for the 3D printing investment and does not include additional income from renting parking spaces or regular monthly sales. Assuming monthly sales income of £18,000 for June, £21,000, £26,000, £24,000, £25,000, and £28,000 from June to November, the total revenue from normal operations would be £142,000. Adding the £20,000 estimated income from parking rentals and the £34,664 from 3D printing inventory, the total cash inflow until December 31 would be approximately £196,664, allowing Silver Stitch Ltd to fully repay the £30,000 overdraft and leaving a remaining cash balance of around £166,664.

Silver Stitch Ltd aims to improve cash flow and efficiency by adopting a made-to-order model, using KPIs to track performance, and implementing customer surveys for better insights (Van Quaquebeke, et al., 2022).
Investments in 3D printing and store renovations will reduce waste, enhance personalised shopping experiences, modernize stores with energy-efficient lighting, increase sales, and help repay the overdraft while supporting long-term growth and innovation.

[bookmark: _Toc224278359]Conclusion:
Silver Stitch Ltd faces a critical juncture, with high stock levels, low-performing stores, and a looming £30,000 overdraft due in just six months. The combination of overstock, limited cash flow, and lack of performance monitoring created a precarious situation that threatened both operational efficiency and financial stability. 
To understand these challenges, management applied a dual approach using SWOT analysis and the 5 Why`s method. This allowed them to identify not only the symptoms, such as unsold inventory and high energy costs but also the root causes, including poor inventory management, absence of KPI`s, and limited cash flow planning. 
The analysis revealed that while the company possessed strong human capital, a creative product range, and valuable physical assets, inefficiencies in stock control and underutilised resources were holding back profitability.
To address these issues, Silver Stitch Ltd developed a multi-pronged strategy. Immediate actions included store refurbishments with improved layouts and energy-efficient LED sensor lighting and modernizing the locations to attract customers and reduce costs. 
Excess stock would be cleared through deep discounts, generating extra cash to fund investments in three Massivit 10000G 3D printers, enabling a made-to-order model and in-store personalised product creation. Management also implemented KPIs and customer feedback tools to track performance, understand preferences, and guide better decision-making. 
Additional revenue streams, such as renting underused parking spaces, were explored to improve cash inflow.
The combined use of strategic tools and targeted operational interventions is projected to restore financial stability, repay the overdraft, and enhance long-term growth. By December, Silver Stitch Ltd anticipates increased sales, improved efficiency, and the foundation for innovation, creating a leaner, customer-focused, and future-ready business.
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