MANAGING FINANCE – SETTING AND ACHIEVING BUDGETS
Section 3:  How do you develop an operating budget?
Activity 0303 – How do you develop a resources budget for a manufacturer? 
Suggested Timing: 10–20 minutes
Imagine you own a small furniture manufacturer making dining room suites and wall units, using a variety of wood working machinery and equipment and employing carpenters and joiners. The firm mainly produces only when they receive firm orders. The budgeted sales for the next period are:

Dining room suites
500 @
$400 
=
$200,000

Wall units
500 @
$1,000
=
$500,000
Total Sales
$700,000

Each dining room suite uses:

7 sq. metres of timber costing $20 per sq. metre

2 metres of fabric costing $15 per metre.

Each wall unit uses 20 sq. metres of timber costing $20 per sq. metre.

Using this information:

a.
Calculate how many units will be produced.

b.
Calculate the total material usage and the cost of the materials to meet this production.

c.
Calculate what would the production be if the firm had 50 dining room suites and 20 wall units in stock?
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Please enter your name in this text box:  

Please estimate how long it took you to complete this Chapter: 
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