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Resources

Land
Labor
Capital
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All gifts of nature, such as: water, air, minerals,
sunshine, plant and tree growth, as well as the land
itself which Is applied to the production process.
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The efforts, skills, and knowledge of
people which are applled to the
production process.
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PRINCIPLES OFENGINEERING ECONOMY
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1. Develop the Alternatives;_ B"‘@‘F'J«p“ %— tOF p M
2. Focus on the Differences";; GEERWI A Se-F N AK
3. Use a Consistent Viewpo,in’tj;'v\ '@_@\b )%—'F‘.‘-e-x 5 EM-Q W /1 {
4. Use a Common Unit of M\eqsqrg; ‘ gﬁ-@ JE\T»"E 5B s ?E“F‘“zt |_|| Q p (
5. Consider All Relevant Criteria; 'é_ﬂj.ﬂ\ @‘@EM%MJ‘-@ T TF I
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6. Make Uncertainty Explicit;

7. Revisit Your Decisions




DEVELOP THE ALTERNATIVES
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The final choice (decision).is among alternatives. The alternatives
need to be identified and then“defined for subsequent analysis.



FOCUS ON THE DIFFERENCES
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Only the differences in expected future outcomes among the
alternatives are relevant e, thelr comparlson and should be
considered in the deC|S|d)T1
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USE A CONSISTENT VIEWPOINT
nb2F X pOXx wntwm

The prospective outcomes of the alternatives, economic and other,
should be consistently developed from a defined viewpoint

(perspective). w .
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USE A COMMON UNIT OF MEASURE
Wphcwvmem wTmiO¥e EfFT1TLU

Using a common unit of measurement to enumerate as many of the
prospective outcomes a;s-pqgsible will make easier the analysis and
comparison of alternatives.
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CONSIDER ALL RELEVANT:CRITERIA
B L SHORS p7-5F 1B IOF  wWwT |

Selection of a preferred alternative (decision making) requires
the use of a criterion (ar Several criteria). The decision proces
should consider the outcomes enumerated in the monetary un
and those expressed il’Some other unit of measurement or
made explicit in a descrlptlve manner.

nT1J/hH2 pMary¥ Nne [_l.JpK(pMF\@ UBGBTY/IYEB 3GHFF bt
c bHOFn BitA MY“6"p >3 Y ETTFUYB D F N
CYHM bbl°




MAKE UNCERTAINTY EXPLICIT
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Uncertainty Is inherent in projecting (or estimating) the
future outcomes of the alternatives and should be
recognized in their afalysis and comparison.
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REVISITUY OURDECISIONS
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Improved decision making results from an adaptive proc
extent practicable, the initial projected outcomes of the s
alternative should be subsequently compared with actua
achieved.
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ENGINEERING ECONOMY AND THE DESIGN PROCESS
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An engineering economy study Is accomplished using a structu
mathematical modeling technlques The economic results are t
situation that involves two ormore alternatives and normally inc
knowledge and input. £~
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ENGINEERING ECONOMIC ANALY SIS PROCEDURE
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1. Problem recognition, formulation, and evaluation.
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2. Development of the feasible alter‘natives.
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3. Development of the cash flows fc@r egc__;h*"élternative.
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4. Selection of a criterion ( or criteria).
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5. Analysis and comparison of the alternatives.
FNJ di Ft DA AbY
6. Selection of the preferred alternative.
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/. Performance monitoring and postvaluation results.
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ACCOUNTING/ANDENGINEERING ECONOMY STUDIES
C-hP WsAHOB psFdbhLlb F dF HF
Madern cast-accoumbspgtisiy.any: orfall ofithe following:objectives:
1. Tbadetermine thercost.of products or services
2 5o provide:arationab hasis: ff _
3. Thopravide-a-means for.contéaliihg €xpenditures
4. 1o provide information-onwhichioperating decisions maysbe: based and tl
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LIFE-CYCLE COST
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Lifecycle cost Is the ¢ e all costs, both recurrin

nonrecurring, related to aproduct structure, system, or
its life span.

Life cycle begins with the |dent|f|cat|on of the economic 1
the requirement ) and‘ends with the retirement and dispc
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