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COURSE OBJECTIVES, SCOPE & RECOMMENDED BOOKS:
COURSE LEARNING OBJECTIVES:
1. To learn foundations of Engineering Economy
2. To learn how time & interest affect money

3. To  study combining factors

4. To learn nominal & effective interest rates

5. To understand present worth and annual worth analysis

6. To study rate of analysis on: single alternative and multiple alternatives

7. To study benefit /cost analysis 

8. To study replacement & retention decisions

9. To  learn selection from independent projects under budget limitation
10. To learn analytical break even analysis

11. To learn effects of inflation, cost estimation & indirect cost allocation

SCOPE:  
 At completion of degree with the course of Engineering Economics, students find confidence for applying the jobs relevant to Project cost accounting, and banking. 
RECOMMENDED BOOKS: 

1.
ENGINEERING ECONOMY

By: Leland Blank & Anthony Tarquin ………………….6th  Edition
2.
HAND BOOK OF INDUSTRIAL & SYSTEMS ENGINEERING 
By: Adedeji B. Badiru 
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ENGINEERING ECONOMICS <Theory>
4th Term, Batch: 2010
COURSE OUTLINES

	Sr#
	TITLE / Contents


	01
	Foundations of Engineering Economy:
Importance of Egg Economy to Engineers, Role of Egg Economy in decision making, Performing an Engineering Economy Study, Interest Rate & Rate of Return, Equivalence, Simple & Compound Interest, Terminology & symbols, minimum attractive rate of return, cash flows.

	02
	Factors: How Time & Interest Affect Money
Single-payment factors, uniform-series present worth factor & capital recovery factor, sinking fund factor & uniform-series compound amount factor, interpolation in interest tables, arithmetic gradient factors, geometric gradient series factors, determination of an unknown interest rate, determination of unknown number of years

	03
	Combining Factors:

Calculations for uniform series that are shifted, calculation involving uniform- series and randomly placed single amounts, calculations for shifted gradients, shifted decreasing arithmetic  gradients

	04
	Nominal & Effective Interest Rates:
Nominal & Effective Interest Statements, effective annual interest rates, effective interest rates for any time period, Equivalence relations: comparing payment period & compounding period lengths, Equivalence relations: single amounts with PP≥CP, Equivalence relations: Series with PP≥CP, Equivalence relations: single amounts  & series with PP<CP, Effective interest rate for continuous amount compounding, interest rates that vary over time 

	05
	Present Worth Analysis:
Formulating mutually exclusive alternatives, present worth analysis of equal life alternatives, present worth analysis of different life alternative, future worth analysis, capitalized cost calculation & analysis, payback period analysis, life cycle cost, present worth of bonds

	06
	Annual Worth Analysis:
Advantage & uses of annual worth analysis, calculation of capital recovery  & AW values, evaluation alternatives by annual worth analysis, AW of permanent investment

	07
	Rate of Return Analysis: Single Alternative
Interpretation of rate of return value, rate of return calculation, cautions when using the ROR method, multiple rate of return values, composite rate of return, rate of return of a bond investment.

	08
	Rate of Return Analysis: Multiple Alternatives
Why incremental analysis is necessary, calculation of incremental cash flows for ROR Analysis, interpretation of rate of return on the extra investment, Rate of return evaluation using PW: Incremental & break even, Rate of return evaluation using AW

	09
	Benefit / Cost Analysis:

Public sector projects, benefit / cost analysis of a single project, alternative selection using incremental B/C analysis, 

	10
	Replacement & Retention Decisions:
Basics  of replacement study, economic service life, performing a replacement study

	11
	Selection from Independent Projects Under Budget Limitation:
An overview of capital rationing among projects, capital rationing using PW analysis of equal life projects, capital rationing using PW analysis of unequal-life projects.

	12
	Breakeven Analysis
Break even analysis for a single project, break even analysis b/w two alternatives


