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ENGINEERING ECONOMY - (wigl) sLady)

+» Definition of Engineering Economy?

Engineering Economy is a subset of economics for application to engineering projects.
Engineers seek solutions to problems, and the economic viability of each potential
solution is normally considered along with the technical aspects.
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+» Objectives of Engineering Economy (rinigl) Y| il sa ]

- Finding the suitable and efficient projects Labad) Aaidlall g Ll Sla)
- Using the available local resources Ulaa 34 glal) jalaall cilh gl

- Developing the technical staff () S Aalal) cf jaY) yy gha
- Maintenance and cost decreasing Llual) (IS (add
- Reduction of operating costs with maintaining the quality Jaddll Qs add
- Best use of capital Jal) (il granal) e

*# Financial Efficiency Lalaidy) sp i<l
Income (Revenue) 5) gl

Financial Efficiency -

Total Cost 3K 44K

Financial efficiency should exceed (100%) to achieve profits, otherwise there will be
losses. LY Saeaadl %1000 sl Of ey alaidy) 5oLEgy)
After the efficiency is measured, the annual rate of return is calculated for the
invested capital: L sias iliall #1590

Annual Net Profit

(s i dladl Jus) Rate of Return - - X 100
Investd Capital
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This equation is used to find investment efficiency for projects:

(b Jlall i) - Annual Net Profit = Total Revenue — Total Cost

Total Cost includes Operation and Maintenance costs, Depreciation, Interest and

Taxes. il el g oy giad) il o8N g AN AN ¢ Adluall g Sl (alS Jads ALY AAISY
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¢ Non-Momentary Values L@y (s gtadl 4 5 450 ool o
Some factors affecting the economic studies for projects (feasibility studies). If these

factors are ignored, success on projects will be limited. These factors are:
- The economical laws doalatsy) oyl g8l

- General commercial conditions Gl g b

- The social valuables A8l clyiiial)

- Consumer desire and non-desire AN RS R T

% Supply-Demand Law bl gyl G gild

This law organises the relation between the supply and the demand. Every product is
controlled by this law under the free competition.

< Demand b/

It is a person ability to purchase any product with a specified price. When the product
price increases, the person ability decreases. With this decrease, the quantity of the

purchased units will be decreased.
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Demand Quantity
% Supply Ul
It is the quantity of the produced units that the producer can offer in the market.
When the product price increases, the producer increases the production to get the
maximum profit.

Price
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The intersection between the two curves represents the equilibrium point of the price

with production quantity. As shown below:

Price
Supply

Equilibrium
point
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+» The Conditions that the Prices are Changed with
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1- When the demand increases and the supply is
stable, the price is increased
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2- When the demand decreases and the supply is
stable, the price is decreased
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3- When the demand is stable and the supply

is increased
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increases, the price is decreased and the quantity

4- When the demand is stable and the supply
decreases, the price is increased and the quantity
is decreased
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5- When the supply decreases and the demand | 6- When the supply increases and the demand

increases, the price is increased and doubled decreases, the price is decreased and doubled
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Mew Equlibrium
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7- When the supply increases and the demand 8- When the supply decreases and the demand
also increases, the price is not changed with the | also decreases, the price is not changed with the
increasing in supply reduction in supply
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% Competition Llaidy) dudliaf
It is the availability of products provided from more than one producer. Within a
free competition market, any product can enter the market without any
obstructions
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< Monopoly Iy LCia Y
It is the reverse of the competition. It means offering a specified single product by
one producer who monopolise the market and prevents any other product to
enter the market to enforce the customer to buy with price that suits that
producer.
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