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Engineering Economy 6th sixth edition by Leland T. Blank and Anthony Tarquin,
published by McGraw Hill Higher Education in 2005, is a comprehensive
resource that delves into the principles and practices of economic analysis
in engineering decisions. The text serves as a fundamental guide for students
and professionals alike, providing essential tools to assess the financial
viability of engineering projects. This article explores the key components
of the book, its significance in engineering education, and its practical
applications in the field.

Overview of Engineering Economy

Engineering economy is a vital discipline that combines engineering
principles with economic analysis to facilitate informed decision-making. The
6th edition of Leland T. Blank and Anthony Tarquin's work emphasizes the
importance of economic reasoning in the engineering process. It provides
methodologies for evaluating alternatives and making choices that enhance
project feasibility and sustainability.

Key Features of the 6th Edition

The 6th edition of Engineering Economy is characterized by several notable
features that enhance its educational value, including:

1. Real-World Applications: The text includes numerous case studies and
examples that illustrate how engineering economy principles are applied in
various industries, from manufacturing to construction.

2. Updated Content: The 2005 edition incorporates recent developments and
trends in engineering and economic practices, ensuring that readers are
equipped with contemporary knowledge.

3. Clear Explanations: Complex concepts are broken down into understandable
segments, making the material accessible to students with varying levels of
expertise.

4. Practice Problems: Each chapter concludes with a series of problems that
encourage readers to apply what they've learned, reinforcing comprehension
and retention.

Fundamental Concepts in Engineering Economy

To appreciate the depth of Engineering Economy, it is essential to explore
its foundational concepts. These principles guide engineers in making cost-
effective decisions throughout the project lifecycle.



Time Value of Money

One of the cornerstones of engineering economy is the time value of money
(TVM), which asserts that money available today is worth more than the same
amount in the future due to its potential earning capacity. Key components of
TVM include:

— Present Value (PV): The current worth of a future sum of money or a stream
of cash flows given a specified rate of return.

— Future Value (FV): The value of a current asset at a future date based on
an assumed rate of growth.

— Interest Rates: Understanding how different interest rates affect
investment decisions is crucial for engineers.

Cost Analysis

Cost analysis is a fundamental aspect of engineering economy that involves
evaluating the expenses associated with a project. The book categorizes costs
into several types:

— Fixed Costs: Expenses that do not change with the level of output (e.g.,
rent, salaries).

- Variable Costs: Costs that vary directly with the level of production
(e.g., raw materials, utilities).

— Sunk Costs: Past expenses that cannot be recovered and should not influence
future decision-making.

Economic Decision-Making

Engineering economy emphasizes systematic approaches to making decisions
about investments and projects. The decision-making process typically
involves:

1. Identifying Alternatives: Generating a list of potential solutions or
projects.

2. Evaluating Alternatives: Analyzing the costs and benefits associated with
each option.

3. Selecting the Best Alternative: Using quantitative methods such as net
present value (NPV), internal rate of return (IRR), and payback period to
choose the most viable option.

Applications of Engineering Economy

The principles outlined in Engineering Economy are applicable across various
sectors, making the knowledge gained from the book invaluable for engineers.
Below are some key applications:

Project Feasibility Studies

Before embarking on any engineering project, conducting a feasibility study



is crucial. This involves:

— Assessing the economic viability of the project.
- Analyzing potential returns on investment.
— Reviewing cost implications and funding sources.

Life Cycle Cost Analysis

Life cycle cost analysis (LCCA) evaluates the total cost of ownership over
the lifespan of a project or product, which includes:

— Initial costs (design, construction, implementation).
— Operational and maintenance costs.
- Disposal or decommissioning costs.

Understanding LCCA helps engineers make decisions that minimize costs while
maximizing performance and sustainability.

Capital Budgeting

Engineers often need to justify capital expenditures for new projects.
Capital budgeting techniques covered in the book include:

- Payback Period: The time it takes for an investment to generate cash flows
sufficient to recover the initial investment.

— Net Present Value (NPV): The difference between the present value of cash
inflows and outflows, used to assess the profitability of an investment.

- Internal Rate of Return (IRR): The discount rate that makes the NPV of all
cash flows from a project equal to zero.

Educational Impact and Resources

The 6th edition of Engineering Economy is not only a textbook but also a
resource for educators and students. It is widely adopted in academic
institutions, offering a structured approach to teaching engineering economy
concepts.

Supplemental Resources

To enhance learning, the book provides access to various supplemental
materials, including:

— Online tools and software: Useful for performing complex calculations and
analyses.

— Instructor’s manuals: Provide educators with additional resources to guide
their teaching.

— Student resources: Offer practice quizzes and additional problems to
reinforce understanding.



Importance of Engineering Economy in the Curriculum

Incorporating engineering economy into engineering curricula is critical for
developing well-rounded engineers. The knowledge gained prepares students to:

— Make sound financial decisions in their careers.
— Assess the economic impact of engineering projects on society.
— Contribute to sustainable development through informed resource management.

Conclusion

Engineering Economy 6th sixth edition by Leland T. Blank and Anthony Tarquin
is an essential text that equips students and professionals with the tools
needed for effective economic analysis in engineering decision-making. Its
comprehensive coverage of fundamental concepts, practical applications, and
educational resources make it a cornerstone in engineering education. By
understanding and applying the principles of engineering economy, future
engineers will be better prepared to tackle the financial challenges they
will encounter in their careers, ultimately leading to more sustainable and
economically viable engineering solutions.

Frequently Asked Questions

What are the key concepts introduced in 'Engineering
Economy 6th Edition' by Leland T. Blank and Anthony
Tarquin?

The key concepts include time value of money, cost estimation, financial

decision-making, project evaluation methods, and principles of economic
analysis as applied to engineering projects.

How does the 6th edition of 'Engineering Economy'
differ from previous editions?

The 6th edition includes updated examples, new case studies, expanded
coverage of modern financial tools, and enhanced pedagogical features to
facilitate learning.

What types of problems can be solved using the
principles taught in 'Engineering Economy'?

Students can solve problems related to cost-benefit analysis, investment
decisions, capital budgeting, and risk analysis in engineering projects.

Is 'Engineering Economy 6th Edition' suitable for
self-study?

Yes, the book is structured with clear explanations, examples, and practice
problems, making it suitable for self-study as well as classroom use.



What supplementary materials are available with the
'Engineering Economy 6th Edition'?

Supplementary materials may include solutions manuals, online resources, and
access to software tools for financial analysis, which can enhance the
learning experience.

Who is the target audience for 'Engineering Economy
6th Edition'?

The target audience includes undergraduate and graduate engineering students,
as well as professionals seeking to refine their knowledge of economic
principles in engineering contexts.
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