Manufacturing Accounts
Classification of Costs

Manufacturing Accounts in term of
Engineering Economics Consideration
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MANUFACTURING ACCOUNTS

! nufacturing cdﬁt‘s are classified.

Engineering Economy involves the systematic evaluation of the
economic merits of proposed solutions to engineering problems.

L Tobe economically acceptable (i.e. affordable),
" must be demonstrate a positive balance of long-term costs, and they

must also:
- promote the well-being and survival of an organization
- embody creative and innovative technology and ideas
- permit identification and scrutiny of their estimated
outcomes
- translate profitability to the “bottom line” through a valid
and acceptable measure of merit i |
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Analysis Procedure

Design Process

. Problem /need definition
2. Problem/need formulation and
evaluation

3. Synthesis of possible solutions
(alternatives)

4. Analysis, optimization, and
evaluation

5. Specification of preferred
alternative

. Communication

. Problem recognition, definition,

| and evaluation

| 2. Development of the feasible

| alternatives

| | 3. Development of the outcomes
and cash flows for each
alternative.

4. Selection of a criterion (or
criteria)

5. Analysis and comparison of the

alternatives

'J 6. Selection of the preferred

alternative

7. Performance monitoring and

post evaluation of results

MANUFACTURING COST

CLASSIFICATION

Classification of Costs (1)
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Classification of Costs (2)
= are those Costs directly
in the'manufacture of goods.
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Classification of Costs (2)

ively'with'a-given cost

an ecdya_l_ly feasible way.

Classification of Costs (3)
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Classification of Costs (3)
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are those ‘costs directly involved in the

of goods. Exam/yes of direct costs are direct
t labor az::’ﬂyrect expenses. All the direct
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