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SUMMARY

This Technical Specification offers advice on the financial
considerations associated with the introduction of computer aided
engineering (CAE) systems. It looks at alternative methods of
assessment and accountancy before concluding with a review of
tangible and intangible benefits and costs.
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TERMS OF REFERENCE

a) Determine the principal alternative methods of assessing the
benefits of C.A.E.

b) Advise upon the benefits and costs which need to be
iderntified and assessed to satisfy alternative accounting
. proceduyres.

c) Advise upon the assessment of benefits and costs.

MEMBERS
R H Blake - Rolls - Royce plc
A Mulford - GEC Avicnics Ltd
K F Best - Dowty Rotol Ltd

M Townsend - Smiths Industries

1660

Documents

Document Sharing Hub

Full document details: SAE TS143-2


http://www.avadocuments.com/doc/sae-ts143-2
http://www.avadocuments.com/doc/sae-ts143-2

SBAC Technical Specification — TS143 Issue 2
Date : December 2004
Page 3 of 23

Introduction

The team consisted of members with a very mixed experience for
justification in this aspect of CAE. It is hoped that this
report may-be of help to members, especially those embarking on
new initiatives, and their experience should be included in any
subsequent reviews of this report.

There may be need, at some time, for a working group to study one
particular aspect of this report in more detail on direction by
the CAE Steering Committee. This working group makes no
recommendations at this time. :

Following the Preamble, the report covers the principal
alternative methods of assessment and accountancy appropriate to
purchased C.A.E systems, no consideration has been taken on
issues relevant to 'lease' methods of financing. The remainder of
the report on the aspects of identifying and assessing the
benefits and costs is divided into tangibles and intangibles,
although it 1s often argued that all benefits can be evaluated.
Some duplication of particular aspects in the various sections is
inevitable and is left in for completeness and emphasis.
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Preample

There have been numerous papers on all aspects of this subject
but all are gqualitative and dependent upon the particular
applications of computer aided engineering in different parts of
industry..

- It is clear,”however, that the significant benefits are
principally related to improved quality that CAE allows through
comprehensive analysis and simulation of designs with fast
iteration and reduced human error in the definition of the
details for manufacture. Benefits in terms of reduced lead time
and costs are natural by-products. It could be that all benefits
are claimed from only one of these three areas but, in reality,
very likely to reap the other rewards.

wWhen looking at the possible areas that CAE can benefit,
reference and relevance to the Corporate Business plans is
essential and will determine how it's utilisation will be
directed and the post-implementation monitors set.

The methods of accountancy employed by the organisation in terms
of the costs split against capital and revenue and the criteria
for R.0.I, DCF etc will affect the justification of equipment and
resources. '

It is recommended that on-site trials or demonstrator projects
are set up to prove the method and benefits before committing to
full-scale implementation.

There are a number of highly disciplined analytical methods and
tools to aid the sponsor to optimise the methods and ensure all
issues of benefits are addressed, an example known as 'Objective
Hierarchy' is appended to illustrate this particular technique.
Starting with the main business objectives, it breaks down to
numerous elements that improvement plans will influence dependant
upon tactics, but every one traceable to the company's objectives
(NOTE. The example contains specific colloguial terms which do
not need to be understood to follow the methodology).
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1. Alternative methods of assessment and accountancy
appropriate to CAE systems

1.1 Justification

The financial justification of capltal investment yan
be a tortuous and mysterious business.

a) Normally, CAE cannot be justified only on the
basis of:-

- intuition

- market demand (eg contractual requirement), ci

- technical necessity (eg design requirements
cannot be met by manual means).

b) Therefore important as these aspects are it is
necessary to address AND quantify:-

- costs, and,
- benefits.

c) Costs are relatively easy to assess, though
frequently are understated. Most are tangible and
guantifiable. The short term costs are the
hardware and software of the selected system, and
the physical environment to house it; thereafter,
costs include:-

- Training (frequently underestimated)

- Hardware and software maintenance
{approx. 10% pa)

- Systems support and admlnlstratlon

- Enhancements not covered by 'maintenance' or
extension of the system, (sometimes provided
provided FOC by the genercus supplier!)

These costs will often represent 20-30% pa of the
cost of the original hardware and software.

4d) Other costs may be incurred consequent upon CAE
investment, such as the need to improve other
- business systems or to acquire additional or
different production equipment (eg SMT assembly,
ropbot devices ete.)
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