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CLASS 21
Benefits of Replacement of Items with Increasing Maintenance Costs and Changing Value
of Money:

 Cost Optimization – Replacing items before maintenance costs rise excessively reduces total
expenses, avoiding the “repair trap” where fixing old items becomes more expensive than
replacement.

 Improved Efficiency – Newer items typically work faster, more reliably, or with higher
precision, which boosts overall operational productivity.

 Predictable Budgeting – Planning replacements based on cost trends allows management to
allocate funds accurately and avoid sudden large expenditures.

 Risk Reduction – Aging equipment is more likely to fail, causing downtime or production
losses; replacement reduces these operational risks.

 Enhanced Asset Utilization – Replacing items at the right time ensures the organization gets
maximum benefit from each asset before it becomes uneconomical.

 Alignment with Inflation – Considering the changing value of money ensures replacement
decisions remain economically justified, especially when costs of repairs rise faster than
inflation.

 Technological Upgradation – Replacement allows incorporation of modern technology,
features, or energy efficiency, improving competitiveness.

 Safety Improvement – Old or worn-out equipment can cause accidents or health hazards;
timely replacement improves workplace safety.

 Strategic Decision Support – Operations research techniques (like replacement models) help
managers make informed, data-driven choices rather than relying on intuition.

 Sustainability – Planned replacement facilitates recycling or proper disposal of old items,
promoting efficient resource use and environmental responsibility.


