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ABSTRACT
Any capital cost index is by its very nature a dynamic entity. IHS-SRIC’s PEP Cost Index is
no exception. Since its inception some forty years ago we have modified and tweaked the index
numerous times. And on some occasions we have revisited it in detail, providing an in-depth
maintenance overhaul to assure that it will provide our clients with reliable results into the future.
This PEP review is such a maintenance check. We take a look at the current PEP Cost Index, its
underlying assumptions and data set, and we attempt to ascertain what, if any, modifications
need to be applied. These modifications are laid out for discussion and analysis.
In this review we will examine the PEP Cost Index from three points of view: the theoretical,
the historical, and the present. First we will present the theoretical underpinnings of the index. We
will compare some of the concepts underlying the PEP Cost Index with those of other cost index
theories as well as with the well-known cost index of Chemical Engineering magazine. Then we
will lay out some of the historical record of the PEP Cost Index. Finally, we will present the results
of our reexamination of the balance of cost components in the index.
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SRIC agrees to assign professionally qualified personnel to the preparation of the
Process Economics Program’s reports and will perform the work in conformance with generally
accepted professional standards. No other warranties expressed or implied are made. Because
the reports are of an advisory nature, neither SRIC nor its employees will assume any liability for
the special or consequential damages arising from the Client’s use of the results contained in the
reports. The Client agrees to indemnify, defend, and hold SRIC, its officers, and employees
harmless from any liability to any third party resulting directly or indirectly from the Client’s use of
the reports or other deliverables produced by SRIC pursuant to this agreement.

For detailed marketing data and information, the reader is referred to one of the SRI
Consulting programs specializing in marketing research. THE CHEMICAL ECONOMICS
HANDBOOK Program covers most major chemicals and chemical products produced in the
United States and the WORLD PETROCHEMICALS PROGRAM covers major hydrocarbons and
their derivatives on a worldwide basis. In addition the SRIC DIRECTORY OF CHEMICAL
PRODUCERS services provide detailed lists of chemical producers by company, product, and
plant for the United States, Western Europe, Canada, and East Asia, South America and Mexico.
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