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Cost of Quality



Understanding Quality Cost
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 Controllable Costs
 Prevention
 Appraisal
 No-value added

 Resultant Costs
 Internal Failure
 External Failure

 Equipment Costs



Quality Cost Areas
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Cost Category Relationships
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Typical Ratios for American Companies:

Cost Category Percent of total

Internal Failure 20-40

External Failure 20-40

Appraisal 10-50

Prevention 0-5



Prevention Costs - Example
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Appraisal Costs - Example
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Internal Failure Costs - Example
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External Failure Costs - Example
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COPQ - Example
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TCOQ - Example
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QCS - Starting Out
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 Forming an implementation team
 Developing an implementation plan
 Selecting a trial area
 Starting the program
 Identifying and classifying the cost elements
 Establishing inputs to the system
 Established outputs to the system



QCS - Starting Out (cont’)
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 Defining additional data-assistance needed
 Reviewing status
 Starting the trial period
 Reviewing the monthly report
 Modifying with experience
 Expanding the program



Advantages
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 Provides a manageable entity and a single overview of quality
 Aligns quality and company goals
 Provides a problem prioritization system and means of 

measuring change
 Provides a way to distribute costs for maximum profit
 Improves the effective use of resources
 Provides emphasis for doing the job right every time
 Helps to establish new product processes



Limitations
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 Quality cost measurement does not solve quality problems
 Quality cost reports do not suggest specific actions
 Quality costs are subject to short-term management
 Difficulty matching effort and accomplishments
 Important costs may be omitted from reporting
 Inappropriate costs may be included in reporting
 Quality costs subject to measurement errors



Other Issues
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 Perfectionism in the numbers
 Other pitfalls
 Inclusion of non-quality costs
 Implications of reducing costs to zero
 Reducing quality costs while increasing total costs
 Understatement of quality costs



Contact Us
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MAS Solutions LLC.
17117 Westheimer Rd #1
Houston TX  77082
Tel: (281) 494-4874
Fax: (413) 294-4874

Email: information@masquality.com
Website: http://www.masquality.com

mailto:information@masquality.com
http://www.masquality.com/
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