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THE QUALITY COSTS
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Abstract Quality has a cost and this fact cannot be deniedthe same
time, it is true that non-quality is more expensiQuality is considered as being
expensive because no one tries to calculate notitggasts. Out of the final cost of
a product, non-quality stands for 20% up to 35%cdkding to this idea all the
economic sectors contain error costs caused by ntitakes made during the
production process. To have a real consummatiaragan, it is necessary to know
the cost quantum. The final quality cost is theulte®f the following costs:
prevention costs, necessary to preclude errorsiugimn costs, as results of a final
product evaluation, and failure costs, generated thg non — attainment of
product’'s purpose. The gross of these costs standthe total quality costs.
Nowadays, the problem inheres in how much thisityuabst represents out of the
final cost.
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Introduction

It takes time and money to measure quality throaglystem of indicators,
so as the study of a process and its redesigningrder to be more effective. But
non-quality is more expensive. The quality is cdesed as expensive due to not
measuring the price of the non-quality. To undexdtiés real cost, we will start by
defining the term producer of errors. This phrafers to all means and efforts used
in an organization, but that does not bring anyueadded to its activity, that
represents consequently a cost. Some of its coesegs are: the doubling
processes, repeating the work, correcting errtwsng non-necessary surpluses.

The cost of the poor quality in administrative sestimplies costs
increasing from 20 to 35% for these departmentss Ehan estimate digit; it may
vary, depending on the organization sector, anch dvem one organization to
another within the same sector.

In the 70’s the cost of the poor quality was mainged to measure the
manufacturer costs. Lately it was concluded thaalirdepartments, processes and
activities, costs occur, because things were rajgaty done in due time.
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We will not develop the idea according to which thelity would be free,
but if we make a comparison between its cost aacttist of poor quality, is more
economical and profitable to work in accordancénliie excellence principles.

Categories of costs relating to quality

The cost calculation is necessary to the manageimeatder to register the
actual consumption of goods and services. The ctss represent the efficiency
measurement, should allow finding the irregulasitien the model or on the
proposed target prices.

A system costs does not record the smallest demitbecause, by registering
them, it may happen that the application of sudiesy to be more expensive than
the savings that would be achieved by implementimg measures. There is an
attempt to keep under observation those optionsonsumptions that presumably
influence more the effective use of resources.

The costs system properly conceived will try toedsine the consumption of
those activities which are estimated to requir@eckl attention, without which it
would reach to situations detached from the realitthe organization. On the other
hand, it is necessary to take into account thengdrcosts and not the historical
costs, because the historic cost allows only tlieaed corrections after the events
took place, and the planned cost allows the atiicip of the events.

Managers’ decisions incline towards using resourtesed on two major
directions:

- The use of significant resources so that a decisiag influence more the

efficiency;

- The opportunities to which the organization ren@snby using resources
with a determined finality.

These are the criteria that guide the definitiod #re classification of so-called
quality costs. The quality costs and the non-qualibst refer to those activities
which affect the quality of the product or servittds important to point out that the
enterprise’s organization and culture influenceoathe cost. The Total Quality
Management requires reducing the costs as a rektlie management system, as
we will reveal below. So, speaking about the quatibsts means grouping costs
with quality orientation.

There are four types of costs associated to quatitynon-quality, as follows:

- Prevention costs: the costs of preventing actwif@ errors occurrence or
differently said, the costs of all those activitidst try to eliminate in
advance the causes that may lead to lack of quality

- The evaluation costs: it is the result after evahgathe finished product or
service after it was performed, or it represenerghing that was spent on
in order to see if the outcome of a process coomdp to the standards, if it
is according to the specified quality.
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- The failure costs: they are the ones that are éérifrom the
unaccomplished products or services, whether dnattermediary, costs of
all or some requirements that are adapted for mests use.

The failure costs are classified into two majorugrs:

- Costs for internal failures - are those costs iing the organization, as a
result of errors committed during the processesthadactivitiesand they
are detected before the product or service is negdb the public.

- Failure for external costs - they are associatatl defects that are found
after the product or service was transmitted tocttent. These costs would
have disappeared if there was not a defect product.

The amount of all costs above represents the dopiality costs. These costs, if

they are added to those materials, must corredatestorganization total cost.

The quality costs are applied to almost any agtiyierformed by the
organization.

All functional sectors of an organization providéfatent services or products
to other different functional sections, this wagating a client-supplier chain, which
is taken into account in the total quality managetme

After analyzing the objectives at a functional lexben it can be determined
which products and services are available to o#emtors and which are the
requirements concerning them. This is the way terdeéne the basis for defining
the preventive and evaluation activities, and tleenents that characterize the class
of internal cost and the external defects in retato the final products and services.

In the process of carrying out their functional hates, most of those
departments deal with the actions related to prodexcelopment cycle phases or the
product’'s commercial development cycle. So, theirasge quality costs appear in
every stage of the product’'s commercial developmeytle so as at every
operational level of the organization. The con&iolé costs of the organization are
the only items that must be included, and they alag include any granted bonus,
only if they can be declared as separate cost itemstheir classes.

At the same time the apparently controllable cehtsuld be eliminated, which
are exclusively supported as a result of a contedatipulation.

The reaction of the quality costs

The prevention makes the evaluation activitiesedelss necessary because they
are fewer errors to detect. Given this, it seemgionls that the priority is the
prevention investment, which implies to act in gneduct and service design and to
remove the cause of failures. The raised issuketlieie is a limit when investing in
guality costs. It will be the situation in whichetlyuality costs will not compensate
the savings that presupposes the reducing errbes.césts due to failures can be
reduced to minimum or to zero, only if the preventiand evaluation costs rise
greatly, in theory, up to infinite. On the othemdathe failure costs should be zero
for 100% from the production or services units aindvould increase once the
percentage of defects increases.
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The total quality cost appears as the amount ofptlegention evaluation and
failure costs, with a minimum of two asymptotic idiens.

Nowadays it is considered that the situation maybeoas extreme as presented
in figure 1, although it seems obvious that thermrmpment and prevention process
of the new quality deficiencies represents the exbj for costs improvement.
Informatics applications and other technologies ehaallowed considerable
reductions of failures number, though others mageapin their place.

Figure 1 shows that the total quality costs hadetarmined value in proportion
of 100% of the quality compliance. It is maintaingte contrary growth in the
failure cost and the evaluation and preventionscdstonsiders that it is possible to
reach a 100% percentage in compliance with cerfammum total costs, that a
finite value of the prevention and evaluation castsy make place for a zero value
of failure cost.

100 %

Total quality costs

Failure (internal an
external)

Prevention and evaluation
costs

THE COST OF THE CORRECT
SERVICE PERFORMANCE

—

Level of quality 100%

Fig.1 The reaction of the quality costs
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