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How Cost of Poor Quality Factors Into 
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Brian J. Galli, Long Island University, Brookville, USA

ABSTRACT

Thisarticleaimstoinvestigatethepatternsoftherelationshipbetweenthecostofpoorquality(COPQ)
andtheprocessofcontinuousimprovement.Methodsofqualitativeresearchareusedtoconduct
thedetailed inquirybetweenbothvariables fromeverycriticalangle.Comprehensivesecondary
analysis,whichiscomprisedofastructuredandunstructuredliteraturereview,isperformedforthis
purpose.Thefindingsofthestudyrevealthatthecostofpoorqualitydirectlyrelatestotheprocess
ofincrementalimprovement.Eachbusinessisfacedwithcertainredundanciesandotherissuesthat
causetheactualcostofaprocesstoexceedtheoptimallyreducedcost.Themanagementofeach
organizationshouldfocusonasystemthatconsistentlyidentifiesanyloopholes,whichwouldbe
followedbyamethodtoeliminateorminimizethem.Thesecostreductionsincrementallyresultin
theimprovementofcompanyprocesses.Intheend,theevidenceprovestheresearchhypothesis.
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INTRodUCTIoN

Fransson,Magnus,Turesson,&Klas(2009)definethecostofpoorqualityasthedifferencebetween
theactualcostofaproductorservice,aswellasthecostthatwouldhaveincurredifaproductor
serviceisproducedthroughanoptimallyefficientsystemandprocess.Itimpliesthatthedeficiency
ofmechanismsthatareusedtomanufacturetheproductsresultinexpensesthatcouldhavebeen
avoided.Fransson,Magnus,Turesson,&Klas (2009)believe thatcostofpoorquality isalways
burdensomeforbusinesssincetheprimarypurposeofdoingbusinessistomaximizetheprofitability.
Ifacompanyissufferingfromthehighcostofpoorquality,thenitwillhaveaprofoundlynegative
impactonitsgrossmargins.Therefore,eachentityshouldstrivetobringasmuchefficiencytoits
processesaspossibletoavoidunnecessaryexpenses.

COPQisbroadlydividedintotwocategories,includingdirectandindirectindigentqualitycosts.
AdirectCOPQisthecostthatdirectlyrelatestoacompany’stotalexpenses,whilethedirectpoor
qualitycostextendstothreedifferentcategoriesofexpenditure.Thesecategoriesincludecontrollable,
resultant,andequipmentcost(Fransson,Magnus,Turesson,&Klas,2009).Furthermore,Bowhill
(2014)definesmanageablevalueas thedirectlycontrollablecost toensure thatacompanyonly
deploysacceptableanddemandedproductsandservicesforitscustomers.Resultantcostsresultfrom
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thedeliveryofunacceptableproductsandservicestothecustomers.Ontheotherhand,equipment
costsaretheexpensesthatconstituteinvestingintheequipmenttomeasure,control,andacceptthe
productsandservices.

Additionally,thecontrollablecostsincludethepreventioncostsandappraisalcosts.Prevention
costsare thesumofeducation, training,conductingqualityplanning,andconductingthedesign
review.Appraisalcostsincludetests,sampling,andtheexpensesthatrelatetotheauditingprocess
(Fransson,Magnus,Turesson,&Klas,2009).Resultantpoor-qualitycostsarethesumofinternal
defectcostsandexternaldefectcosts.Here,chargesof internal failure include thecosts thatare
identified through R&D or manufacturing at the internal level. These expenses mainly include
theincorrectdocumentationofatest,testingdefects,improperdesign,improperimplementation,
unclearrequirements,andtheerrorsintheprocessofinspection(Fransson,Magnus,Turesson,&
Klas,2009).Meanwhile,thecostsofapparentfailuresaretheexpensesthatcustomersidentify,and
theyrequirecorrections,modifications,andremovals(Fransson,Magnus,Turesson,&Klas,2009).
Indirectcostsconsistofcustomer-incurredcosts,customerdissatisfactioncosts,andabusinessentity,
aswell(Mahmood&Kureshi,2015).

ContinuousImprovementProcess(CIP)isdefinedjustasthetermimplies.Forexample,the
Robson (2014) holds that continuous improvement refers to a company’s continuous efforts to
bringimprovementswithitsproducts,services,andprocesses.CIPreferstoapathofincremental
improvementintheareasofproductsandservices.Also,themethodisusedasameta-processin
multipledomainsofbusinessandmanagement,suchasprogrammanagement,projectmanagement,
qualitymanagement,andbusinessprocessmanagement.

InCIP,asystematicapproach isused tostreamline theworkflowwithinanorganization.A
systemimprovementplanisusuallycomposedofthreesteps.Inthefirststep,anidearegardingthe
product,service,orprocessisimplementedasperplanning.Tobeprecise,itisthephasewherethe
activitiesandoperationsareputinplace(Robson,2014).Inthesecondstep,astudyisconductedto
assesswhether,andtowhichextent,theimplementedprocessessucceedinaddressingtheobjectives.
Inthethirdstep,thecompanyhastoactbythepreviousstep’sfindings.Forexample,ifthereareno
negativegapsandtheimplementationhasbeensuccessfulinachievingtheplannedobjectivesthen
thecompanycancontinuewiththeplanwithoutanymodification.However,iftheperformanceof
theapplicationisbelowthemark,thenitneedssomeinvestigationintothefactorscontributingto
thelowproductionandactaccordinglytoeliminatethosefactors(Robson,2014).

Thispaperplanstoconductaninquiryintothecostofpoorqualityandtheprocessofcontinuous
improvement.Furthermore, the study findshowbothof thesevariables are interdependent.The
goalistoassesshowtheconceptofpoorqualitycostcanbeusedtoboosttheperformanceofthe
continuousimprovementprocess.

Research objective
Althoughmuchresearchdiscussesthevariablestaughtinthisstudy,theydonotteachthevariables
incombinationwithprojectmanagementandperformance.Thisgapiswhatthestudyhereseeksto
fill.Byanalyzingthesevariablesinthecontextofprojectmanagementandperformance,thestudy
suggestsastructureforthecurrentmodel’sbestfeatures.Thestructureisintendedtobecollective
andthereforeappliedtoprojectmanagement,operations,performance,andvaryingindustries.Several
otherquestionsregardingthevariablesarediscussedinlengthinthisstudyandtheultimatefindings
willactasavenuesforfutureresearcherstopursue.

Research Gap
Althoughexistingliteraturediscussestheconceptsofcostofpoorqualityandcontinuousimprovement
models,theydonotdiscusstheintegrationofthetwotoleadtosteadyprogressionofservicesand
projectmanagement.Basedoffexistingliterature,thisstudyattemptstofillthatvoid.
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