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The Cost of Poor Quality 
 



Common Language 

     What is quality? 
 

• Quality is doing agreed upon requirements 
and standards 
– Not high quality, not low quality, not good quality, 

not bad quality 
– Either you did or your did not  



Quality is Free 

• No one has lost money doing the job right 
the first time 

• We lose money by actions that involve not 
doing jobs right the first time 
– It cost us: 

• Loyal and satisfied customers 
• Market share 
• Profit 

 



Poor Quality Cost 

Waste: Anything that consumes resources and does 
not add value to the end product 

1. Rework 
2. Waiting (on material or people) 
3. Transportation (to and from work) 
4. Motion (back and forth to the truck, cycle time) 
5. Process (poor, to much, to little) 
6. Inventory (to much, to little) 
7. Failing to use the intellect of employees  

 Cost of poor quality is actually the cost of doing things wrong 



80/20 Thinking 

• 80% of results come from 20% of effort 
• 80% of defects result from 20% of causes 
• 80% of value is produced with 20% of resources 
• 80% of defects can be eliminated by correcting 

20% of causes  
 Effort 

Results 

20% 

80% 



You say…..”Show Me the Money!” 



What is the Cost of Poor Quality 

How much does missed weather-stripping 
for an attic hatch cost you as a contractor? 
 
To figure this out, first you must know what 
your real expenses are on a day to day 
basis. Next you need to understand the 
different consequences of a defect and 
apply your costs. 



List Cost Areas of Doing Business 

STEP 1  
Identifying Loss 



Step 1. 
Identify the different 
costs you have in 
your business 

Step 2. 
Fill in your labor 
costs 

Step 3. 
Fill in direct costs 
and expenses 

Step 4. 
Add up your labor 
costs and annual 
expenses to see 
how much revenue 
you need during a 
typical work 
day/week to cover 
all costs 



Example: What does it cost to go back and weather 
strip an attic hatch?  



STEP2 
Quantify Loss 

Calculating the Cost Of Poor Quality (COPQ)  







The Cost Areas 
Worksheet helps 
populate these 
cells with your 
own numbers. 

See COPQ 
example in 
Quality Support 
Package 









Cost of Poor Quality – Attic Hatch 

Number of  
Homes/Jobs 

Annually 

Number of  
Homes with 

Defect 

Cost of Poor 
Quality 
$/House 

 
 

Total Loss 
Attic Hatch 
Not Weather 
Stripped  

286 114 $201 $22,914 

                                                   Total Annual Loss from 
Missed Weather-stripping $22,914 

However, companies always have more than one 
issue. The cost of poor quality changes dramatically 

when you consider multiple issues…  



Cost of Poor Quality – Multiple Issues 

Number of  
Homes/Jobs 

Annually 

Number of  
Homes 

with Defect 

Cost of Poor 
Quality 
$/House 

 
 

Total Loss 
Attic Hatch 
Not Weather 
Stripped  

286 114 $201 $22,914 

Missed Floor 
Air Sealing 286 69 $216 $14,904 

Re-insulate 
Wall Cavities 286 10 $2300 $23,000 

                                                   Total Annual Loss $60,818 

Loss per house 
done wrong 

Loss per house  



Thank you! 
 

If you are an Energy Trust Existing Homes 
trade ally interested in more information 
please contact the Trade Ally Team at:  

 
866-365-3526  

ExistingHomesTA@energytrust.org 
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