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	Prevention Costs $
	Appraisal Costs $$
	Failure: Internal Costs $$$
	Failure: External Costs $$$$

	· Periodic planning of quality goals and objectives
· Training with initial competence assessment

· Supplier capability assessment

· Preventive maintenance program

· Safety program

· Validation or verification of new or redesigned processes

· Quality management and improvement activities
	· Inspection of all samples received by the laboratory and at the examination workbench.

· On-going competency assessment
· Quality indicator monitoring
· Internal auditing

· External auditing and accreditation assessment

· Measuring instruments and equipment calibration
· Internal QC

· EQA
	· Sample problems in the pre-examination phase
· Out-of-stock or expired reagents

· Rework, repair, retesting, re-inspection

· Blood and blood component wastage

· Downtime 

· NCE investigation and CA 
· Error found at cross-checking workstation
	· Amended reports
· Customer complaints

· Clinically misleading results

· Lost reports

· Illegible or uninterpretable reports

· Misdiagnosis or mistreatment

· NCE investigation and CA 

· Error overlooked at cross-checking workstation


Failure costs are not budgeted.  As a result, failure costs are hidden in actual expenditures for materials and labor.  As such, attention is not directed towards failure until expenses exceed the budget. Frequently, these overages cannot be explained because most laboratories do not calculate or track the cost of nonconformities and have no idea how much labor and materials are spent fixing failures.  


The failure costs for repeatedly addressing the same problem will not be eliminated until the root causes are identified and eliminated.  





The required prevention and appraisal costs need the necessary funding to maintain good quality.  Therefore, they should be included in the laboratory’s annual operating budget as line items.  Remember to use data to justify that a lack of funding for these costs (good quality) can ultimately turn into higher expenses as a result of unplanned rework and corrections.  Materials required for good quality can be tracked from purchase orders.  Labor costs can be tracked for hours required for training, competence assessment, and continuing education, preparing/performing internal audits, etc.





Costs for rework caught and corrected inside the laboratory (before it reaches the customer).  The service or product does not meet quality requirements the first time and requires some rework or repair.  The labor time involved to resolve or mitigate laboratory problems can be considerable for each instance.  A failure cost is incurred any time rework occurs that could have been avoided.





Prevention costs are incurred to prevent or avoid quality problems. These costs are associated with the design, implementation, and maintenance of the quality management system. They are planned actions.  





Costs for activities associated with measuring, evaluating, or auditing to assure conformance to quality standards.  These costs support quality because these activities help the laboratory assess its level of quality.  You cannot ensure quality unless your first assess it.





Costs for rework not caught by the laboratory but was detected by the customer (after it reaches the customer).  








