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ABSTRACT

This research aimed to reduce cost of quality in gem and jewelry factory by developing a
cost of quality model using PAF model. In order to analyze the area of cost reduction, it was
found that sale volume was increasing whereas the revenue dropping down. The cost of quality
bas been analyzed from Jan to May 2005. It was showed that the cost of quality was 7.57% of
sales volume. By dividing the cost of quality in several proportions, it was found that internal
failure costs were higher than preventive costs, Therefore, this research was done to find solutions
to reduce internal failure costs which mainly originated from “The problem from losing gold in
the production process”. The internal failure costs were 11.12% of produced gold weight. Another
main internal failure costs were “The problem of refining gold outside of the factory”. This
caused 1.53% of all out source refined gold. Moreover, criteria of selecting causes of cost of
quality in this research were considered from readiness of working team and time consumed for
improvement. Then, a working team was set up from each representative of production process
section. The manufacturer manager was the team leader and having department managers related

to the tasks were coordinators.
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By comparing amount of cost of quality before émd after 5 months of the process
improvement, it was shown that the loss of “The problem from losing gold in the production
process” was decreased from 11.12% to 6.56% of produced gold weight. Moreover, the cause of
the “The problem of refining gold outside of the factory” was also decreased from 1.53% to
0.84% of all out source refined gold. Additionally, it was shown that the total cost of quality was
decreased from 7.57% to 3.90% of sales volume which means that the total cost of guality was
decreased for 2,438,943 baht per month. From PAF mode, the preventive costs were increased
from 9.46% to 13.36% of total cost of quality. The appraisal costs were increased from 4.20% to
4.86% of total cost of quality. The internal failure costs were decreased from 80.09% to 73.42%
of total cost of quality. However, there still were some problems needed to be solved such as cost
of product return and cost of production quality control. The problems had not solved yet because
of the unreadiness of working team and the limited time of this research, Therefore the problems

affected the external failure costs which were increased from 6.24% to 8.37% of total cost of

quality.



