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Quality management represents a new concept for ensuring quality 
products, which relies on new rules compared to the traditional, outdated 
ones. The example Arnica montana clarifies that one pursues a versatile 
strategy within the range of the medicinal plant procurement. Knowing 
the importance of quality costs is not enough. In order to use such 
information they must be correlated. The main reason in creating a 
system for monitoring quality costs is that, that the balance sheet does not 
measure quality costs. Certain categories of quality costs are being 
calculated very difficultly; they must be estimated, appreciated on many 
occasions.  
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We can define quality as the capability to use properly and to offer 
value for the spent money, but above all this satisfying client’s needs.   

According to the world nature protection union, from the world-wide 
approximately 70,000 plant types used for health purposes; 10,000 types of 
medicinal plants are endangered. This is the drawback of the pleasing 
demand for products with "natural contents". Nontransparent procurement 
channels in Eastern European and third world countries mask frequently the 
origins and concomitantly the evaluation of the collections. 

Trade has often no interest in controls, since profit margins are 
considerable and sustainability still doesn’t represent a quality criterion. The 
current quality term is very one-sided: It contains the purity of the herbal 
raw materials and the presence of the demanded contents materials.  

The example Arnica montana clarifies that one pursues a versatile 
strategy within the range of the medicinal plant procurement. There are 
different origins of the whole plant, which is processed to tincture and 
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pharmaceutical products, and its dried blooms, which are needed for the 
production of mild oil excerpts. 

The above definition leads us to the following conclusions: 
- the client is in the centre of the quality, everything surrounds him 
- quality is a subjective term, continuously changing  
- the new quality approach is in contradiction with the old perception, 
which used to identify quality with luxury or high performance 
- an economic good with a huge price, can not satisfy the consumer, 
there is always a cost-quality connection 
- the degree in which necessities are being satisfied must relate to some 
specified or explicit demands, which means that the number and the 
levels of characteristics must be correlated with a certain level of need 
satisfaction, according to consumers aspirations and efforts 
- raising products performances is being made in order to cope with 
requirements, from this point of view consumers must be separated in 
homogeneous groups. 

Quality management represents a new concept for ensuring quality 
products, which relies on new rules compared to the traditional, outdated 
ones.  

According to this concept, a middle level of quality is not being 
accepted; products must be executed without any flaws improving quality is 
a necessary and continuous process in order to reach excellence. 

 Applying this concept comes from the assumption that in every 
economic activity bad quality can be laid in a very big percentage (75-85%) 
on the imperfections of the quality management, obtaining quality can only 
be possible by involving the whole staff. 

 Quality management must include all processes from production to 
follow-up, starting with studying the markets demands, up to gathering 
information related to its behaviour during utilization.  

According to the quality management concept insuring quality 
products means insuring quality standards in every activity and at every 
work place, the method “no flaws” is to be applied.  

Quality management must lead to developing a quality strategy, 
which establishes, measures, analysis and monitories non-quality, 
monitoring must be done continuously and from the beginning, in each and 
every stage, while insuring quality products. If monitoring reveals non-
quality, it must react immediately in order to eliminate its cause. 

http://dict.leo.org/ende?lp=ende&p=thMx..&search=pharmaceutical
http://dict.leo.org/ende?lp=ende&p=thMx..&search=products
http://dict.leo.org/ende?lp=ende&p=eL4jU.&search=homogeneous
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For establishing the impact non-quality has and the efficiency of the 
measures used to eliminate it, quality costs are being used and managed, 
more exactly the costs related to quality.  

In economical praxis - activities, together with added value and their 
results are being measured throughout cash, costs; very close to the selling 
price are the production costs; going back to quality products, the expenses 
for achieving a certain quality level represent the quality cost.  

This is why identifying and measuring non-quality must be insured 
throughout quality costs. An important instrument for quality management 
is the quality balance sheet, which constantly compares current costs with 
history costs, realized costs with predicted costs and the economic-financial 
effects of improving the structure and dimensions of quality costs and 
quality in general.  
 In our country’s economical praxis the quality costs structure is 
preferred under three categories: 

1) Costs for preventing flaws (the term damage means “not measuring 
up to standards”) 

2) Costs for identifying flaws 
3) Damage or non-quality costs. 

Costs related to quality, they do not add anything to the products 
value they only raise the total production costs. 

In analyzing quality costs, the following objectives should be 
followed in order to implement such a management system: first of all 
identifying opportunities, while afterwards highlighting non-quality as a 
means of productivity and showing that resources can be used in a more 
efficient manner. 
The purpose for which quality costs must be known is to insure that things 
are being carried out thorough the first time, but also each and every time.   

When workers use their time doing what they have to do and for 
which they are paid, their productivity is higher then of those who have to 
redo certain activities because of the inferior quality; 

- Help in choosing their direction of action, identifying the bad 
and very bad situations and according to these settling the objectives; 
objectives which turn into actions for eliminating deficiencies; 

- Sensitizing the staff. Communicating with the staff and insuring 
quality management is being carried out through numbers, throughout these 
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numbers the staff can better evaluate and understand more exactly existing 
non-quality in the company and its impact; 

- Monitoring the improvement actions. Measuring the achieved 
progresses and encouraging these, through quality costs management and 
highlighting their evolution in dynamics. 

Knowing the importance of quality costs is not enough. In order to 
use such information they must be correlated. Throughout the process of 
gathering this information, the company’s management becomes more 
aware of the quality costs. The process itself is good for the company in 
many ways. Information about quality costs offers knowledge about the 
contribution of the expertise staff (insuring quality) to the company’s 
profitability. 

The main reason in creating a system for monitoring quality costs is 
that, that the balance sheet does not measure quality costs. Certain 
categories of quality costs are being calculated very difficultly; they must be 
estimated, appreciated on many occasions.  

Taking into consideration the great variety of potential cost 
elements, it is to be expected that the sources of information may be very 
different as well. Probably the majority of dossiers and records in a 
company can be used as sources of information for quality costs; this 
depends on the size of the company, the range of activities, the complexity 
of the accounting system and the degree of standardization of the quality 
management system.  
  In this sense discussing with the heads of the different departments 
and the staff is very important (there may also be personal records related to 
certain costs), but especially with the accountant (or the person authorized 
as financial controller), because these know the best data sources for each 
and every category of costs.  
 Here are some possible data sources regarding quality costs: general 
and analytical accounting; beforehand supply calculus; commercial 
contracts, supply contracts; forms for justifying different expenses; records 
of the fabrication , inside notes regarding products which do not meet 
quality standards; client’s complaints register; records regarding guarantees, 
misunderstandings; staff records, their training; questionnaires completed by 
the staff. 
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  Success and survival of a company are being generated by its ability 
to continuously adapt to the environment in which it evolves. This 
capability is always being supported by the information system. 
 Specialists have come to the conclusion that non-quality transferred 
into costs may come to represent 25% of the turnover of a company. Here 
we do have an unused productivity resource, a niche that can be used in 
order to raise the company’s efficiency.  
In order for such a system to be efficient, it must respect certain requests:  

- the gathered information must correspond to the analyzed period; 
- a correct identification of the information; 
- when certain costs can not be calculated, but only estimated, these 

estimations should be made based on an information or a field 
considered to be representative; 

- for starters being preoccupied with collecting and analyzing only those 
categories of costs, which can be controlled. 

Developing a quality cost system implies following the next steps:  
1.Obtaining the support of the top management. 
2.Gathering a group in order to study quality costs. 
3.Defining quality costs. 
4.Establishing the procedures for collecting quality costs. 
5.Obtaining the staffs support, training the staff. 
6.Developing the system, testing. 
7.Implementing and observing the system, periodical reports. 
8.Enlarging the system; including all operation areas. 

For determining and estimating these costs, the existence of a quality 
management system, according to the ISO 9001 requirements, is very 
suitable. According to the process-oriented approach of this standard, within 
a company these are the processes involved: Marketing; Offering, 
Contracting (also “client relationship”); Development; Supplying; 
Manufacturing; Reparations; Clients property; Commercializing.  

Likewise for setting up an information system for determining and 
analyzing quality costs, a management accounting system must exist and 
function, which collects different cost articles that form the quality costs.  
Cost elements related to quality are: 
A. Damage costs – Internal costs 

1.Products that were not accepted, because they did not correspond to 
standards 
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2.Reconditioning, reparation 
3.Losses from declassification 
4.The cost for analyzing flaws 
5.Costs due to time loss, to not respecting terms for different activities 
6.Losses due to work conflicts, absence, staff fluctuations (internal causes) 
7.Losses due to certain program cancellations 
8.Costs for loosing certain suppliers 
9.Losses through maintaining big stocks 

10. Losses through loosing certain research programs, new product 
technologies development, at the research and development level.  

B. External costs 
1. Client complaints 
2. Returned products 
3. Compensatory and penalty costs for damages, penalties for running late 

with the delivery, insurance policies for covering the juridical 
responsibility 

4. Expenses with insuring service for the products still in guarantee, 
replacing products in guarantee 

5. Losses through not on time debts recovery and actions for debts 
recovery 

6. Loosing some clients 
C. Quality evaluation costs – are the costs generated by the activities 
that wish to determine the degree of product accordance with the 
settled specifications, or the costs that accrue so that products that do 
not meet quality standards, will not reach the client. 

As to what the management information system of the quality costs 
is concerned, the bureau for quality analysis has among other duties 
collecting these quality identification costs. These costs will be divided into 
the following accounts: 
Account 301”Identifying products quality” which will contain material 
expenses with: Inspections and attempts of the acquired materials; 
Inspections and attempts of the fabrication flow; Reception of the finished 
products; Maintenance of the inspection equipment; Laboratory tests; The 
papers regarding inspections, attempts; Materials destroyed throughout 
different attempts; 

These expenses refer to amortization or utilization of the machines 
and the equipment used in quality inspections, the cost of different materials 
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used in flow inspections or in laboratories, the value of the destroyed 
products during probation and attempts.  
Account 302 “Expenses with the staff responsible for quality insurance 
and control” which will include expenses with the staffs salary from all 
activities related to this activity, to these we will add legal contributions and 
other bonuses received by the staff.  
Information comes from analytical accounting or from the human resources 
department.  
D. Prevention costs – they represent the costs generated by the activities 
undertaken in order to prevent and reduce costs. 
This category of costs regarding quality will be approached related to the 
existing processes: 
- The marketing process, offering, contracting, commercializing; costs with; 
- The research, development, process; 
- The supply process; 
- The production process (it also includes the repairing process); 
- The process for insuring quality and control; 
Once we know the quality costs, one must react and find solution to reduce 
or eliminate them. This is why some priorities must be set. The following 
steps must be followed: 
Step 1: We mainly concentrate on the external damage costs, because these 
harm the company’s image. But if a high level of the internal damage costs 
was set, compared to the external ones, one will mainly try to influence the 
internal costs.  
Step 2: The ranking decreases together with the level of the damage costs, 
the Pareto method is being used for this; as a consequence the costs which 
represent about 70% of the total damage costs are set, by this a first goal 
was set. 
Step 3: Among the costs set at step 2 the causes which generate these 
unfortunate situations are being set and the possible remedies; this 
information can be collected from the compact situations of the information 
program, which guides you to other existing registrations of the company;  
Step 4: As a conclusion of the third step the necessary budget for interfering 
is being set; 
Step 5: The net benefit of each and every analyzed cost article is being 
calculated;  
Net benefit = Value of the damage cost – necessary investments for actions 



FACULTATEA DE MANAGEMENT AGRICOL  

First of all one will intervene on those cost articles, which have higher net 
benefits.   

In principle, arnica can be cultivated, only the raw material is 
considerably more expensive than arnica from wild collection. Low wages 
in the source countries such as Romania contribute to the competitive price 
of wild-collected arnica on the international market. Taking into 
consideration the fact that Romania has accessed to the EU the costs of 
labour in our country will increase and within a few years, the country may 
no longer be a cheap source for arnica. If cultivation techniques are adaptive 
enough, arnica cultivation could be introduced in Romania; arnica ‘fields’ 
would most likely be located in easily accessible places and not in remote 
areas, where arnica is collected today. 
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