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Exercise 2 Model Answer 

A company manufactures footballs. In recent times, it has found that the 

standard of its quality control has declined. 

The leather used to make the footballs is not inspected by the company before 

the footballs are made. 

The completed footballs are inspected and, on average, 60 footballs per month 

are found to have faults. Of these, 15 have serious faults and have to be 

scrapped. The remaining footballs are sold to a sports discounter as ‘seconds’ 

at a discount of £9 on the normal selling price per football. 

An additional 25 footballs are returned by retailers due to faults that have not 

been identified as part of the company’s quality control process. The retailers 

do not have to pay for these footballs, and they are replaced. As a result of the 

faults, some retailers do not reorder from the company. 

Any footballs which are returned to the company by retailers are sold on as 

‘seconds’ at the reduced selling price per football. 

The variable cost of manufacture is £14 per football. 

Tasks 

Identify the costs of quality, expressed in both quantitative and qualitative 

terms and state which of the four types of cost of quality each cost should be 

assigned. 

Suggest how improvements could be made by applying Total Quality 

Management (TQM) principles. 

  



Costs of Quality 

Cost of scrapping footballs 

15 footballs per month x £14 cost per football = £210 per month. 

This is an internal failure cost as the faults were identified by the company. 

Cost of selling footballs identified as faulty as ‘seconds’ 

45 footballs per month x £9 cost per football = £405 per month. 

This is an internal failure cost as the faults were identified by the company. 

Cost of selling footballs returned by retailers as faulty as ‘seconds’ 

25 footballs per month x £9 cost per football = £225 per month. 

This is an external failure cost as the faults were identified by the retailers. 

Additional qualitative external failure costs exist in the form of a loss of 

goodwill, as some retailers do not reorder from the company. 

 

How Improvements Could be Made 

Improvements that could be made include inspecting the leather when it is 

received by the company to ensure that is of an appropriate quality. The 

company could also work with its suppliers to obtain guarantees regarding the 

quality of leather supplied or investigate finding suppliers who are able to 

consistently supply good quality leather. Additionally, quality control staff 

should be trained to identify any faults that could result in retailers returning 

footballs to the company. 


