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Abstract

Service companies, notably in finance, have adopted 6 Sigma since the early
2000s to minimize quality defects and recognize quality costs like Cost of Poor
Quality (COPQ). However, a survey of 45 recognized companies revealed a gap
In incorporating quality costs, suggesting a need for improvement. This study
aimed to fill this gap by exploring a suitable quality cost model for the financial
service industry, using the Prevention, Appraisal, Failure (PAF) model. The
research found limitations in the existing PAF model, such as structural
ambiguity of consumer expectations and the need to calculate consumer input
costs based on the co—producer status in service production. A case study of
non—life insurance company D's quality cost model was introduced to overcome
these. This model introduced the concept of innovative quality, set it up
periodically, and used the value chain to derive quality cost items. The research
utilized the Cost of Poor Innovation (COPI), expanded from the PAF quality cost,
as a quality cost model. While research on financial service industry's quality
cost in Korea is nascent, this study offers a new approach, expected to

contribute to future quality cost management by enhancing their recognition.
Keywords: Cost of Poor Innovation, Prevention Appraisal Failure Model, Quality
Cost, Service Quality
A4A(20243 029 199), 3L (2024 039 229), AANTAHL(20243 03€
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