Case studies

Product
contamination & recall
Why you need insurance protection
Product contamination and recall cases continue to increase and in certain
sectors have reached unprecedented levels.

What we cover
Confectionary
A large global confectionary brand
recently recalled 55 million of their
chocolate bars after a consumer in
Germany reported finding a small
piece of plastic in one of their products.
The company decided to withdraw all
potentially affected products from 55
markets leading to costs estimated to
exceed €10m.

Comprehensive risk management practices and procedures can help to
reduce the risk of encountering a recall but firms of all sizes remain more
vulnerable than ever. Allianz’s product contamination and recall insurance
cover offers the support clients need for when they need it most.

On average €156,000 per day are
paid on recall claims *
Why are recalls increasing?
– Complex and consolidated supply chains
Complex supply chains are difficult to control whilst
firms with limited suppliers are exposed to costly
production stoppages.
– I ncreasing product safety regulation
Compliance with territory specific requirements is
complex and requires constant monitoring and
resource.
– T
 echnological advances in testing
Testing technologies such as DNA testing make it
increasingly easy to identify the source of
contamination cases.
– A
 llergen management challenges
Allergen related recalls have increased rapidly either
because the ingredient hasn’t been listed correctly
on the product label or cross contamination has
taken place in the manufacturing process.
– E
 conomic pressures/cost-cutting
Recalls have increased due to inadequate resources
being in place to manage product quality as well as
site and machinery maintenance.
– R
 ise in consumer awareness/use of social media
Brands are constantly under scrutiny by the media.
Bad news spreads extremely quickly and regardless
of it’s accuracy, can be extremely damaging.

*	
AGCS analysed 367 dedicated product recall claims with a total value of €312,421,913,
recorded for the accident years 2012 to 2016 and up to June 30, 2017

Pre-recall costs
Costs to investigate and test products so you can determine next steps.
Inspection and Testing Costs
Training and Technical Consultancy Support

Recall costs
Costs to cover the planning and management of the recall process.
Product Transportation, Storage and Disposal
Redistribution Fees

Eggs
In Europe, millions of eggs were
recalled due to a Fipronil
contamination.
Millions of chicken eggs were blocked
from sale or withdrawn from the
Netherlands, Belgium and Germany
with a large European retailer also
removing all eggs from over 4,000
German stores.
Dutch farmers have claimed €33m in
damages as a direct result of culls as
well as a number of other costs
associated with the issue.
Mobile phones
A reputable electronics manufacturer
recalled their mobile phone products
after a number of reports were
received of handsets setting on fire or
exploding.
 ver 2.5 million handsets were
O
involved including 1 million handsets
that had already been sold. Production
ceased and all handsets globally were
recalled costing the company an
estimated US$5.3 billion.

81% of companies rated the risk of a recall
as ‘significant’ or ‘catastrophic.
GMA, “Capturing Recall Costs: Measuring & Recovering the Losses, 2011”

Media Costs
Retailer Fees
Crisis Management Consultancy Support

Post recall costs
Clean and prepare the affected site, cover the loss of gross profits
directly attributed to the issue and support the marketing efforts to
recover brand reputation and lost sales.
Site Clean and Repair Costs
Loss of Gross Profits
Sales Rehabilitation Costs

Additional coverage information can be found at:
www.agcs.allianz.com/services/liability/crisis-management/
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Target risks
Food and Beverage
Bakery products
of all types

About WorldAware
Consumer Goods
Communication and
media equipment

WorldAware offer 24/7 global crisis management assistance support to
Allianz product contamination and recall insureds. WorldAware operate
in over 120 countries providing access to locally based industry specialists
who can support the training, auditing and crisis management needs of
Allianz clients.

As Allianz we are…
a company with over

Beverages
(soft and alcoholic drinks)

Co-packers
Dairy products
(excluding Milk Powder)

Flavourings
(finished product)

Cosmetics

Furniture

Pre-incident services
Offering a range of training, auditing and procedural support services to
ensure clients have the best possible risk management practices in place.

Gas appliances
and components

– Q
 uality Systems Testing and Development
– Company and Supplier Site Auditing
As an additional policy benefit, Allianz clients receive up to 10%
of their premium to be used on WorldAware’s services.

Hobby/Sport equipment

Pantry products/
Canned goods

Household cleaning
products

Restaurant chains

Kitchen/cooking accessories

Response services
In the event of an incident, 24/7 advisors are available to provide
crisis management advice and support as well as provide a range
of support services to help manage the issue effectively.

Sausage and other
prepared meats

Lighting equipment

– Support from dedicated Product Recall Specialists

Seafood and fish

Protective equipment

Snacks (Crisps, popcorn,

Stationery

– Regulatory Advice and Support
– Crisis PR and Communications Support
– Product Testing and Analysis
For more information please visit: www.worldaware.com
Soups

Brown Goods

Tobacco products

White Goods

Pharmaceutical
Over the counter
pharmaceutical products

Automotive

Auto Components (tier 2+)

Thresholds
Minimum turnover			

GBP £50m

Minimum self-insured retention

GBP £100,000

86 million

Europe’s largest insurer
based on market value

present in over

70 countries

global leader in travel
insurance, assistance
services, and credit
insurance

– C
 risis Planning and Scenario Exercise Support

Oils
(finished product)

salted & roasted nuts etc…)

trusted partner
for more than
customers

– A
 ccredited Technical Training Courses
– R
 ecall and Business Continuity Process Development

Electronics

140,000 employees

in business for
over 125 years

1890

gold rated in the Dow
Jones Sustainability Index

All figures as per December 31, 2016
Rankings insurance business based on revenues; asset management based on assets under management; sources: company reports

Claims
Claims philosophy on complex losses
Specifically on reservation of rights,
We recognise that each claim
AGCS abide by established AIRMIC
will be unique and for complex
protocols (Reservation of Rights
claims, requiring a higher level of
-version 1 / Speed of Settlement).
attention, we have developed a
We aim for transparency with all
seven-step guide:
stakeholders throughout the claim
1.	Acknowledgement of the claim
process, so there are no surprises.
2. Factual investigation
The engagement of service providers
3. Coverage analysis
are sought on a case by case basis
4. Assessment of liability
and upon the evaluation of the
5.	Communication and updates to
claims handler. The choice of service
the client
provider is normally set out in the
6.	Ongoing dialogue with the client
agreed protocols, but AGCS are
and other parties
flexible in the choice of provider as
7.	Amicable settlement/defence on
and when required.
behalf of the insured, payment
depending on outcome of liability.
Recall preparation is key
1. Have robust traceability for all ingredients, inputs and suppliers.
2. Ensure you know every link in your supply and distribution chain.
3. Train all staff to ensure fast, efficient recalls.
4. Test your plan regularly.
5.	Invest in a quality-assurance programme that evaluates and updates
all recall procedures.
6.	Have a crisis communications plan to alert all stakeholders.
7. Be prepared for all outcomes.
8.	Ensure you have considered contingency options, do you have backup
suppliers and production options should a failure occur?
9. Log every action you take and be sure you can justify them.
10. Remember that a recall doesn’t have to be a crisis if you’re prepared!

