
 

Protec'ng Your Brand: The Importance of Product Recall Insurance 
in Food Manufacturing 
In today's highly compe33ve and fast-paced business environment, the last thing any food 
manufacturer wants is to deal with a product recall. Not only can product recalls be extremely costly, 
but they can also damage a company's reputa3on and consumer trust. Product recall insurance can 
help protect your business from these risks and provide you with the peace of mind that comes with 
knowing you're covered if something goes wrong. 

From 2012 to 2021, Food Standards Australia & New Zealand (FSANZ) managed a total of 776 recalls, 
with 80 of them occurring in 2021 alone (see Figure 1 below). These recalls can have a significant 
impact on a company's boPom line, with costs ranging from direct expenses like shipping and 
storage to indirect costs such as lost sales, legal fees, and damage to the company's reputa3on. 

 

Figure 1: Food recalls by the year 2012-2021 by FSANZ  

 

This is where product recall insurance comes in. Product recall insurance helps companies in the food 
manufacturing industry cover the costs associated with recalling a product due to contamina3on or 
other safety issues. It can cover expenses such as shipping, storage, and disposal of the recalled 
product, as well as costs associated with no3fying customers and conduc3ng inves3ga3ons. 

 



 

Why is Product Recall Insurance Important in Food Manufacturing? 

The food manufacturing industry is highly regulated, and companies are responsible for ensuring the 
safety and quality of their products. If a product is found to be contaminated or otherwise unsafe, it 
may need to be recalled. Product recall insurance can help mi3gate the financial impact of a recall 
and protect a company's reputa3on.  

Without product recall insurance, the costs associated with a recall can be significant. In addi3on to 
the direct costs of shipping and disposing of the product, companies may also face indirect costs 
such as lost sales, legal fees, and damage to their brand reputa3on. For small and medium-sized 
businesses, these costs can be par3cularly devasta3ng. 

 

Types of Food Recalls in Australia 

According to FSANZ Food recalls can occur at different levels, either affec3ng the trade or the 
consumers. 

• A trade recall targets products that have not been directly sold to consumers and instead 
requires recovering the items from distributors, wholesalers, and other facili3es such as 
hospitals, restaurants, or caterers. 

• A consumer recall involves the retrieval of the product from all stages of the produc3on and 
distribu3on process, including from consumers who may have purchased it. 

It is important to dis3nguish a food withdrawal from a food recall, as the former is not related to any 
public health or safety concerns. Rather, a withdrawal refers to removing food items from the supply 
chain due to issues such as being underweight or having a quality defect. 

What Types of Products are Typically Covered by Product Recall Insurance? 

Product recall insurance can cover a wide range of products, including packaged foods, beverages, 
dietary supplements, and pet foods. It can also cover both raw materials and finished products. This 
means that if an ingredient in a finished product is found to be contaminated, the en3re batch may 
need to be recalled. 

 

What are Some of the Risks Associated with Food Manufacturing that Make Product Recall 
Insurance Necessary? 

Food manufacturing involves many poten3al risks, including contamina3on from bacteria, viruses, 
and other pathogens and issues related to labelling and packaging. These risks can be mi3gated 
through good manufacturing prac3ces, but product recall insurance can provide an added layer of 
protec3on. 



 

For example, if a food manufacturer discovers that a batch of their products has been contaminated 
with Salmonella, they may need to recall the en3re batch. This could involve shipping the product 
back to the manufacturer, disposing of the product, and no3fying customers who may have 
purchased the product. The costs associated with these ac3vi3es can be significant and may include 
shipping costs, disposal fees, and the cost of no3fying customers. 

 

Why is food recalled? 

Food products are recalled when there is a report or complaint from stakeholders, such as 
manufacturers, wholesalers, retailers, government authori3es, or consumers. In some cases, a recall 
may also occur as a result of a food business's own tes3ng and audi3ng. 

Food recalls are typically categorised based on the specific problem with the product. These issues 
may include the following: 

• Microbial Contamina3on caused by pathogenic microorganisms like bacteria, viruses, or 
parasites 

• Foreign MaPer Contamina3on (e.g., glass, metal, or plas3c objects) 

• Chemical Contamina3on (e.g., cleaning products, pes3cides, machine oil, etc.) 

• Biotoxin Contamina3on (e.g., histamine in fish and paraly3c shellfish toxin in oysters) 

• Labelling issues, such as non-compliant labelling, incorrect lis3ng of food ingredients, 
incorrect date markings, or other errors related to food labelling 

• Undeclared allergens caused by incorrect labelling, inappropriate packaging, or cross-
contamina3on of the product with an allergen 

• Packaging faults can contaminate food or pose choking hazards (presence of glass/metal etc.)  

• Other issues that may trigger a food recall include the presence of unsafe levels of addi3ves 
or therapeu3c drugs. 

 

 

  



 

What are Some Best PracEces for Obtaining Product Recall Insurance? 

When obtaining product recall insurance, it's important to work with an experienced broker who can 
help you understand your risks and find the right coverage. Companies should also have a clear plan 
in place for how to respond in the event of a recall, including who will be responsible for no3fying 
customers and conduc3ng inves3ga3ons. 

Product recall insurance should be used as a last line of defence. It is essen3al that food 
manufacturers take steps to prevent recalls from occurring in the first place. This can include 
implemen3ng good manufacturing prac3ces, conduc3ng regular tes3ng and inspec3ons, and 
working with suppliers who also priori3ze safety and quality. 

Examples of Product Recalls in the Food Industry 

There have been many high-profile products recalls in the food industry in recent years, including 
recalls of strawberries due to foreign contamina3on (needles), eggs due to Salmonella 
contamina3on, and frozen vegetables due to a listeria outbreak. In addi3on to the financial impact of 
these recalls, they can also damage a company's reputa3on and consumer trust. 

Example Costs Associated with Food Recalls 

The costs associated with a food recall can vary depending on the scope of the recall and the severity 
of the issue. Some of the costs that companies may incur include: 

Ø Shipping and transporta3on costs to retrieve the recalled products from customers 
Ø Disposal fees for the recalled products  
Ø Refunds or exchanges for customers who purchased the recalled products  
Ø Legal fees and expenses for inves3ga3ng the cause of the recall  
Ø Public rela3ons costs to communicate with customers and rebuild trust in the brand  
Ø Lost sales and revenue due to the recall 

These costs can add up quickly, par3cularly for small and medium-sized businesses. Without product 
recall insurance, a company may not be able to afford to cover these expenses. 

 

What is the Difference Between Product Liability Insurance and Product Recall Insurance? 

While product recall insurance can help cover the costs associated with a recall, it is not the same as 
product liability insurance. Product liability insurance is designed to cover a company in the event 
that a customer is injured or becomes ill as a result of using their products. Product liability insurance 
can help cover legal fees, sePlements, and judgments if a lawsuit is filed against the company. 

Product recall insurance, on the other hand, is designed to cover the costs associated with recalling a 
product due to contamina3on or other safety issues. It can cover expenses such as shipping, storage, 
and disposal of the recalled product, as well as costs associated with no3fying customers and 
conduc3ng inves3ga3ons. 



 

 

How Does Product Liability Insurance Help with Product Recalls? 

While product liability insurance does not cover the costs associated with a product recall, it can s3ll 
benefit food manufacturers. In the event of a recall, having product liability insurance can help 
protect a company from the financial impact of lawsuits and legal fees that may arise from the recall. 

Product liability insurance can also help protect a company's reputa3on by demonstra3ng that they 
are taking responsibility for the issue and are willing to take steps to ensure it doesn't happen again. 
This can be par3cularly important for small and medium-sized businesses that may not have the 
resources to cover the costs of a recall on their own. 

Conclusion 

Product recall insurance is an essen3al part of risk management for food manufacturers. In a highly 
compe33ve industry, the financial and reputa3onal impact of a recall can be devasta3ng. By having 
product recall insurance in place, companies can protect themselves from the costs associated with a 
recall and demonstrate to their customers that they take safety and quality seriously. 

While product recall insurance is important, it's also essen3al for food manufacturers to take steps to 
prevent recalls from occurring in the first place. By implemen3ng good manufacturing prac3ces, 
conduc3ng regular tes3ng and inspec3ons, and working with suppliers who priori3se safety and 
quality, companies can reduce the risk of a recall and protect their customers and their brand. 

 


