
In the last century, many regions of the world transitioned from agricultural 
to industrial and service economies. Consequently, a large fraction  
of the global population no longer feeds itself, but relies on others for its 
supplies, leading to the emergence of global food supply chains. These 
supply chains involve countless partners and interfaces, and require highly 
advanced logistics that are growing in complexity by the day. However, 
where there is complication there may be error. And error may lead to 
harm. These facts have a significant impact on the casualty risk landscape.

Casualty Risk Trends  
Food industry 



Trend         Casualty relevance
What can insured’s do to minimise  
these risks?

What is important to bear in mind when 
insuring these risks?

Full traceability of supply chains 
 
In complex supply chains, the responsibility for product safety is shared among many 
different business partners. While most of these partners do not even know each 
other, they all have a central role in ensuring the quality of the harvesting, 
processing, manufacturing, transportation and packaging processes. Therefore,  
full traceability of the supply chain can help address not only food safety issues but 
also value chain efficiencies and food fraud, and emerging tech solutions, such as 
block chain, promise to provide end-to-end supply chain visibility in a quick, trusted 
and protected way. 

   

Severity of food related incidents 
 
Foodborne illnesses are often infectious or toxic and caused by bacteria, viruses, 
parasites or chemical substances entering the body through contaminated food or 
beverages. In recent years, it has become clear that the severity of food-related 
incidents has increased, largely due to the globalization of the food supply chains, 
meaning an increased range and speed of (unsafe) product distribution – given the 
swift distribution of products across multiple regions, local incidents can quickly 
evolve into international emergencies. Serious foodborne disease outbreaks have 
occurred on every continent in the past decade, several of which were amplified  
by globalized trade, and which resulted in major insured – and uninsured – losses.

 

 ̤ Ensure extensive testing of microbiological 
contamination e.g., raw, end product and process 
control. 

 ̤ Implement suitable food safety standards, such as BRC, 
IFS or ISO 22000 and improve procedures for global 
large-scale recalls. 

 ̤ Strive to improve quality standards continuously to  
eradicate design and manufacturing errors as far  
as possible.

 ̤ Evaluate the insured’s vulnerability to severe food related 
incidents in terms of product portfolio and range of 
suppliers and customers. 

 ̤ Understand the insured’s operational measures to control 
such vulnerabilities, e.g., batch sizes for key products. 

 ̤ Understand potential accumulation scenarios based on  
a thorough analysis of main large losses in the industry.

New regulatory initiatives and laws 
 
Changes in the regulatory context for enhancing food safety, such as the 2011 Food 
Safety Modernization Act (FSMA) in the U.S. or recent amendments to the Food 
Safety Law in China (which consolidated responsibility for food safety under the 
State Administration for Market Regulation, SAMR) are likely to drive an increased 
frequency of food recalls, for example through more stringent controls. In addition, 
consumers are becoming more aware of risks, better informed about their rights,  
and demand their rights to be addressed. Social media plays an important role in 
propagating and addressing these issues.

 ̤ Follow regulatory changes closely and be ready for 
implementing these changes.  

 ̤ Monitor consumer complaints trends, warranty claims 
and social media for early safety signals. 

 ̤ Minimize weaknesses in recall preparedness by 
implementing or updating procedures in compliance 
with regulatory reporting requirements.

 ̤ Closely monitor changes in government regulations and 
their impact in specific markets; understand the impact  
that such developments may have on a recall portfolio. 

 ̤ Understand the insured’s position and responsibilities along  
the supply chain and apply the relevant underwriting and  
costing approach.

Functional food and dietary supplements 
 
An increasing number of consumers are motivated to seek out healthy food and 
beverage products intended not only to satisfy hunger and be nutritious, but also  
to give an “added benefit”. These benefits may consist of maintaining or enhancing 
physical and/or mental well-being or reducing the risk of diet-related diseases. 
However, with a few exceptions, these benefits are not proven. Further, the long-
term effects of these food types and supplements are often unknown and may  
bring additional risks as compared to traditional food, such as accumulative effects  
over longer periods and combination effects from different ingredients.  

 ̤ Establish clear protocols to prevent contamination with 
trace elements, chemical contaminants or unauthorized 
substances. 

 ̤ Retain key documents about product testing and 
acceptance criteria, which should be readily accessible 
in the event of a claim/dispute. 
 

 ̤ Institute proficient marketing and post-marketing 
support teams to ensure regulatory compliance,  
and react promptly to regulatory developments.

 ̤ Monitor regulatory changes and litigation trends closely,  
as functional food and dietary supplements markets 
develop rapidly. 

 ̤ Understand the insured’s exposures derived from 
alternative commercialization channels such as internet 
sales, as well as those related to the raw materials supply 
chain.  

 ̤ Focus on issues around false advertising and incorrect 
labeling.
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 ̤ Institute proficient marketing and post-marketing 
support teams to ensure regulatory compliance,  
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 ̤ Understand the insured’s exposures derived from 
alternative commercialization channels such as internet 
sales, as well as those related to the raw materials supply 
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 ̤ Apply a global Total Quality Management System (TQM) 
to handle technical and logistic complexity. Such systems 
should be updated and tested on a regular basis. 
 

 ̤ Embrace new technologies for managing risks around 
the food supply chain and food traceability. 

 ̤ Prepare to quickly identify the root cause of a defective 
product issue, to contain the problem and initiate a 
remediation plan. Assert recall preparedness regularly 
(e.g., through mock recalls). 

 ̤ Closely monitor consumer and sales trends across 
regions to e.g. optimize logistics or relocate production/ 
warehouse facilities. 

 ̤ Monitor developments in the global food supply chain  
and evaluate the liability implications of these changes. 

 ̤ Understand the insured’s position and responsibilities  
along the supply chain and apply the relevant underwriting 
approach(es) related to recall or product liability. 

 ̤ Evaluate the insured’s exposure across different regions as 
well as the systems in place to comply to product quality 
standards.
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