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Viewpoint: Livestock insurers face rise in pandemic
risk exposure on multiple fronts
By Graham Plaister, Sedgwick International UK

The threat posed by viruses to livestock producers in the UK remains high and, on many levels, dif�cult to
mitigate

WHILE THERE ARE INSURANCE PRODUCTS FOR PRODUCERS AFFECTED BY
ASF, TAKE UP IN THE UK HAS BEEN LOW
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Although 2020 will be remembered for the Covid-19 global pandemic, the livestock sector has also seen the
rapid spread and threat of virulent viruses across several continents in the past 12 to 24 months: most
notable avian �u in poultry, African swine fever (ASF) in pigs and, to a slightly lesser extent, blue tongue in
sheep and cattle.

Fortunately, only avian �u has breached UK borders, but last year saw a very steep rise in the number of
outbreaks across commercial, wildlife and backyard poultry. In early November 2020, the UK’s Department
for Environment, Food and Rural Affairs (Defra) raised the risk level for avian �u incursion in wild birds from
“medium” to “high” and prevention zones and measures were subsequently introduced.

In 2020, the �rst reported outbreak of the highly pathogenic form of the virus H5N8 came at the beginning of
February in Saudi Arabia, where more than 22,000 birds were killed within a few weeks. The disease then
spread to Russia and Asia. During the summer, the disease was then detected in wild waterbirds in western
Russia and Kazakhstan, which would migrate into northern and western Europe. This raised concerns of an
increased risk of outbreaks in the autumn.
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At the beginning of October 2020, the �rst case was discovered in samples from wild birds in the
Netherlands. Since then, a signi�cant number of outbreaks have occurred across much of western Europe.
Outbreaks continue across the Middle East and central and east Asia, although here in the UK and in western
Europe we are coming to the end of the high-risk period between November and February.

Biosecurity measures

Because of the spread of avian �u by migratory wild birds, it was only a matter of time before outbreaks arose
within UK commercial �ocks. The consequence of an outbreak for UK producers and processors will be the
implementation of biosecurity measures. Organic and free-range �ocks could also see their status changed,
meaning lower values for eggs in the short term.

The biggest �nancial impact will be for producers that need to dispose of �ocks that become infected.
Government compensation is available for birds that are contiguously culled at the site, but not any infected
birds. However, the biggest cost to the producer will be the secondary cleaning and disinfection of the site,
which can easily run into hundreds of thousands of pounds and take at least three months before re stocking
is permitted.

We have recently dealt with a case at a breeder bird unit whereby if the restocking date was missed, the
�nancial implication could have had a signi�cant knock-on effect to the wider business chain for up to two
years.  Fortunately, in this case re stocking was undertaken on time and all aspects resolved within roughly
three months.

There are several insurance products available on the market and, provided they are set up correctly, these
will help producers with the �nancial risks. There is strong interest in these products and uptake by
producers is increasing year-on-year.

Last year the World Organisation for Animal Health reported ASF is the biggest threat to commercial pig
production the industry has ever seen. It is predicted the viral disease will have killed quarter of the world’s
pig population before the epidemic is brought under control. China has nearly half of the world’s 800 million
pig population and is the worst-affected country. The EU represents the second-largest region of production
with 148 million. The US is third with 78 million (�gures from Statista).

The disease was �rst identi�ed in sub-Saharan Africa in 2007 and has a mortality rate of up to 90%. It
survives in faeces, urine and blood as well as pig meat and can survive for months in smoked, dried and cured
meats and possibly years in frozen meat. The virus can be transmitted through direct contact with infected
pigs, indirect contact through feeding infected pork or pork products and contaminated vehicles, clothes and
equipment and so on.

Since the �rst outbreak of ASF in China in August 2018, it has been estimated 60% of the herd has been lost
to the disease, which has since swept outwards across south-east Asia and through eastern and central
Europe. The disease is now present in more than 50 countries, spreading as far west as Belgium and
Germany, which is Europe’s largest pig producer.

To date, the UK has remained unaffected by the disease, mainly by virtue of having no land borders with
continental Europe and stringent import controls. The risk of entry of the ASF virus in products of animal
origin from affected countries, including from illegal imports, remains at a “medium” level status, according
to Defra.

Culling

If the UK cannot keep the disease out, there will be the inevitable culling of infected and neighbouring herds,
but the physical restrictions imposed on the pig industry will also cause major dif�culties. Pig production is
a continuous �ow operation, particularly on multi-site operations. Furthermore, any extended protection
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and surveillance zones around cases could result in �nancial impacts on the wider rural and tourist sectors
through restricted access to the countryside, which could spiral into billions.

There is statutory government compensation available to producers, whereby if a farm is directly affected by
the disease, compensation at 50% of the value of a pig per animal is paid. If there is contiguous culling of
neighbouring units, 100% of the value will be paid. However, there are likely to be signi�cant and costly
clean-up costs that will have to be borne by the producer. Also, restocking and loss of revenue will also have
�nancial implications.

There are some insurance products available for producers whose premises are directly affected by ASF.
Although there has been some interest, it appears there has been little uptake among UK producers so far.

It is hoped the risk of pandemic disease can be controlled by scienti�c advancements coupled with improved
knowledge of manging outbreaks but the threat to livestock will be high and, on some levels, inevitable.

Graham Plaister is principal specialist, agriculture and rural enterprise at Sedgwick International UK


