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Viewpoint: Market faces surge in product recall
claims post-Covid
By Chris Harvey, Sedgwick

In the current environment, getting products to market is challenging enough but once there, ‘in-market’
risks and challenges will continue to increase exponentially

BY Q4, RECALLS IN THE PHARMACEUTICAL CATEGORY WERE ALMOST BACK
TO THE SAME AS Q4 2019
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Product-related risk is one of the biggest challenges businesses face today.  Defective products not only pose
a serious safety risk to the public but can also cause signi�cant �nancial and reputational damage to the
companies concerned. Indeed, brand and reputation are the most valuable and vulnerable assets a business
has.

Brands embody and encapsulate everything a business does and its customers expect. With the growing
value of brands comes the increased need to protect the company from the legal, �nancial, operational and
marketing impacts arising from in-market challenges, ranging from product recalls to marketplace
remediation.

Since the beginning of 2020, the spread of Covid-19 has severely affected the global economy, with the
fallout from the virus being felt around the world. These are incredibly uncertain times for markets, with
countries suffering the destabilising effects of the pandemic. It has forced us all to �nd new ways of working,
interacting and living.
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It has raised questions about how our societies are ordered and about where we want and need to invest for
the future. It has also had signi�cant impact on industry. The magnitude of this is unknown. However, some
industries, particularly those with global supply chains and a heavy reliance on ef�cient manu facturing, will
feel the effects more than others.

Conditions in the macro environment will always have a knock-on impact on product recalls. Across every
category there has been signi�cant year-on-year declines in recall notices as industry output slows, focus
shifts to the production of much-needed supplies to virus-stricken countries and the �nancial fallout creates
job losses and cutbacks, affecting consumer spending.

However, as the regulatory landscape continues to become more robust, supply chains grow more complex,
customers’ expectations increase, social media in�uence rises and economic pressures increase, product
recall exposures will continue to grow in nature and again in number.

 

Outlook

Online shopping has been a gift to millions during the pandemic and for the businesses that simply would
not have survived without it. Unfortunately, for consumers it has also brought the risks of buying online –
namely fraud resulting from making payments to unsecured web pages and counterfeit goods.
Correspondingly, businesses have had to diversify to survive.

A report by Internet Retailing said more than 85,000 businesses launched online stores or joined online
marketplaces between March and July 2020. This followed reports more than 750,000 businesses had to close
their doors during Covid-19.

In addition, a new generation of disruptive brands are shaking up retail direct-to-consumer (D2C) e-
commerce companies that build, market, sell and ship their products themselves, without relying on
traditional stores or other middlemen. This allows D2C companies to sell their products at lower costs than
traditional consumer brands and to maintain end-to-end control over the making, marketing and
distribution of products.

In the process, these new brands are radically changing consumer preferences and expectations. These well-
positioned start-ups are competing with some of the biggest retail brands by rethinking not just the product,
but the entire retail model.

Over the course of 2020, we have compiled quarterly brand protection recall index reports as an essential
reference for manufacturers and retailers seeking impartial and reliable perspective on past, present and
future recall product safety trends throughout Europe. Regulators and business leaders alike are looking
ahead to a post-pandemic world and a continuation of what has been one of the most turbulent eras for
business.

Getting products to market is challenging enough, but once there “in-market” risks and challenges will
continue to increase exponentially. There really has never been a more important time for companies to be
primed and ready for any recall or market withdrawal situations. Being prepared for risks is essential; having
the capabilities to act quickly and effectively is critical.

 

Evolving product risk landscape
Within European countries ranking among the highest in the world in terms of virus cases, Covid-19 has
undoubtedly caused one of the biggest challenges faced in modern history. As the world remains under
threat from repeated waves, markets are cautious, and stability still hangs in the balance for all industries.
For example:
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Pharmaceutical recalls down 40%

Arguably the most important industry of 2020, it was no surprise pharmaceutical recalls in Europe dropped,
the most signi�cant of which coincided with the outbreak of Covid-19. However, by Q4 2020, recalls in this
category were almost back to the same as Q4 2019, indicating wider research was resuming and testing was
back on track.

Medical device recalls fall 28% – a dramatic drop

Decisions to manufacture Covid-19-related equipment in the UK and the US saw recalls of UK-made devices
drop 74% and noti�cations decline 98%. It is our belief the blurred lines between wearable tech and med tech
will result in more recalls over the course of 2021, including those made in the UK.

Automotive recalls down 5% on 2019

For an industry that is notoriously safety conscious we expect levels to rise in line with production output in
2021 and the race to “go electric”. With increasing government focus on climate change and growing
consumer demand, the number of electric cars could reach 100 million by 2030 (according to the
International Energy Agency), compared with just seven million today. However, the growth of electric cars
comes with a host of new risks and claims scenarios for manufacturers, suppliers and insurers. These risks
include potential defect and performance issues; more complex and costly repairs; new �re and cyber
threats; and even reputational issues related to sustainable sourcing and disposal of critical components and
raw materials for batteries.

Electronic recalls up 23%

This suggests the possibility that with most shops closed for considerable periods, unscrupulous
manufacturers were able to take advantage of people who had no choice but to buy products from online
marketplaces. Revenge shopping will be a key trend among consumers in 2021, which means demand is
going to go up, as will recall volumes.

Clothing recalls down 17.4%

That said, recalls due to chemical faults are rising and consumer awareness campaigns are pushing industry
to rethink its commitment to the circular business model.  This will result in a rise in clothing recalls – as
will political moves like the boycott of one of the world’s largest cotton-producing regions.

Toy recalls down 6.6%

This industry had a better year than most with children stuck at home due to Covid-19. We see with interest
that in the last quarter of 2020, wooden toys were the most recalled product, suggesting this particular trend
is starting to take hold.

Chris Harvey is senior vice-president, client services at Sedgwick


