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Overview
The liabilities and repercussions associated 
with product recalls are far-reaching and non-
discriminatory. While certain segments face higher 
risks than others, a look at recent recalls that have 
devastated companies in the food, toys, automotive, 
healthcare and pet nutrition industries paints a clear 
picture that virtually no business is immune. When 
a product recall impacts consumers’ health, safety, 
or quality of life, the entire supply chain spectrum 
is villainized—from raw materials and component 
manufacturers to manufacturing brands and all the 
way to the merchants who sell the finished product. 
There is no part of the supply chain that is immune 
from the effects of a recall and the responsibility 
to respond. With this villainization often comes 
expensive litigation and, potentially, business-
crippling compensatory measures. Nothing has the 
potential to bankrupt a company as quickly as a 
poorly-handled product recall. 

In this Whte Paper, we’ll explore the financial, legal, 
and reputational risks businesses face when products 
are recalled. We will also take a look at the systems 
and technologies successful companies have put in 
place to mitigate those risks.

The Terrible Toll Of recall liability
In recent years, several high-profile companies have 
been exposed to the massive financial and collateral 
toll of recalls, a toll that’s greatly exacerbated by poor 
preparedness resulting in inefficient response. But 
high-profile companies aren’t the only ones adversely 
affected when a recall is issued; in fact, many small, 
relatively unknown companies have recently become 
infamous and suffered major consequences as a result 
of poorly handled recalls. Consider the following 
examples impacting both large and small companies:

The Toyota Motor Company 
Through the first decade of the new millennium, 
Toyota was enjoying record-breaking worldwide car 
sales and subsequently setting records for automobile 
production rates. By the end of 2009, a series of 
widely-publicized and hotly contested accelerator 
pedal and floor mat problems forced a massive 
recall which, by January 2011, involved more than 
7.5 million vehicles. On the heels of the accelerator 
recall, Toyota was forced to recall 1.5 million more 
vehicles for anti-lock braking software and fuel pump 
problems. 

The Christian Science Monitor estimated that each 
Toyota dealership in the U.S. could lose from $1.75 
million to $2 million per month in revenue during the 

recall, for a total loss of $2.47 billion. The Toyota Motor 
Company acknowledged it could face losses totaling 
as much as $2 billion from lost output and sales 
worldwide. And, Toyota shares fell in value by 15% 
over a five-day period in January 2010. The toll of the 
class-action lawsuits has yet to be determined.

SunLand, Inc.  
As of this writing, several high-profile grocers 
including Trader Joe’s, Whole Foods Market, Target, 
Fresh & Easy, Giant Food, Harry and David and Stop 
& Shop are embroiled in a peanut products recall 
implemented due to salmonella contamination in 240 
peanut-based products distributed by nut and nut 
butter producer SunLand. To date, salmonella-tainted 
merchandise from SunLand has forced 56 brands to 
pull goods from their shelves after 41 people across 
20 states were infected after consuming the products. 
There’s no tally yet on the damages from this ongoing 
effort, which shut down the company’s production 
facilities for months. 

The massive recall occurred only three years after 
Peanut Corporation of America (a $25 million 
company) was forced out of business after being 
found to be the source of a massive salmonella 
outbreak in the United States during 2008 and 2009. 
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Only a year prior, a 600-case salmonella outbreak 
linked to Peter Pan peanut butter products forced 
ConAgra to spend nearly $80 million on the recall 
of every single jar of Peter Pan peanut butter in 
distribution. The company also estimated lost sales at 
approximately $55 million.

The New England Compounding Center 
Massachusetts-based pharmaceuticals manufacturer 
The New England Compounding Center (NECC) 
was shut down in October of 2012 after a 19-state 
meningitis outbreak was linked to tainted steroid 
injections produced by the company. To date, the 
outbreak is responsible for 32 deaths and nearly 500 
infections, though that number is almost certain to 
grow considering the estimated 14,000 people who 
received the contaminated steroid.  

The fallout continues; in addition to the evaporation 
of NECC, two affiliate companies were forced to 
eliminate 800 positions, new lawsuits are being 
presented daily, a surprise investigation at an 
unaffiliated pharmaceuticals compounding center 
resulted in its shutdown, and the head of the 
Massachusetts Board of Pharmacy was fired for his 
inaction.

Menu Foods 
Throughout 2007, several major companies were 
forced to recall more than 5,300 pet food products—
totaling more than 60 million containers—due to 
melamine contamination. Perhaps the hardest-hit 
company to endure this recall, which caused untold 
thousands of pet deaths, was Menu Foods. Execution 
of the recall cost the company more than $42 million, 
not including the incalculable cost of lost sales. 
Menu Foods also dished out more than $30 million in 
damages and settlement to affected pet-owners. 

That’s just a small sampling of some of the major 
recalls in recent history, and the tolls they’ve exacted 
on the companies afflicted.  As U.S. government and 
international agencies play a more active role in the 
execution and management of product recalls, it’s 
important that all parties in the supply chain—from 
manufacturers of raw goods to distributors to 
retailers—familiarize themselves with regulations 
and guidelines for recall execution specific to their 
industries. Here are some resources for guidance:

Food and drug administration:  
http://www.fda.gov/Safety/Recalls/IndustryGuidance

consumer product Safety commission:   
http://www.cpsc.gov/businfo/corrective.html

national highway Traffic Safety administration:  
http://www-odi.nhtsa.dot.gov/cars/problems/recalls/
documents/recompendium.pdf

european union: http://ec.europa.eu/consumers/
cons_safe/action_guide_en.pdf

In each guideline set forth by these regulatory 
bodies, it’s clear that effective product tracking and 
traceability systems are a core function of any recall 
execution plan, regardless of product or industry. 
Though the recent recall cases cited above have 
widely differing origins and span several segments, it 
can be argued that the expensive liabilities associated 
with each could have been significantly mitigated had 
an effective tracking and traceability system been 
implemented, from the source(s) of raw materials 
used in production, through distribution to retailers, 
and on to the sale of finished goods to consumers.

how collaborative data capture Systems 
expedite recalls and Mitigate risk
Preparation is the best measure for effective recall 
response. While no company is immune to being 
exposed to a recall, the company’s response will 
determine its fate in terms of the aforementioned 
risks, liabilities and expenses. That response is 
predetermined by the traceability technologies and 
systems the collaborative supply chain has put in 
place. 

Effective and accurate data capture is the cornerstone 
of item traceability efforts, and with the advent 
of the 2D bar code, expanded information can be 
tracked on virtually any material, part or product. 
The information contained in a 2D bar code is critical 
for ensuring efficient traceability and satisfying 
the requirements of a growing body of regulatory 
agencies. That information can include such data 

as serial, part 
and lot numbers, 
manufacturer/
grower origin, date 
of manufacture 
and other custom-
defined information. 
Let’s look at some 
successful applications of bar code technology for 
product tracking and traceability efforts across a 
number of industries.

Fresh Foods 

Chark-produkter AB is a major Swedish producer 
of meat and poultry products. The company 
manufactures and distributes sausage and pate 
products to hundreds of Nordic grocers, relying on 
approximately 150 source goods partners that supply 
the company with 500 different ingredients, from 
meat products to spices and preservatives. When 
these ingredients arrive at the Chark-produkter 
factory, they’re entered into the system with complete 
information including the name of the supplier, the 
temperature of the products at delivery, and the 
associate responsible for taking delivery. Bar codes are 
printed and applied to each product or batch. The day 
prior to any manufacturing of meat products using the 
received supplies, a manufacturing order is prepared 
and a bar code is printed on the manufacturing order. 
This code specifies the batch number and links it to all 
the previously entered information associated with 
the bar codes on source materials. Chark-produkter 
associates use this batch number and GS1 DataBar™-
enabled Datalogic Skorpio™ handheld computers to 
follow the goods through the production process and 
chart their distribution to retailers. The same batch 
number stays with the finished product, all the way to 
consumers’ fridges. Chark-produkter quality manager 
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Rolf Löfström says that while the company has never 
had the misfortune of having to issue a recall, the 
system it has in place would enable the efficient 
notification of the entire supply chain, from suppliers 
to consumers. This ensures the safety of consumers 
and minimizes the liability Chark-produkter would be 
exposed to in the event of a recall. 

In another fresh food example, Gebroeders Van Beek, 
which runs one of the largest egg grading facilities 
in the Netherlands and supplies millions of eggs per 
week to hundreds of Dutch and German retailers, 
recently implemented a comprehensive tracking and 
traceability program. Using Datalogic’s PowerScan™ 
PM8300 cordless industrial reader, the company 
diligently tracks every egg on each 10,800-egg 
pallet, monitoring which eggs are received from each 
individual farm in a holistic process that also monitors 
which eggs are being distributed to each of its specific 
retail trading partners. In addition to ensuring 
consumer safety and recall protection, Gebroeders 
Van Beek achieved a major efficiency gain by enabling 
one associate to handle an egg grading process that 
previously required six employees. 

With the recent outbreaks of Mad-Cow disease, meat 
producers must be especially diligent in ensuring the 
traceability of products back to the production plants 
in which they were processed. Every cut of meat sold 
to consumers today is required to have a bar code 
that contains, at a minimum, information such as 
the country where the animal was slaughtered, the 
ID and authorization number of the slaughterhouse, 
and the authorization number of where the meat 
was cut and processed for distribution. The Rungis 
International Market in Paris, France, is the largest 
wholesale food market in the world and a major meat 
product wholesaler, serving 18 million customers 
throughout Europe. It has implemented Datalogic’s 
PowerScan PM8300 mobile scanners with Datalogic’s 
STAR Cordless System™ for narrow band radio 
communications and the PowerScan™ PBT7100 
readers featuring Bluetooth® Wireless Technology. In 
harsh environments where bar codes and scanners 
are subject to blood, cold and humidity, damaged 
and truncated bar codes is the norm. The system 
was rigorously tested to ensure it would read even 
damaged bar codes consistently and for the long-
term, ensuring the safety and satisfaction of Rungis 
International customers.

Automobile Manufacturing

Delphi is one of the largest automotive, computing, 
communications, energy and consumer accessories 
component manufacturers in the world. As a result 
of lean manufacturing initiatives designed to reduce 
assembly costs, automotive manufacturers walk a 
fine line between production efficiency and quality 
control. Several of its trading partners require Delphi 
to provide just-in-time deliveries of pre-assembled 
systems directly to their production lines, requiring 
strict product traceability to ensure these systems and 
components are delivered to the production line in 
the proper sequence.

At Delphi’s Luton plant, batch deliveries for one 
automobile manufacturer are prepared using a 
combination of a truck-mounted Datalogic Rhino™-
Net rugged mobile computer, a Datalogic Automation 
DS4600A fixed-position laser scanner and Datalogic’s 
PowerScan PM8300 premium industrial handheld 
bar code readers. These are connected electronically 
to the automotive manufacturer’s assembly line 
management system.

For the automotive manufacturer, Delphi’s supply-in-
line sequence process means greatly reduced line-side 
storage, simpler and more efficient manufacturing 
logistics, increased production flexibility, and lower 
costs.

With the expansive data sets enabled by today’s bar 
code standards and high-tech data capture tools, food 
and hard goods suppliers have all the tools that form 
the foundation of product traceability  and product 
recall preparedness.

conclusion
Product Traceability For Production Efficiency, 
Social Responsibility and Risk Mitigation

Data capture plays the leading role in product 
traceability solutions that mitigate safety risks 
to consumers and financial and legal risks for 
suppliers, manufacturers and retailers, but their 
value proposition doesn’t end there. Wireless and 
automated data capture solutions enable newfound 
efficiency in the manufacturing, production and 
supply chain processes, which go hand-in-hand with 
social responsibility efforts.  Specifically, Datalogic 
product tracking and traceability solutions drive 
efficiency and social responsibility in four key areas:

Transportation: Error reduction minimizes return 
and resend costs and reduces CO2 emissions while 
simultaneously improving customer satisfaction. Both 
mobile and handheld ADC products aid in picking and 
shipment confirmation.

Construction: Datalogic Automation products are 
developed for ease of integration into established 
systems, or they can be designed from scratch to suit 
new facilities. By automatically collecting dimensional 
data on packages, automatically controlling conveyor 
systems through knowledge of present items, and 
deploying motion sensors for automated picking 
systems, Datalogic gets new facilities up and running 
efficiently from the start. 

Material Handling: Increased efficiency improves 
operations within material handling areas. Mobile 
computers facilitate item location information at 
every step, from receipt to put-away to pick and 
shipment. 

Operations: Collected data provides raw input 
for analytics, enabling improvement of all facets 
of warehousing and distribution from pick rates to 
capacity management. 

There’s synergy in running efficient production and 
distribution processes and safeguarding your brand 
from the incredible financial and reputational damage 
associated with product recalls. To learn more about 
how Datalogic product tracking and traceability 
solutions can help you run smarter and rest easier, 
contact Datalogic at: www.adc.datalogic.com.
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