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During the last decade the number of recalls of unsafe and

misleadingly labeled products has increased considerably. This

increase was caused by the passage of new legislation regarding

product safety and advertising claims, as well as by the more

stringent enforcement of previously instituted legislation.

This study was concerned with the capability of food processors

to conduct a product recall, when necessary, with the least time

and cost expenditures. An evaluation was made of the effectiveness

of the procedures, policies, and organization by which food pro-

cessors have conducted or would conduct a product recall. Based

upon this assessment, a model product recall program was designed

to enhance the ability of food processors to conduct product recalls

more efficiently.

Primary data were gathered from food processors, food brokers,

wholesalers, and retailers located within the state of Texas. A

mail survey of food processors of all sizes and producing all types

of food products was conducted. Personal interviews were also
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conducted with selected food processors, food brokers, wholesalers,

and retailers. Secondary data were gathered from various books,

periodicals, and journals.

The study is organized into six chapters. Chapter I is an in-

troduction which outlines the nature and the method of the research.

Chapter II describes the historical background of food product

regulation and the agencies responsible for its enforcement.

Chapter III evaluates the capability of food processors to conduct

a product recall. Chapter IV analyzes the impact of product re-

calls on food processors, food brokers, wholesalers and retailers.

Chapter V presents guidelines for the construction of product re-

call programs. Chapter VI includes the summary, conclusions,

recommendations, and suggestions for further research.

The typical food processor in Texas may be characterized as

a small firm, employing less than one hundred employees, which

is not well prepared to conduct a product recall. It does not have

written procedures for conducting a recall. It is not familiar with

the Food and Drug Administration's recall regulations. Although

the firm uses identification coding on its packaging, it does not

maintain shipping records which identify the products received by

each customer.
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Larger food processors appear to be better prepared to conduct

a product recall than smaller firms. Processors of certain types

of food products were also found to be better prepared to conduct a

product recall. The food processor's brokers, wholesalers, and

retailers were also unprepared to participate efficiently in the recall.

The study culminated in the development of guidelines for the

construction of recall programs for small food processors. A net-

work analysis diagram was used to illustrate the sequence of

activities to be performed during the product recall process.

The study concludes that product recalls are very costly to

conduct, and, therefore, every effort should be undertaken to

prevent situations from occurring which require product recalls.

The use of stringent quality control procedures and packaging im-

provements are thus recommended. Food processors are en-

couraged to adopt product recall programs in order to reduce the

cost of conducting a product recall. If food processors do not take

the initiative in these areas, consumerists will likely continue to

pressure Congress for more stringent federal regulation of the

food industry.
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CHAPTER I

INTRODUCTION

During the last decade the number of recalls of unsafe and

misleadingly labeled products has increased considerably. This

increase was caused by the passage of new legislation regarding

product safety and advertising claims, as well as by the more

stringent enforcement of previously instituted legislation. In addition,

several agencies, such as the Federal Trade Commission and the

Food and Drug Administration, have stepped up their vigilance

against potential violations. Much of this added emphasis on product

safety and advertising claims during the last decade may be attributed

to the consumerism movement and its advocates, such as Ralph Nader.

In effect, this means that product safety violations are more apt to

be recognized and appropriate actions taken to remove the product

from its channels of distribution.

Nature of the Study

This study is concerned with the capability of food processors to

conduct a product recall, when necessary, with the least time and

cost expenditures. Food processors were surveyed to determine if

they presently have any type of guideline for product recall

1
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procedures. Their familiarity with the Food and Drug

Administration's regulations and procedures was examined. The

adequacy of their physical distribution systems, especially in regard

to identification coding of product lots, was studied. Their ability to

quickly notify and coordinate recall efforts with their wholesalers,

retailers, and industrial users was analyzed. Attention was given to

whether or not they have assigned areas of responsibility to specific

personnel in order to quickly and efficiently conduct the recall. Their

plans, if any, for handling the public relations aspect of the recall

were reviewed. Relationships between a food processor's size and

its degree of preparedness for a product recall and between the firm's

food industry category and its level of preparedness for a recall were

also studied.

This study is concerned with the capability of food middlemen to

efficiently cooperate with the recall. Particular attention was

focused on the adequacy of their identification coding and record-

keeping systems.

Food processors and middlemen who have previously participated

in product recalls were also investigated in this study. The research

emphasis was on the effect of the recall on their marketing policies

and whether the recall resulted in the formulation of some procedural

guidelines to be used in the event of a future recall.
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Finally, the study culminated in the development of a model

product recall program for food processors. The program was de-

signed to permit a food processor conducting a recall to minimize

his time and cost requirements. Procedures were outlined for

assigning areas of responsibility, for handling the public relations

function, for establishing efficient identification coding and record-

keeping systems, for notifying and coordinating efforts with other

members of the distribution channel, and for cooperating with the

Food and Drug A administration's regulations.

Purpose of the Study

The food processing industry is one of the largest and most im-

portant manufacturing industries in the United States. In fact, in 1958

the food processing industry was the largest of all manufacturing

industries in the United States in terms of number of employees,

value added in manufacturing, and in value of products shipped. By

1966, the industry ranked fourth in size, with 1, 643, 013 people em-

ployed, representing about eight per cent of all factory jobs. Also

in 1966 the food processing industry ranked third in value added by

manufacturing, with a total of $24. 8 billion. The industry, however,

has maintained its position as leader in the value of products shipped,

which was $79.6 billion in 1966. 1

1W. Smith Greig, The Economics of Food Processing (Westport,
Conn. , 1971), p. 1.
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The food processing industry is also crucial to the economy of

the state of Texas. In 1970 the industry represented the second

largest manufacturing employer in the state, with 84, 185 people, or

11.2 per cent of those employed in manufacturing. Those people em-

ployed in the industry earned total wages in 1970 of $523, 206, 912.2

It is reasonable to expect that product recalls, including those in

the food processing industry throughout the country, will occur with

greater frequency in the future. Extensive product safety legislation

was passed during the 'sixties, and this trend appears to be continuing

into the 'seventies. The scope of the Food and Drug Administration

has recently been expanded, its budget increased, and its surveillance

of product safety violations strengthened.3 Finally, the current

consumerism movement is expected to continue as an impetus to the

regulation and enforcement of product safety legislation.

It is also important to recognize that the costs incurred during a

product recall are significant, whether measured in terms of money

or human life. These costs may be greatly escalated when the man-

ufacturer facing a recall has no plan of action ready to implement.

2 Texas Almanac and State Industrial Guide (Austin, 1971),

p. 447.

3 "FDA Wants to Widen Its Watchdogging, " Business Week
(August 28, 1971), p. 19.
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A program which clearly defines duties and responsibilities, policies

and procedures, could reduce his costs, the time required to conduct

the recall, and the amount of adverse publicity.

The recall problem is compounded by the legal responsibility for

product safety and quality placed on all officers and employees of a

food manufacturing firm. If hazardous or illegal products are

marketed, the company's officers are criminally liable and risk

possible fines or jail sentences. This legal responsibility was re-

cently illustrated by the Food and Drug Administration's announcement

that it was considering legal action against Star Kist Foods. The

company had recalled two lots of tuna in February, 1973, after 232

people became ill. Upon inspection, it was discovered that the fish was

rotten even before it was canned. 4

For these reasons, the officials of a food manufacturing company

must assume the responsibility for having a product recall program

ready to implement when the situation occurs. Many firms, however,

are not in a position to develop such a program. Smaller firms, in

particular, lack the necessary personnel and funds which would be re-

quired to undertake such an effort. In Texas, for example, 77 per

cent of the food manufacturing firms are small (employing less than

4 The Dallas Morning News, April 6, 1973, p. 8A.
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5
100 persons), and would probably not be capable of formulating an

effective product recall program within limited time constraints.

Therefore, the purpose of this study was to evaluate the ef-

fectiveness of the procedures, policies, and organization by which

food processors have conducted or would conduct a product recall.

Based upon this assessment, a model product recall program was de-

signed to enhance the ability of food processors to conduct product

recalls more efficiently, thereby benefiting the consumer through

reduced marketing costs.

Scope of Research

Product recalls have been primarily associated with the auto-

mobile industry and the food industry. Food product recalls, rather

than automobile product recalls, were selected as the basis for this

study for several reasons. First, there are a greater number of food

processors than automobile manufacturers; and Texas, in particular,

is heavily represented in the food industry. Second, food processors

encounter greater physical distribution problems in a recall because

their channels of distribution are longer and they do not possess the

names and addresses of the ultimate purchasers. Automobile manu-

facturers, on the other hand, know the identity of the original

5 Bureau of Business Research, Directory of Texas Manu-
facturers (Austin, 1972), 400-431.
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purchasers, as well as the serial numbers on their engines and body

frames. Finally, the nature of the food processor's recall may be

more serious in terms of the cost of human lives. Many automobile

recalls, on the other hand, are for malfunctions or missing parts

which are not likely to cause serious accidents.

This research concerned only the marketing problems en-

countered by food processors conducting product recalls. This in-

cluded, for example, the problems of identifying and tracing the

suspect product through the distribution channels, notifying and co-

ordinating with customers, reimbursing customers and disposing of

the product, and handling the public relations function. A study of

the actual production causes and laboratory testing of suspect products

requiring extensive knowledge in chemistry, biology, agriculture, and

food science was beyond the scope of this research.

Finally, this study has been limited geographically to include

only those food processors located in the state of Texas. Texas is

a major food producing state and the food processing industry is its

second largest manufacturing industry. It was believed that a con-

centrated study of food processors located in a major food processing

state would provide greater information for detailed analysis.
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Method of Research

This study utilized both primary and secondary research.

Secondary sources served as the basis for presenting the historical

background of the study and for reviewing the nature of relevant

legislation and enforcement agencies. Secondary sources included

books and articles from journals and periodicals concerned with the

consumerism movement, product safety, and product recall. The

primary research consisted of surveys of food manufacturers, whole-

salers, and retailers to determine their level of preparedness to

conduct a product recall. The research methods employed in the

surveys are discussed below.

Primary Research

Food processors: mail survey. -- Primary data were collected

from food processors located in the state of Texas through a mail

survey. A random sample of these manufacturers was taken from

the 1972 Directory of Texas Manufacturers, as compiled by the

University of Texas at Austin, Bureau of Business Research.

Sample size was determined by the formula n = N , where

1 + Ne2

n = sample size or number of respondents, N = population size, and
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e = precision factor. 6 The level of confidence of the sample was 95

per cent, with a precision factor of + 5%. In this case, population

size (N) was 1497 and the resulting sample size (n) was 316.

The manufacturers listed in the 1972 Texas Directory of Manu-

facturers were classified according to the Standard Industrial

Classification (SIC) system. Food manufacturers were classified into

thirty-eight separate categories, for example:

2031 Canned and cured fish and seafood

2032 Canned specialties

2033 Canned fruits, vegetables, preserves, jams and jellies

These food categories were then grouped into similar product classes

as follows:

Product Class

Class 1 - Meat, Poultry and Fish

Class 2 - Dairy Products

Class 3 - Fruits, Vegetables, Jellies, Canned Specialties

Class 4 - Flour, Grain, Cereal, Bakery Products

Class 5 - Soft Drinks and Carbonated Water

Class 6 - Oils and Shortening

Class 7 - Miscellaneous

6 Taro Yamano, Elementary Sampling Theory (Englewood Cliffs,
New Jersey, 1967), p. 99.
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This method of grouping effectively stratified the population into a

smaller, more manageable number of strata from which to sample

and draw conclusions. Each stratum was then further stratified

according to the size of the firm, based on the number of employees,

as follows:

Number of Employees

Size 1 Less than 25

Size 2 25 - 99

Size 3 100 or more

From this population, stratified on the basis of firm size and product

category, the sample units were selected in the following manner.

Systematic random sampling was employed by selecting the first

sample unit randomly from a random numbers table, and then

selecting every fourth unit to be included in the sample. This process

was repeated for each of the twenty-one combined food products and

size categories (size one--meat, poultry, and fish group; size two--

meat, poultry, and fish group, etc.). Size one firms producing dairy

products, for example, represented 3.6 per cent of the population.

Therefore, 3.6 per cent of the sample was selected from this

category,using the above method.

Food Processors: Personal interviews. -- The thrust of the

personal interviews was to supplement, as well as to expand, the
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data obtained from the mail survey. The interviews with individuals

responsible for the execution of a product recall provided oppor-

tunities to determine more specifically the extent of preparation of

firms to conduct product recalls. Many of the interviews included

tours of the plant facilities and contributed to an understanding of the

unique nature of each of the food industry categories. Finally, the

personal interviews were more suitable for obtaining information from

firms with previous recall experience. Since product recall was a

sensitive topic to these firms, more specific information was elicited

during the interview than would have been possible in a mail survey.

Food middlemen: personal interviews. -- Personal interviews were

also conducted with selected Texas food middlemen. Two interviews

were conducted with each of three types of middlemen: food brokers,

wholesalers, and retailers. These firms were selected from middle-

men located in the Dallas-Ft. Worth area. The food brokers and

wholesalers serviced the northern and central parts of Texas, while

the retailers represented the regional offices of national supermarket

chains.

The purpose of the personal interviews with the various food

middlemen was to determine their role in the product recall process.

In addition, their viewpoints and special problems arising from
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participation in product recalls were analyzed. Finally, these

interviews provided an opportunity to study the middleman's eval-

uation of the effectiveness of recall programs instituted by food

processors.

Procedure for Analyzing the Data

The questionnaires for the food processors and middlemen con-

tained both quantitative and qualitative questions. The quantitative

type questions were tabulated and the percentage fo r each choice was

analyzed. The qualitative type questions were summarized and

grouped into general response categories. Analysis of these questions

necessarily involved only general tendencies and not precise sta-

tistical measures.

Analysis of the data collected from the food processor mail sur-

vey was examined to determine the relationship between the firm's

size and the following variables: (1) existence of written recall pro-

cedures; (2) knowledge of the Food and Drug Administration's recall

regulations; (3) existence of identification records; and (5) the ex-

istence of public relations experience on the part of the individual

responsible for this function during a recall. The data was also an-

alyzed to determine the relationship between the firm's food industry

category and the following variables: (1) size of firm; (2) area of dis-

tribution of firm's products; (3) existence of written recall procedures;
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(4) knowledge of the Food and Drug Administration's recall

regulations; (5) existence of identification coding on packaging;

(6) existence of shipping identification records; and (7) the existence

of public relations experience on the part of the individual responsible

for this function during a recall.

The statistical technique used in this analysis was the chi-square

test of independence. This technique is commonly used in research

to determine the significance of differences between two independent

groups. According to Sidney Siegel, the hypothese being tested "is

usually that the two groups differ with respect to some characteristic

and therefore with respect to the relative frequency with which group

members fall in several categories. "7 The null hypothesis that there

was no difference between the groups was rejected when the chi square

values obtained were so large that the probability of their occurrence

was equal to or less than PC= .05.

Limitations of the Research

No research may be designed without some limitations. The

limitations of this study are discussed below.

1. This study and its resulting model product recall program

were designed strictly for food processors. An investigation of the

7 Sidney Siegel, Nonparametric Statistics for the Behavioral
Sciences (New York, 1956), p. 104.
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product recalls of automobile, electrical appliance or other

manufacturers was not included in this study because of differences

in their distribution systems. In addition, these manufacturers often

possess the consumer purchaser's name and address, which greatly

facilitates the firm's recall efforts.

2. The food processors and food middlemen were restricted to

the state of Texas, due to time and financial constraints. These con-

straints also made it impractical to survey all Texas food processors

and middlemen. The sample was thus limited.

3. The findings and conclusions about Texas food processors

and middlemen were not statistically significant for the nation as a

whole. On the other hand, Texas is a major food processing state.

Therefore, it is believed that the model recall program for food pro-

cessors will have application for similar industries of similar size

in other geographical areas.

None of the limitations presented above are believed to represent

serious detractions from the study. The objectives of the research

were met, and meaningful information about the capability of food

processors to conduct a product recall was obtained.

Contributions of the Study

The primary contribution of this study was the construction of

techniques for the development of product recall guidelines, and, also,
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the development of a model product recall program for small food

processors. Procedures were given for assigning area of re-

sponsibility, for handling the public relations function, for establishing

efficient identification coding and recordkeeping systems, for notifying

members of the distribution channel and coordinating recall efforts

with them, and for cooperating with the Food and Drug Administration's

regulations.

These procedures should improve the efficiency of the food industry

in conducting product recalls, thereby reducing the marketing costs

which are ultimately passed on to the consumer. Therefore, these

guidelines benefit the consuming public as well as members of the food

industry.

This study also represented a contribution to marketing knowledge

in that little research has been conducted in the area of product recall.

No studies were found which investigated the ability of firms in a par-

ticular industry to conduct a product recall efficiently.

Finally, this study resulted in recommendations for additional

research in the area of product recall. It is hoped that further research

will be conducted in the unexplored areas of the subject which will

benefit firms conducting product recalls and also represent a con-

tribution to marketing.
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Definition of Terms

The Food and Drug Administration's recall policy, as revised in

1971, provided the following definitions for recalls:

(1) Removals of products from the market involving no
violations or only minor violations that would not be
subject to legal action under existing compliance policy
will not be classified as recalls. No effectiveness
checks will be made on the adequacy of such removals,
and the actions will not be placed on the public recall

list.

(2) Removals of products from the market, none of which
products have left the direct control of the manufacturer
or primary distributor, whether stored in their plant or
in premises under their control, will not be classified
as recalls if no stocks have been released for distribution.
Effectiveness checks shall be made on the adequacy of
such removals; however, the actions will not be placed on
the public recall list.

(3) All removals from the market of products that present
threats to the safety of consumers are considered recalls.
Such removals shall:

(i) Be made to the consumer level;
(ii) Be placed on the public recall list;

(iii) Have extensive effectiveness checks made on
removal and adequacy; and

(iv) Have a public warning issued by FDA

(4) All removals from the market of products that pose a
potential threat to consumer safety and well-being,
involve product adulteration, cause gross fraud or
deception of consumers, or are materially misleading
causing consumer injury or damage, and which are
subject to legal action under other aspects of FDA's
existing compliance policy, are considered recalls.

Such removals shall:

(i) Be made to the retail or dispensing level;
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(ii) Be made to the retail or dispensing level;
(iii) Have effectiveness checks made on removal

adequacy, and;
(iv) When in the public interest, having a press

release issued by FDA.

As used in this section the term "existing compliance
policy" includes, but is not limited to, consideration and
administrative guidelines and tolerances, current good
manufacturing practices, current medical and scientific
opinion, standards and regulations promulgated under
statutory authority, and official compendia . 8

The Food and Drug Administration will hereafter be referred to as

the FDA .

The term "product adulteration" is used in this study to include

contamination or infestation of the raw materials before or during

processing, the omission or substitution of a professed ingredient

during processing, or the infestation or contamination of the product

after processing.

Organization of the Study

This study is organized basically into six chapters. The first

chapter is an introduction which outlines the nature and the method of

the research. The second chapter includes the historical background

of food product regulation and the agencies responsible for its

enforcement. Chapter Three presents and analyzes the results of a

8 "Revision of Procedures for Recall of Products From the
Market, " Federal Register (Washington, June 15, 1971), 11514.
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mail survey of Texas food processors. The results of personal

interviews with Texas food processors and middlemen are found in

chapter Four. Chapter Five presents guidelines for the construction

of a product recall program and a sample product recall program

based on these guidelines. Finally, the sixth chapter presents the

summary and conclusions.



CHAPTER II

HISTORY CF FOOD REGULATION

This chapter reviews the historical background of food

regulation, including food safety legislation and enforcement.

Attention is also given to the various consumer movements which,

in many cases, precipitated such actions. Emphasis is placed on

the federal food regulations since this is the governmental level

where the greatest expenditures of time and money are allocated

for the prevention and correction of food safety violations.

Early Attempts at Food Regulation: To 1907

Ancient Legal Precedents

The earliest attempts to regulate the food industry in the United

States have a strong historical basis beginning with ancient laws

concerning food adulteration and mishandling. The Egyptians and

the Hebrews both regulated the handling of meat in ancient times,

while the Greeks and Romans had laws governing the water content

of wine. Historical documents also show that in India in 200 B. C.

laws establishing penalties for adulterators of grain and oil existed.

The forerunner of modern law was the first English food law, the

19
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Assize of Bread, proclaimed by King John in 1219,which prohibited

short weight and adulteration of bread. During the Middle Ages

guilds were established by merchants to devise systems of uniform

weights and measures and to prevent adulteration of food products,

especially spices, which they distributed. Historical accounts from

the fifteenth century report a widespread practice of adulterating

coffee and tea with roasted turnips and mahogany sawdust. During

the nineteenth century mineral pigments were found in candy and other

food products as a result of central processing made possible by the

industrial revolution. Reports of such occurrences were responsible

for the passage of England's first general food law in 1860, the

Adulteration to Food and Drink Act. 1

Early Legislation and Investigations into Food Regulation

The earliest food legislation in the United States was enacted by

individual states, beginning with Massachusetts' first general food

law in 1784. By 1900 many states had passed such laws, but federal

legislation was needed to govern the increasing number of food

products involved in interstate commerce.

The earliest investigation of food adulteration on the federal level

was undertaken in 1879 by Peter Collier, Chief Chemist in the

1 James I. Herring, "Food and Drug Regulation, " The American
Peoples Encyclopedia, Vol. VIII (New York, 1968).



21

Division of Chemistry, U.S. Department of Agriculture. His

successor, Harvey W. Wiley, a physician, reorganized the

Chemical Division of the Bureau of Chemistry in 1883 to permit

extensive study of food adulteration. This was the beginning of a

twenty-three--year crusade by Wiley for the passage of a national

food and drug law. His persistent efforts in this area earned him

the title "Father of the Pure Food Law. "2

Under Wiley's supervision, the Chemical Division began in

1883 to publish a series of bulletins reporting its research

findings. Bulletin 13, concerning foods and food adulterants, which

was issued in ten parts from 1887 to 1902, provided information

significant to the consumer movement of that time. Bulletin 13

described the chemical composition, technology, and adulteration

of a wide variety of products ranging from dairy products to canned

vegetables. Other bulletins described the Division's research on

the composition and nutritive value of foods and investigations into

the use of food preservatives. 3

2Vivian R. Boardman, "Leaders of the Food and Drug
Administration, " The Impact of the Food and Drug Administration on

Our Society, edited by Henry Welch and Felix Marti-Ibanez (New York,
1956), p. 11.

3 Gustavus A. Weber, The Food, Drug, and Insecticide
Administration: Its History, Activities and Organization (Baltimore,

1928), p. 2.
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The Movement for a Federal Food and Drug Law

Wiley, in his history of the early attempts to achieve federal

regulation of food and drugs, vividly described the battle over this

legislation. Food processors vehemently opposed the passage of

any such legislation and were lobbying against it in Washington. 4

More than one hundred food and drug bills had been introduced in

Congress between 1879 and 1905, most without success. Several acts

requiring inspection of animals for diseases before slaughter had been

passed between 1891 and 1895. The Tea Importation Act had been

passed in 1897,which required inspection of all tea entering the

United States. Yet, as late as 1905 the United States still did not have

a general food and drug law regulating products involved in interstate

commerce.5

The question of food safety quickly became one of the key issues

for the emerging consumer movement in the late 1800's. The

Consumer's League, for example, as one of the earliest national con-

sumer organizations, has been credited for its role in focusing the

public's attention on the potential of an organized consumer movement.

Although the League was originally established for the purpose of

4 Harvey W. Wiley, The History of a Crime Against the Food

Law (Washington, 1929), pp. 1-56.

5 U.S. Department of Health, Education and Welfare, Milestones

in U.S. Food and Drug Law History (Washington, 1972).
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bettering the working conditions of women, the scope of the organization

was enlarged to include food and drug adulteration and product mis-

labeling. Florence Kelley, as secretary of the League, popularized the

organization and its issues through her extensive writings.6

Further support for federal regulation of food was provided

through the investigations of Edward F. Ladd, Food Commissioner of

North Dakota. Some of his findings, which were described in a

magazine article in 1905, included the following:

. . . He was unable to find any chicken or turkey in products

designated as "potted chicken" or "potted turkey. " He noted

a wide use of chemical preservatives, such as boric acid,

and extensive use in foods of coal-tar dyes. He found that

about 70 per cent of the chocolate and cocoa on the market

was adulterated with cocoa shell or other substitutes.

Reported sales of "Vermont maple sirup" exceeded the

production capacity of that state by about 10 times.

Many samples of butter revealed extensive adulteration

with other fats, such as lard. 7

Upton Sinclair's novel, The Jungle, was also published during this time

and aroused the public's anger through its graphic descriptions of the

deplorable conditions prevalent in the meatpacking industry.

6 Florence Kelley, "Thirty Years of the Consumers' League, "

The Survey, LXIII (November 15, 1929), 210-211.

7 Robert S. Roe, "The Food and Drugs Act--Past, Present, and

Future, " The Impact of the Food and Drug Administration on Our

Society, edited by Henry Welch and Felix Marti-Ibanez (New York,

1956), p. 15.
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Wiley notes in his history that by 1905 the battle over federal

regulation of food and drugs was nearing its end. The major organ-

izations concerned with public health, most labor organizations, and

the consumer organizations advocated the passage of the legislation.

President Theodore Roosevelt gave his approval to the movement in his

opening address to the fifty-ninth Congress in December, 1905. Finally,

in 1906 Congress passed the first general food and drug law in the

United States, the Food and Drugs Act. The Meat Inspection Act, also

passed in 1906, provided comprehensive meat inspection and super-

vision of all establishments where animals are slaughtered and

by-products prepared for interstate or foreign commerce.8

Food and Drugs Act of 1906

The Food and Drugs Act of 1906 was passed essentially in the

same form as it had been written by Harvey Wiley and introduced into

Congress by Senator Weldon Heyburn of Idaho. Basically, it provided

"For preventing the manufacture, sale, or transportation of adulterated

or misbranded or poisonous or deleterious foods, drugs, medicines,

and liquors, and for regulating traffic therein. "9 According to a

8Wiley, p. 52.

9Gustavus A. Weber, The Food, Drug, and Insecticide

Administration: Its History, Activities and Organization (Baltimore,

1928), p. 14.



Service Monograph of the United States Government, this early

legislation was viewed both as an economic and a public health

measure:

. . . As an economic measure, it protects the honest

producer from unfair competition and insures to the

consumer a product that meets the statements on its

label. As a health measure, it prohibits added poisonous

or deleterious ingredients in the case of domestic foods,

and authorizes the exclusion from importation of foods

that may be dangerous to the health of the people of the

United States.1

The act was applicable to all foods and drug s involved in inter -

state and foreign commerce and also to imported food and drugs. The

responsibility for the execution of the law was placed with the Bureau

of Chemistry,which was required to determine whether a food or drug

was in violation of the act through examinations of sample products.

When a violation was discovered, it was the responsibility of the

Secretary of Agriculture to provide hearings for the accused violator,

and then to report the Bureau's conclusions to the Department of

Justice for judicial action.

The Food and Drugs Act of 1906 also contained several labeling

requirements which were generally considered to be quite inadequate.

A food or drug was considered misbranded if its label contained any

1 0Ibid.
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false or misleading representation. The law did not require

informative labeling, such as composition and ingredients of the

product or quantity of the contents.

Enforcement and Revisions of the

1906 Law: 1907-1938

Enforcement of the Food and Drugs Act

In 1907 the Secretary of Agriculture created the Board of Food

and Drug Inspection for the purpose of enforcing the Food and Drugs

Act. It was the responsibility of the new Board to consider and

supervise the legal questions regarding the law and its enforcement

for the Secretary of Agriculture, who retained the responsibility for

the final enforcement decisions.

Many people were outraged at the establishment of the Board of

Food and Drug Inspection because it removed the control of food and

drug enforcement from the Bureau of Chemistry under Harvey Wiley.

Leading members of the consumer movement maintained that the

change was made because Wiley was enforcing the law too vigorously

to suit food and drug manufacturers. 12 In his letter of resignation on

March 15, 1912, Wiley stated:

1 1 Roe, p. 16.

1 2 A rthur Kallet and F. J.Schlink, 100, 000,000 Guinea Pigs:

Dangers in Everyday Foods, Drugs, and Cosmetics (New York,

1933), p. 199.
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One by one I found that the activities pertaining to the

Bureau of Chemistry were restricted and various forms of

manipulated food products were withdrawn from its con-

sideration and referred either to other bodies not contem-

plated by the law or directly relieved from further control. 13

In summary, Wiley's reason for resigning was "that it was useless for

me to remain any longer as a Chief of the Bureau which had been de-

prived of practically all of its authority under the law. "04

Enforcement procedures. -- The Board of Food and Drug Inspection

established procedures for the enforcement of the 1906 Act. The pro-

cedures stipulated that inspectors were to acquire samples of food and

drugs for examination and analysis by chemists, bacteriologists, and

other scientific specialists. The scientific conclusions were to be

presented to the Board of Food and Drug Inspection for legal con-

sideration and then to the Secretary of Agriculture for his decision. 15

Once a product was confirmed to be in violation of the law, two

types of court procedures were available to enforce the 1906 Act.

First, acting upon a court warrant, seizures of the product could be

made. In addition, the person or firm responsible for the violation

of the law was subject to prosecution for a misdemeanor. The penalty

1 3 Wiley, p. 93. 14 Ibid. , p. 92.

1 5 Weber, p. 15.
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upon conviction for the first offense was a maximum fine of five

hundred dollars and/or one year imprisonment. In the event of further

violations, the minimum penalty was a one-thousand-dollar fine and/or

one year's imprisonment. 16

The Net Weight Act

An important amendment to the Food and Drugs Act, the Net Weight

Act, was passed in 1913. The act required "that all foods and drug

packages shipped in interstate commerce shall be plainly and con-

spicuously marked to show the quantity of the contents in terms of

weight, measure, or numerical count. "17 This amendment was sig-

nificant in that it was the first time that any type of informative

labeling became a requirement of food and drug products involved in

interstate commerce.

Creation of the Food, Drug, and

Insecticide Administration

In 1927 the Secretary of Agriculture established a separate law

enforcement agency, known as the Food, Drug, and Insecticide Ad-

ministration, to administer the Food and Drugs Act and other related

acts. In addition, the previously separate Bureaus of Chemistry,

Soils, and Plant Industry were consolidated into one administrative

unit, known as the Bureau of Chemistry and Soils. This action meant

1 6 Ibi., p. 87-1. 
1 Ibid . 22

16Ibid.e , pp. 87- 91. 17Ibid. , p. 22.
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that all regulatory functions of the Bureau of Chemistry became the

responsibility of the Food, Drug, and Insecticide Administration.

These functions included, for example, food and drug investigations

concerning the enforcement of the 1906 act, certification of food

coloring, and the establishment of definitions and standards for certain

foods. 18

Wiley was outraged by this administrative change,although fifteen

years had passed since his resignation as Chief of the Bureau of

Chemistry. In his opinion, the original Food and Drugs Act had clearly

stipulated that the enforcement of the act be the responsibility of the

Bureau of Chemistry. Dr. Wiley, as well as many leaders of the

consumer movement, maintained that removal of this responsibility

from the Bureau was in direct violation of the law. 19 Consumerists

of that day viewed the action as characteristic of the agency's "apolo-

getic or conciliatory attitude toward the food manufacturers whose

products it is presumed to be regulating. "20

The Movement for the Revision
of the 1906 Act

In 1930 the name of the law-enforcement agency was changed from

Food, Drug, and Insecticide Administration to the Food and Drug Ad-

ministration. It was also at about this time during the depression that

1 8 Weber, pp. 33-35. t 9 Wiley, p. 355.

2 0 Kallet and Schlink, p. 220.
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the need for more protective food and drug legislation became

increasingly recognized. In 1933 President Franklin D. Roosevelt

requested a revision of the Food and Drugs Act of 1906.21 This re-

quest marked the beginning of a five-year "battle" between con-

sumerists and food and drug manufacturers, much like the one which

preceded the passage of the original legislation.

As Upton Sinclair's book, The Jungle, had publicized the de-

plorable conditions in the meat-packing industry in the early 1900's,

so several books were published in the 1930's exposing conditions and

business practices in the food, drug, cosmetic, and other industries.

Books such as Your Money's Worth, 100,000,000 Guinea Pigs,

Guinea Pigs No More, and Counterfeit--Not Your Money But What

It Buys were typical of the material written by members of the con-

sumer movement of that time. One of the first of these books, Your

Money's Worth, resulted in the establishment of Consumer's Re-

search, an organization designed to provide consumers with ratings

of product acceptability. One of the co-authors of the book, Frederick

John Schlink, founded the organization in 1929 and later co-authored

2 1 "FDA's 1967 Look After 60 Years of Reorganization, FDA

Papers, I (February, 1967), 9.
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a similar expose, 100, 000, 000 Guinea Pigs, with Arthur Kallet in

1933. After disagreement arose between the two men, Kallet

established a similar organization, Consumers Union.2 2

Kallet and Schlink's 100, 000, 000 Guinea Pigs vividly described

conditions in the food and drug industries which would require either

more stringent enforcement of the 1906 act or the revision of the act

to correct. Although their descriptions were often emotional, they

were usually supported by factual data. Their discussion of the "all-

Ame rican" hamburger illustrates this:

. . . The hamburger habit is just about as safe as walking

in an orchard while the arsenic spray is being applied, and

about as safe as getting your meat out of a garbage can

standing in the hot sun. For, beyond all doubt, the garbage

can is where much of the chopped meat sold by butchers

belongs, as well as a large percentage of all the hamburger

that goes into sandwiches. The fresh red color you see on

chopped meat may be no more natural than the green color

of St. Patrick's Day carnations; it may be there only by

grace of a generous dosing of stale, partially decomposed

meat with sodium sulphite. This preservative not only re-

stores the color and appearance of fresh meat, but also

destroys the odor of putrefacation. Eating putrid meat is

not the only risk you run when you order hamburger; the

sulphite itself is one of the most severe of all digestive and

kidney hazards. 2 3

Other injustices by food canners were also publicized by Kallet

and Schlink. Apparently, there had been numerous seizures of

22"The Consumer Movement, " Business Week (April 22,

1939), p. 40.

2 3 Kallet and Schlink, pp. 38-39.
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Alaska salmon, resulting in court cases against the canners of the

product because the salmon were in a decomposed condition when

canned. According to the authors, the canners "flatly refused to

bring their product into proper condition except after court action,

and who, in defending the suits, even argued that they had committed

no offense since it could not be proved that rotten and decomposed

fish was harmful to the health of the eater. "24

It eventually took a tragic event to bring the debate over the re-

vision of the act to an end. In 1937 the drug, elixir of sulfanilamide,

killed 107 persons. Subsequent investigations showed that it was a

new drug which had not been adequately tested before being placed on

the market. This tragedy clearly emphasized the need for a revised

food and drug law which would require testing of all drugs to establish

their safety prior to their marketing. 2 5

Federal Food, Drug, and Cosmetic

Act of 1938

The Federal Food, Drug, and Cosmetic Act was passed in 1938 to

replace the Food and Drug Act of 1906. Much of the original law was

retained in the revision and, in addition, many new provisions were

2 4 Ibid. , p. 221.

2 5 U. S. Department of Health, Education and Welfare, Milestones

in U. S. Food and Drug Law History (Washington, 1973).
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included, such as the extension of coverage to cosmetics and medical

devices. The 1938 law and its subsequent amendments are our basic

food and drug laws in the United States today. Some of the principal

requirements of the act related to food may be categorized under health

safeguards, sanitary safeguards, economic safeguards, and en-

forcement provisions; these are discussed briefly below.

Health safeguards. -- The health safeguards provided in the law

stipulate that a food is illegal "if it contains a natural or added del-

eterious substance which may render it injurious to health or

unsafe. "26 The law requires that all food additives be approved by the

Food and Drug Administration before they may be legally used in a

food. Raw agricultural products must not contain residues of unauth-

orized pesticides or amounts greater than the tolerance established for

authorized pesticide residues. Finally, colors added to food must be

within the guidelines set by the Food and Drug Administration. 2 7

Sanitary safeguards. -- The sanitary safeguards included in the

act state that a food is illegal "if it is filthy, putrid, or decomposed,"

or "if it is prepared, packed, or held under unsanitary conditions

2 6 Food and Drug Administration, Regulations of the Federal

Food, Drug and Cosmetic Act (Washington, 1966), p. 1.

Ibid. , p. 1.
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whereby it may have become contaminated with filth, " or "if it is the

product of a diseased animal or one that has died otherwise than by

slaughter. "28

Economic safeguards. -- The economic safeguards provided in the

act are largely related to packaging and labeling. Food containers,

for example, must not "be so made, formed, or filled as to be

misleading. " Food labels, also, must not be misleading or false in

their statements or by their failure to state a material fact. The

correct name of the food must be included on the label and the food

must contain substances which are considered "valuable constituents"

of the food. The law also requires that more informative labeling be

used, such as declaration of ingredients, unless it is a product for

which food standards have been established. In addition, the required

label statements must be "conspicuously displayed" on the main

display panels and must be written in terms understandable to the

"ordinary consumer. "29

Enforcement provisions. -- The 1938 law added the enforcement

procedure of injunction to the seizure and prosecution provisions

established in the earlier act. According to officals of the Food and

Drug Administration, "this feature is designed to prevent the

2 8 Ibid. , p. 2. 2 9 Ibid.
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exposure of the public to violative products rather than to depend upon

seizure for their removal from channels of trade. "30 Injunction pro-

ceedings or re straining orders are particularly beneficial as an en-

forcement method, for example, to prevent the shipment of food

processed under unsanitary conditions. The injunction prohibits the

interstate transportation of the food instead of relying on seizures of

the product to protect the public. 3 1

This act also stipulates that only one seizure may be made of a

misbranded product which is neither harmful to health nor fraudulent.

Multiple seizures, however, are permitted for the following

violations: "adulterated products, whether or not dangerous to health,

new drugs on the market without approved new drug applications, and

fraudulent products. "2

The person or firm who violates this act is subject to criminal

prosecution. The act provides a maximum fine of $1, 000 and/or

maximum imprisonment of one year for each shipment made or act

3 0 Henry A. Lepper, "Fifty Years of Public Protection Under
Federal Food and Drug Laws, " The Impact of the Food and Drug
Administration on Our Society, edited by Henry Welch and Felix
Marti-Ibanez (New York, 1956), p. 86.

3 1 Food and Drug Administration, Enforcing the FDC Act
(Washington, 1964), p. 4.

3 2 Committee on Government Operations, Recall Procedures of
the Food and Drug Administration (Washington, 1971), pp. 2-3.
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committed in violation of the law when there is no proof of intent to

defraud or mislead. The penalties are, however, when such intent

can be proved or in the case of further violations, a maximum fine of

$10, 000 and maximum imprisonment of three years. 33

Implementation of and Amendments to the

1938 Act: 1939-1960

Establishments of Food Standards

The Federal Food, Drug, and Cosmetic Act of 1938 provided for

the establishment of food standards by the Food and Drug Admini-

stration. Under this provision, the first food standards were issued

in 1939 for canned whole tomatoes, tomato puree, and tomato paste.34

Three types of standards for foods exist: definitions and standards of

identity, standards of quality, and standards of fill of container. 35

These are discussed below.

Standards of identity. -- Standards of identity are established to

define the basic ingredients required in a particular product. The

standards may also stipulate that a product contain at least a minimum

percentage of certain ingredients. Fruit preserves and jellies, for

33Enforcingthe FDC Act, pp. 3-4.

3 4 Mile s tones in U. S. Food and Drug Law History.

3 5 Food and Drug Administration, Food Standards (Washington

1964), p. 5.
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example, must maintain not less than a ratio of forty-five parts, by

weight, of fruit or fruit juice to each fifty-five parts of sweetening

ingredients. A fruit preserve not meeting these minimum standards

may be legally marketed, but only if it is clearly labeled

"imitation."36

Food products for which standards have been established are not

required to list the mandatory ingredients on the product's label. The

optional ingredients, except spices and flavorings, however, must be

named on the label. In the case of nonstandard foods, the ingredients

must be listed in the order of predominance by weight, with the ex-

ception of spices, flavorings,and colorings. Finally, both stan-

dardized and nonstandardized food labels must acknowledge any

artificial coloring or chemical preservatives. 37

Standards of quality. -- Standards of quality are minimum standards

which specify the level of tenderness, color, and freedom from

defects in food products. A product not meeting these minimum stan-

dards may be legally marketed if its label states "Below Standard in

36Anthony Lopez, A Complete Course in Canning (Baltimore,
1969), p. 56.

3 7 Wallace F. Janssen and Enoc P. Waters, "What Some Food
Labels Don't Tell, " FDA Consumer, VI (July-August, 1972), 15.
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Quality, " and "Good Food-Not High Grade, " or in what regard the

product fails to meet the standards, such as "excessively broken."38

Standards of fill of container. -- Standards of fill of container

require that a container be filled to a certain level so as not to deceive

the consumer about the amount of the contents. These standards are

especially helpful to the consumer in cases where a product settles

after filling or contains a number of pieces packed in liquid. 39

Amendments to the 1938 Act

During the 1940's and 1950's, the Food and Drug Administration

underwent several changes. In 1940 the agency was transferred from

the Department of Agriculture to the Federal Security Agency. The

Food and Drug Administration was transferred again in 1953 to the

Department of Health, Education, and Welfare. In addition, it was

also during this time that Congress passed several amendments to

the Federal Food, Drug, and Cosmetic Act of 1938 which enlarged the

responsibilities of the Food and Drug Administration. The major

legislation during this period included the Miller Amendment, the

Oleomargarine Act, the Miller Pesticides Amendment, the Food

Additives Amendment, and Color Additive Amendments. These

amendments are discussed below.

3 8 Lopez, p. 56. 39Ibid., p.57.
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Miller Amendment. - -The passage of the Miller Amendment of

1948 resolved the question of the extent of the Food and Drug

Administration's authority as an illegal product proceeds through its

channels of distribution. Some companies had claimed that the

Federal Food, Drug, and Cosmetic Act did not give the Food and

Drug Administration jurisdiction over a product after it reached its

destination in another state. The Miller Amendment affirmed "that

the FDC Act is intended to safeguard goods which have moved in

interstate commerce until they reach the ultimate consumer. "40

Oleomargarine Act. -- The Oleomargarine Act was a 1950

amendment to the 1938 Act which requires special labeling of oleo-

margarine used in public eating establishments to prevent consumers

from confusing the product with butter. The act requires that each

portion of margarine served must be either triangular in shape or be

conspicuously marked as margarine. 41

Miller Pesticides Amendment. -- The Miller Pesticides

Amendment of 1954 provides a more streamlined method for de-

termining how much pesticide residue may remain safely on crops.

4 0 Milestones in U.S. Food and Drug Law History.

4 1 Marshall C. Howard, Legal Aspects of Marketing (New

York, 1964), p. 125.
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This procedure requires that the Food and Drug Administration

conduct tolerance tests of food samples for pesticide residues. In

addition, the Department of Agriculture certifies that the chemicals

are useful. After tolerances are established, crops containing

residue levels exceeding the tolerances are illegal. 4 2

Food Additives Amendment. -- In 1958 the Food Additives

Amendment was enacted to regulate the increasing use of additives

in food. A food additive is defined as "any substance that becomes

part of food, or affects the characteristic of food through direct or

indirect use and with useful intention. "43 Additives may be natural

substances, such as vegetable gum, or synthetic substances, such

as calcium propionate. The Amendment prohibits the use of new

food additives until the food or chemical manufacturer conducts

toxicity studies which are then evaluated and regulated by the Food

and Drug Administration. The additive must have a necessary

4 2 W. B. Rankin, "The Food and Drug Interpretation of the
Miller Pesticide Residue Amendment to the Food, Drug, and
Cosmetic Act, " The Impact of the Food and Drug Administration on
Our Society, edited by Henry Welch and Felix Marti-Ibanez (New
York, 1956), pp. 131-133; Food and Drug Administration, Control
of Pesticide Residues (Washington, 1969).

4 3 Food and Drug Administration, Food Additives (Washington,
1964).
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purpose in the food, must be safe for humans, and not cause cancer

in animals or humans. The regulation also stipulates the following:

The kinds of foods in which processors may use the

additive. (An additive may not be used in a standardized

food unless the standard of identity permits it.)

The amount of additive that may be used. The law

requires that the amount must be the minimum re-

quired to produce the intended effect in food.

Any other conditions necessary to protect the consumer,

such as specifications for purity and identity of the

additive, and analytical tests for controlling the uses of

the additive.44

Color Additives Amendment. - -The Color Additives Amendment

of 1960 requires that coloring substances added to foods, drugs, or

cosmetics be certified by the Secretary of Health, Education and

Welfare. The amendment defines "color additive" in the following

manner:

A material which (a) is a dye, pigment, or other sub-

stance made by a process of synthesis or similar artifice,

or extracted, isolated, or otherwise derived, with or with-

out intermediate or final change of identity, from a vegetable,

animal, mineral, or other source, and (b) when added or

applied to the food, drug, or cosmetic, or to the human body

or any part thereof, is capable (alone or through reaction

with another substance) of imparting color thereto. 4 5

4 4 Food and Drug Administration, Additives in Our Food

(Washington, 1967).

4 5 "Public Law 86-618, " U.S. Statutes at Large, LXXIV

(Washington, 1961), 397.
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Finally, no color additive will be approved by the Secretary if it

induces cancer in man or animals.

Legislation During the Latest Consumerism

Movement: 1961-1973

The period from 1961 to 1973 saw the rise of a new consumer

movement, which resulted in the passage of legislation to protect the

consumer. In particular, several important food safety and

labeling laws were successfully introduced and passed by Congress

during this time.

The New Consumerism Movement

The latest consumer movement began in the early 1960's and has

probably been the most powerful one in the United States. A new

term was coined to describe the movement: consumerism. Vance

Packard has been credited with originating the term in The Waste

Makers to describe corporate strategies to increase product demand

through influencing the consumer to become "voracious, compulsive

and wasteful. "46 According to David Aaker and George Day in their

"A Guide to Consumerism, " the meaning underwent considerable

4 6 Vance Packard, The Waste Makers (New York, 1960),

p. 23.
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change during the 1960's and now refers to "the widening range of

activities of government, business, and independent practices that

infringe upon their rights as consumers. " 4 7

Scope of Consumerism. -- In March, 1962, President John F.

Kennedy stated in a "Special Message on Protecting the Consumer

Interest" before Congress that additional legislation was needed to

protect the consumer's rights. He outlined the following consumer

rights:

1. The right to safety--to be protected against the
marketing of goods which are hazardous to health
or life.

2. The right to be informed--to be protected against
fraudulent, deceitful, or grossly misleading in-
formation, advertising, labeling, or other practices,
and to be given the facts he needs to make an informed

choice.

3. The right to choose--to be assured, wherever possible,
access to a variety of products and services at com-
petitive prices and in those industries in which
competition is not workable and Government regulation
is substituted, to be assured satisfactory quality and
service at fair prices.

4. The right to be heard--to be assured that consumer
interests will receive full and sympathetic consideration

4 7 David A. Aaker and George S. Day, "A Guide to Con-
sumerism, " Journal of Marketing, XXXIV (July, 1970), 13.
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in the formulation of Government policy, and fair
and expeditious treatment in its administrative

tribunals. 48

In July, 1962, the President appointed the first Consumer Ad-

visory Council,which identified ten fields of interest to the

consumer. They included the following:

1. Consumer standards, grades, and labels

2. Two-way flow of information and opinion between

government and the consumer

3. Effective consumer representation in government

4. Consumer credit

5. Interrelation among Federal agencies and between
Federal and State agencies in areas of consumer
protection

6. Acceleration of economic growth

7. Improvement of levels of consumption of low-income
groups

8. Antitrust action and prevention of price fixing

9. Provision of adequate housing for the Nation's families

10. Medical care49

4 8 Executive Office of the President, "Consumer Advisory
Council, First Report, " Consumerism: Search for the Consumer
Interest, edited by David A. Aaker and George S. Day (New York,
1971, pp. 24-25.

4 9 Ibid. , pp. 26-27.



45

Comparison with earlier movements. -- Many of the basic issues

of the consumerism movement are similar to the issues raised by

earlier consumer movements. The issues have always been con-

cerned with one purpose: to protect the consumer. By 1970, how-

ever, there were indications that the scope of consumerism issues

was being enlarged to include concern for the quality of the physical

environment. 50

As earlier movements produced literature exposing consumer

abuses, so has the recent consumerism movement. Books such as

Vance Packard's The Hidden Persuaders and The Waste Makers,

Rachel Carson's Silent Spring, Ralph Nader's Unsafe At Any Speed,

and Senator Warren Magnuson and Jean Carper's The Dark Side of

Marketplace were instrumental in publicizing injustices which needed

correction.

No discussion of the consumerism movement would be complete

without further comment on Ralph Nader's investigations. Although

his studies have ranged from automobile safety to x-ray safety to

color television safety, Nader's investigations into the food industry

are of interest here. Nader and Senator Joseph Montoya, from New

Mexico, exposed the conditions prevalent in the 15, 000 meat-packing

plants in the United States not involved in interstate commerce and

5 0 David A. Aaker and George S. Day, "A Guide to
Consumerism, " Journal of Marketing, XXXIV (July, 1970), 14.
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therefore not subject to federal inspection laws. Most of these

plants were rarely inspected by state authorities and reports were

common about "4-D" meat: dead, dying, disabled, or diseased

animals, as Nader termed them. He also found that similar con-

ditions existed in the poultry industry. Nader's exposes of these

two industries were beneficial in aiding the passage of the Whole-

some Meat Act of 1967 and the Wholesome Poultry Products Act of

1968.51

From the 1930's through the present the consumer movements

have been influenced by two organizations in particular. Consumer's

Research and Consumers Union, as discussed earlier, were de-

signed to inform the public about current consumer issues. More

specifically, they have continued to publish reports on the safety and

quality of various products. A study conducted by Consumers Union

in the late 1960's, for example, revealed the following information

about fish products: "85% of 646 cans of salmon (51 brands) were on

the verge of discoloration and mushiness; 98 samples of 120 samples

5 1 James W. Bishop and Henry W. Hubbard, "Danger, "
Consumerism: Search for the Consumer Interest, edited by David
A. Aaker and George S. Day (New York, 1971), pp. 297-298.
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of frozen raw breaded shrimp tested contained coagulase positive

staphylococci; 55 samples of 120 samples of cod, haddock, and

ocean perch fillets were of substandard quality. "52

The consumerism movement is also similar to the earlier

movements in the reactions of business to proposed legislation.

Cigarette manufacturers fought against the Cigarette Labeling Act of

1965 and automobile manufacturers lobbied strongly against passage

of the National Traffic and Motor Vehicle Safety Act of 1966. Food

manufacturers also regarded the Fair Packaging and Labeling Act

of 1966 as a "federal grab for power" and were predicting sar-

castically that soon there would be a requirement "that the holes in

'Life Savers' be filled."53

In terms of legislation introduced and passed, the most recent

consumer movement has proven to be the most prolific. By 1969

over 400 bills proposing new laws had been introduced into Congress.

Although many of these laws were never passed, many significant

laws were enacted during this time to protect the consumer. Among

them were the Federal Hazardous Substances Labeling Act of 1960,

5 2 Ibid. , p. 300.

5 3 Robert L. Birmingham, "The Consumer as King: The
Economics of Precarious Sovereignty, " Consumerism: Search for
the Consumer Interest, edited by David A. Aaker and George S. Day
(New York, 1971), pp. 175-176.
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the Kefauver-Harris drug amendments of 1962, the National Traffic

and Motor Vehicle Safety Act of 1966, the Fair Packaging and

Labeling Act of 1966, Wholesome Meat Product Act of 1967, the

Wholesome Poultry Products Act of 1968, and the Consumer Credit

Protection Act of 1968.

Food Safety and Labeling

Legislation

During the 1960's several important pieces of food safety and

labeling legislation were enacted, as a result of the new con-

sumerism movement. The most important of these laws were the

Fair Packaging and Labeling Act of 1966, the Wholesome Meat

Products Act of 1967, and the Wholesome Poultry Products Act of

1968. Each of these laws is discussed below.

Fair Packaging and Labeling Act. -- The Fair Packaging and

Labeling Act, often called the "Truth in Packaging" Act, was in-

troduced in 196 1 by Senator Philip Hart of Michigan and was passed

five years later. The purpose of the law was to provide greater con-

sumer protection through the elimination of deceptive packaging and

labeling practices. Among these practices were deceptive illus-

trations, nonfunctional-slack-fill of packages, meaningless "serving"
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designations, excessive number of packages with various weights

and measures which make price comparison difficult, and deceptive

quantity statements like "giant half quart. "54

The act governs all consumer commodities, but it stipulates

specific requirements for labels on food packages. They include the

following:

-- A statement of the identity of the food. . . . It shall be
stated as the common or usual name of the food, such
as "beets" or "peaches. ". . . When a food is offered
in various forms, such as whole, sliced, or chopped,
the particular form shall be a prominent written part

of the statement of identity, unless depicted by vignette,
or when it is visible through the container.

-- A statement of the name and address of the manufacturer,
packer, or distributor. This information shall be con-
spicuously stated, with an appropriate description of the
relationship of the business, such as "packed for" or
"distributed by. ". . .

- -A statement of the net quantity of contents. This statement
shall appear without any qualifying terms-- "Giant Quart, "
"Jumbo Pound"--which may exaggerate the amount of the

food in the package. . . .

-- A statement of the net contents of a serving. If the label
of any food package represents the contents in terms of
the number of servings, then this statement shall be
accompanied by a description of the size of each serving. . .

-- A statement listing ingredients. When required, this
statement shall appear on a single panel of the label and

5 4 "Congress and Consumer Protection Moves, " Congressional

Digest, XLV (May, 1966), 172.
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shall be legible by virtue of type size, design, etc.
It shall list the ingredients by their common name

55in decreasing order of predominance. . . .

The Act also provides that at the discretion of the Secretary of

Commerce the number of package sizes for a particular product

may be standardized when an "undue proliferation" of sizes exists to

the point where it becomes difficult for the consumer to make value

comparisons. The standards are to be established with the co-

operation of manufacturers, distributors, and consumers, but their

compliance with the standard is voluntary. If the Secretary de-

termines that the compliance is inadequate, then he may request

congressional legislation for the necessary authority to enforce the

standards. 56

Wholesome Meat Products Act. -- This act regulates the inspection,

selling, and transporting of meat products in interstate commerce.

It requires that all meat products sold or transported in commerce be

conspicuously marked as passing regulations. In addition, the act

requires the inspection of the slaughter of animals and the preparation

of carcasses when the meat is intended for human consumption.

55Ina Friedelson, "Fair Packaging: Synopsis of Food Packaging
and Labeling Regulations, " FDA Papers, I (October, 1967), 23-24.

56 Birmingham, p. 178.
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The United States Department of Agriculture may choose to

cooperate with state inspection programs if state standards are

comparable to federal standards. The Department may cooperate

with state agencies in planning their state program, by providing

laboratory assistance and training, and through financial aid.

This act provides jurisdiction, in some cases, over meat

products in intrastate commerce. If the Secretary of Agriculture

discovers that a state agency is not taking effective action against

firms producing adulterated meat products, he may designate such

firms as subject to the provisions of the Act. The firms will

remain under the Secretary's jurisdiction until he determines that

the state will enforce regulations at least equal to federal

regulations.

The act also provides penalties for firms or persons convicted

of violations of the law. When there is no intent to defraud or

adulte rate the product, the maximum penalty is a 1, 000-dollar fine

or one year's imprisonment or both. When such intent can be

proved, the maximum penalty stipulated is a 10, 000-dollar fine or

three year's imprisonment or both.57

5 7 "Public Law 90-201, " U.S. Statutes at Large, LXXXI

(Washington, 1968), 584-601.
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Wholesome Poultry Products Act. - -The Wholesome Poultry

Products Act of 1968 applies to poultry products standards and

procedures similar to those which the Wholesome Meat Products Act

of 1967 required for meat products. The act prohibits the movement

or sale of adulterated or misbranded poultry products. The Act

makes it illegal to buy, sell, or transport dead, dying, disabled, or

diseased poultry carcasses. It is also illegal for a poultry product

to contain any poisonous substance or unapproved additive, or to be

prepared under unsanitary conditions.

The Act provides for Department of Agriculture inspection of

firms producing poultry products. The Department may cooperate

with the state programs under the same circumstances provided for

in the Wholesome Meat Products Act. In addition, the Secretary may

subject a firm in intrastate commerce to the provisions of the Act, and

the penalties for firms or persons violating the law are the same as

in the Wholesome Meat Products Act. 58

58,"
"Public Law 90-492, " U.S. Statutes at Large, LXXXII

(Washington, 1969), 791-808.
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The Product Recall: A New

Enforcement Tool

Origin of Product Recall

The Federal Food, Drug, and Cosmetic Act provides only for

the enforcement procedures of seizure, injunction, and criminal

prosecution; nevertheless, the Food and Drug Administration

originated the product recall as a new enforcement tool about

seventeen years ago. The agency views the product recall as an

alternative to multiple seizures in the case of violative products.

Furthermore, they maintain that product recall has become "the

most effective method of removing all units of products found to be

adulterated, to present a danger to health, to involve gross fraud

or deception of consumers, or to be materially misleading to the

detriment of consumers' health and welfare. "59

According to the House of Representatives' Committee on

Government Operations, "no statutory authorization for recalls

exists. "60 In tracing the origin of product recalls, the Committee

5 9 "Revision of Procedures for Recall of Products From the

Market, " Federal Register (Washington, June 15, 1971), p. 11514.

6 0 Committee on Government Operations, Recall Procedures
of the Food and Drug Administration (Washington, October 21,
1971), p.3 .
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received testimony by Mr. William W. Goodrich, the Food and

Drug Administration's General Counsel in 1971. Mr. Goodrich

stated the following:

. . There were some episodes of poisoning. We put out
a public warning about them, and the next question was to
the company: Are you going to get it off the market or
shall we seize it? And from that beginning the recall
system grew. 61

Growth of the Product Recall Program

Originally, recalls were issued only when violations represented

serious health hazards. By the early 1960's, the product recall

began to be used in instances of less serious violations and in ec-

onomic violations, such as misbranding. Eventually, even minor

violations were being enforced through the use of the product recall.

By the late 196 0's, the product recall had become the principal en-

forcement tool of the Food and Drug Administration.

The extent of the rapid growth of the product recall program may

be shown by the following figures. The number of product recalls of

food, drugs, cosmetics, and medical devices in 1962 and 1963 av-

eraged ninety-seven per year. In 1970, however, about 1, 400 recalls

were conducted by the Food and Drug Administration. 62 At the same

time, the number of seizures, injunctions, and criminal prosecutions

61 Ibid. 6 2 Ibid.
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declined drastically. The following information, also provided by the

Committee on Government Operations, compares the number of 1945

actions with those in 1969. The Food and Drug Administration in-

stituted a total of 3,098 seizures of food and drugs in 1945 compared

with 383 seizure actions in 1969. In 1945 there were 245 prosecutions

of food violations while in 1969 there were only 59 for all product

categories. Finally, in the area of injunctions, there were 35 for food

and drug violations in 1945 in contrast with 13 in 1969 for 111 products.

The Committee concluded that "The number of recalls has increased

more than tenfold in the past five or six years while prosecutions,

seizures, and injunctions has dropped sharply. ,63

Advantages and Disadvantages

of Product Recall

The House of Representatives' Committee on Government

Operations also presented in its report an evaluation of the ad-

vantages and disadvantages of the recall program as an enforcement

tool. Their conclusions are discussed below.

Advantages. -- The product recall program was described as the

quickest and least expensive enforcement method to remove vi-

olative products from the market. In his testimony before the

6 3 Ibid. , p. 8.



56

subcommittee in this regard, Mr. Allen E. Rayfield, former

Director of the Food and Drug Administration's Bureau of Reg-

ulatory Compliance, stated: "This procedure has been found to be

the most expeditious and efficient mechanism by which stocks

distributed over a large area in possession of a number of con-

signees can be quickly and efficiently removed from the channels

of distribution or from the shelves of the consumers. "~64

The Committee viewed as an advantage the fact that recalls are

not court actions. The Food and Drug Administration, therefore,

is not burdened with the expense and time required in filing legal

actions.

Disadvantages. - -Since no statutory authority exists for the

product recall program, the Food and Drug Administration cannot

legally enforce the recall action. It considers the recall to be a

"voluntary" act by a manufacturer.65 Although the Committee

viewed this situation as a disadvantage, the Food and Drug Ad-

ministration can, at any time, replace the recall action with

seizures, injunctions, and/or criminal prose cution when compliance

6 5 Ibid. , p. 4.6 4 Ibid. , p. 4.
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with the recall is either refused or is inadequate. This is possible

through a general policy of the agency to obtain evidence sufficient

to support a legal action before initiating a recall. 66

Another disadvantage of the product recall is that the Food and

Drug Administration is not reimbursed for its expenses in

monitoring a recall action. Since no statutory authority exists for

recalls, there is no provision for assessing these costs against the

manufacturer. Such provisions were made, however, in the 1938 act

to recover court costs and the agency's monitoring expenses in

seizure actions. 67

The final disadvantage of the product recall is that it requires the

cooperation of wholesalers and retailers. They must bear part of

the time and expense of recovering the product from the market.

For this reason, there is concern that their efforts may not be

sufficiently diligent in cases where no health hazard is perceived. 6 8

FDA Procedures for Product Recall

Recall definition. - -The Food and Drug Administration es-

tablished the following guidelines for defining what constitutes a

recall. First, the guideline defines two types of removals of

products from the market which are not classified as recalls.

6 6 Ibid. , p. 8. 6 7Ibid. , p. 5.

68Ibid. , p. 5.
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Removals of products from the market involving no
violations or only minor violations that would not be
subject to legal action under existing compliance policy
will not be classified as recalls. No effectiveness checks
will be made on the adequacy of such removals, and the
actions will not be placed on the public recall list.

Removals of products from the market, none of which
products have left the direct control of the manufacturer
or primary distributor, whether stored in their plant or
in premises under their control, will not be classified as
recalls if no stocks have been released for distribution.
Effectiveness checks shall be made on the adequacy of
such removals; however, the actions will not be placed on
the public recall list. 69

Then, two types of recalls are defined, depending upon their degree

of seriousness, as follows:

Class I Recalls

All removals from the market of products that present
threats to the health or safety of consumers.

Class II Recalls

All removals from the market of products that pose a
potential threat to consumer safety and well-being, involve
product adulteration, cause gross fraud or deception of
consumers, or are materially misleading causing con-
sumer injury or damage, and which are subject to legal
action under other aspects of FDA's existing compliance
policy. 70

h 9 "Revision of Procedures for Recall of Products From the
Market, " Federal Register (Washington, June 15, 1971), p. 11514.

7 0 Food and Drug Administration, "Recall Procedure, It
Regulatory Procedures Manual (Washington, April 17, 1972),
pp. 2-3.
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When a violation requires a recall according to these definitions,

it is the responsibility of the District Office or the Field Office of

the Food and Drug Administration to recommend that the recall be

classified as Class I or Class II. The actual classification, during

food recalls, is assigned by the Food Bureau Compliance Office. In

Class I recalls, the Office of the Commissioner must review the

circumstances of the recall and authorize the final classification.

The violation must also be categorized by the appropriate

Bureau Compliance Office in one of the following terms:

a. Threat to consumer safety.

b. Potential threat to consumer safety.

c. Fraudulent or deceptive.

d. Materially misleading.

e. Administrative ruling or finding.

f. Adulterated or misbranded.7 1

A recall may be undertaken due to initiation by the Food and Drug

Administration or on a voluntary basis by the manufacturer. The

classification used by the FDA includes

1. FDA Initiated Recall--A recall that is undertaken by
a firm after the Office of the Commissioner has re-
quested and notified the firm such action is necessary.

?lIbid. p. 3.
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2. Voluntary Recall--FDA Advised

a. A recall which is initiated voluntarily by the firm,
and FDA is notified by the firm.

b. A recall initiated voluntarily by the firm after
FDA brings the problem to its attention.

3. Voluntary Recall--FDA Not Advised

A recall that is initiated by the firm, but the firm does
not notify FDA of its action. 72

FDA assistance to recalling firm. -- In the case of FDA-initiated

recalls, the District or Field Office will notify the firm that the

product should be recalled. They will offer to coordinate with the

recalling firm in composing letters, telegrams, or telephone calls

to the firm's customers. All recall letters should be sent via first

class mail and/or airmail. The following requirements should also

be met:

The recall letter or telegram also should be flagged
"URGENT DRUG (or FOOD, etc.) RECALL". It should
be brief and to the point. It should identify clearly the
product, potency, dosage, type, lot number(s), and
contain a concise statement of the reason for the recall.

Letters should include a postage-paid, self-addressed post
card, envelope or other arrangements to enable the con-
signee to report the amount of the product available and
the disposition being made. If none is on hand, the

7 2 Ibid. , pp. 1-2.
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consignee should be directed to submit a negative report.
Prompt return of the card or other report should be
stressed. 73

The FDA Regulatory Procedures Manual contains sample letters,

envelopes, and return post cards.

In the case of voluntary recalls, assistance is given by the FDA

upon request by the recalling firm. If the firm has already begun to

notify its customers, the District or Field Office will request

sample copies of each recall notification. This information then

accompanies the recommendation for recall classification sent to

the Compliance Bureau.

Action guidelines. -- Guidelines for action to be undertaken by

the Food and Drug Administration during the recall have been

established. The guidelines determine the depth of the recall, the

placing of the recall on the public recall list, the number of ef-

fectiveness checks, and the issuance of a press release concerning

the recall by FDA. These are explained below.

The guidelines define the depth of the recall as the level of

distribution from which the product is required to be removed. The

recall could be to the retailer level or to the consumer level.

73 Food and Drug Administration, "Recall Procedure, "
Regulatory Procedures Manual ( Washington, September 15, 1971),
pp. 17-18.
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The Food and Drug Administration publishes a Weekly Recall

Report which includes the following information: name, form, and

label of the recalled product, the product type, lot number,

quantity, manufacturer or distributor's name and location, the

reason for the recall, type of recall, depth of the recall, and the

product's geographical distribution. The report is available to

anyone upon request.

Effectiveness checks are made by the District or Field Office

to determine if the firm's customers received notification of the

recall and are participating in the recall in a dilligent manner. The

following guidelines are used to determine the number of ef-

fectiveness checks required, based on the violation's recall

classification and category:

Level I - Effectiveness Checks

100% checks of all known direct accounts and sub-accounts
and, if necessary, to the consumer level.

Level 2 - Effectiveness Checks

(1) "Intensified" Level 2 effectiveness checks may be called
for in some Class II recall situations involving unusual
potential consumer risks or hazards. The level may be
extensive, ranging up to the upper limits. . .

(2) "Normal" Level 2 effectiveness checks will consist of:
Direct accounts -- 10% of the total number of direct con-

signess or 3 per District in whose area consignees are
located, whichever is greater.

Sub accounts--2 customers of each direct account visited.
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Level 3 - Effectiveness Checks

Direct accounts--2% of the total number of direct con-
signees, or 1 per District in whose area consignees are
located, whichever is greater. Sub accounts--1 customer
of each direct account visited.74

Finally, the Food and Drug Administration may issue press re-

leases warning the public about a health hazard if the seriousness

of the recall warrants such action. Press releases may also be

issued for the purpose of informing business organizations or groups.

The FDA's "Action Guidelines" provide that the following actions

be taken during Class I and Class II recalls:

Class I Recalls

Such removals shall:

a. Be made to the consumer level;

b. Be placed on the public recall list;

c. Have a public warning issued by the FDA as the
Commissioner directs. Such warning will be issued
in the name of the Commissioner. The term
"warning" will be reserved for Class I recalls
only and will not be used in press releases or in
response to inquiries on any other class of recall.

d. Have Level 1 effectiveness checks made on re-
moval adequacy.

7 4 Food and Drug Administration, "Recall Procedure, "
Regulatory Procedure Manual (Washington, April 17, 1972), p. 4.
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Class II Recalls

Such removals shall:

a. Be made to the retail or dispensing level;

b. Be placed on the public recall list;

c. When in the public interest, have a press release
issued by the FDA. This may be to alert institutions,
professional or industry groups or other affected

persons.

d. Have effectiveness checks made on removal
adequacy at levels reflecting the degree of

consumer hazard associated with the violation. 75

Another action which is the responsibility of the District or Field

Office, according to FDA operating procedure, is the collection of

samples of the product. An in-depth establishment inspection should

be conducted to ascertain the cause of the recalls in Class I Recalls

and Class II Recalls with Level 2 effectiveness checks. At times,

conditions may also warrant an establishment inspection during a

Class II Recall with Level 3 effectiveness checks. 7 6

The Food and Drug Administration's product recall procedures

have been briefly summarized. Major portions of the Regulatory

Procedures Manual concern the internal handling and processing of

7 5 Food and Drug Administration, "Recall Procedures, "
Regulatory Procedures Manual (Washington, September 15, 1971),

p. 11.

7 6 Ibid., p. 16.
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recall information and correspondence. Such information and other

detailed procedures contained in the manual are beyond the scope

of this review.

Chapter II has presented the historical background of food

regulation. The role of the consumer movements which popularized

food law reform was reviewed during four periods of United States

history: up to 1906, 1906-1938, 1939-1960, and 1961 through the

present. The major food laws and their amendments were also

presented. Finally, the enforcement of the food laws through the

Food and Drug Administration was described, with emphasis placed

on the agency's newest enforcement tool, the product recall.



CHAPTER III

THE CAPABILITY OF TEXAS FOOD PROCESSORS

TO CONDUCT A PRODUCT RECALL

A questionnaire was mailed to 316 food processors throughout the

state of Texas to assess their capability to conduct a product recall.

Information was requested concerning their procedures, policies,

and organization for conducting a product recall. Respondents in-

dicating previous product recall experience were asked additional

information to determine their evaluation of the effectiveness of their

firm's recall and the impact, if any, on their firm's marketing

program.

Of the 316 surveys sent, 113 (35.8 per cent) were returned. Of

the surveys received, 106 were completed in a manner usable for

analysis. The seven responses considered unusuable were either

incomplete or received after the deadline date. The 106 responding

firms closely approximated the original population in regard to firm

size and food product category.

The following analysis presents the data obtained from the survey

by-first presenting the data from the 106 respondents,-and then

from the 13 respondents reporting previous product recall experience.

66
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Whenever the terms "respondents" or "responding firms" are used

in the analysis, they refer to the 106 usable surveys. Percentage

calculations, unless otherwise noted, were made on the basis of 106

respondents equals 100 per cent. The respondents with previous

recall experience are referred to as "recall respondents" or simply,

as "firms involved in recalls. " Percentage calculations, unless

otherwise noted, were made on the basis of 13 respondents equals

100 per cent for this group. Due to rounding, the percentage totals

for some sets of data may not equal precisely 100 per cent.

Respondent Demography

Position of Respondent in Firm

The respondents were requested to indicate their position in the

firm. Table I shows that almost half (49. 1 per cent) of the 106

respondents held the top ranking position in their firms.

TABLE I

POSITION OF RESPONDENT IN FIRM

Position Per Cent of Respondents

in Each Position

President or Owner . . . . . . . . . . 49. 1

Plant Manager . . . . . . . . . . . . 21.7

Director of Marketing ... . . . . . . . 8. 5

Other.....-... . . . . . . . . . 20.8
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A wide variety of respondent positions were found in the "Other"

category. The positions most frequently indicated were Assistant

Manager, Comptroller, and Quality Control personnel.

Table II shows the position of the respondents from firms with

previous product recall experience.

TABLE II

POSITION OF RESPONDENT IN FIRMS
INVOLVED IN RECALLS

Position Per Cent of Respondents
in Each Category

President or Owner . . . . . . . . . 30. 8

Plant Manager . . . . . . . . . . . . 30.8

Director of Marketing . . . . . . . . 15.4

Other . . . . . . . . . . . . . . . . . 23.1

The other positions held by these respondents included District

Manager, Technical Services Manager, and Assistant Manager.

A smaller percentage of these respondents (30.8 per cent) held

the top-ranking position in their firms, compared with the 106

respondents (49. 1 per cent). In both cases, however, nearly all of

the respondents held high level management positions, which suggests

that they should be knowledgeable about their company's procedures,

policies, and organization for conducting a product recall.
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Categories of Food Products Produced

Table III presents the categories of food products produced by

the 106 responding firms. Although 14.3 per cent (n = 15) of the

responding firms indicated that they produce products from more

than one category, the firms are shown in the category from which

they were selected from the population. This classification is

necessary in order to conduct a statistical test to determine if the

proportion in each category approximates the proportion of firms in

each category in the original population.

TABLE III

CATEGORIES OF FOOD PRODUCTS PRODUCED

Product Category Per Cent of Respondents
in Each Category

Meat, Poultry, Fish . . . . . . . . . 30.2
Fruits, Vegetables, Jellies,

Canned Specialties . . . . . . . . 15. 1
Flour, Grain, Cereal, Bakery

Products..... . . . . . . . . 16.0
Oils, Shortening........... . 8.5
Dairy Products .-.-............ 16.0
Soft Drinks, Carbonated Water . . . . . 10.4
Other........-.-- .- ...... .. 3 8

The other types of food products produced included candy, coffee, and

spices.

The chi square goodness of fit test was used to determine whether

or not the responses obtained were consistent with the population in
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regard to the types of products produced. A chi square value of 9. 38

was obtained and, with six degrees of freedom, resulted in a signi-

ficance level of .20. Since a level of significance of .05 is being used

in this study, there is no statistically significant difference between

the population and the sample responses.

Recalls were reported by firms producing all types of food

products. The thirteen firms involved in product recalls produced

the following types of food products, as presented in Table IV. Al-

though seven firms (53. 8 per cent) produced products in more than

one category, they are listed in the category of the product which was

recalled.

TABLE IV

CATEGORIES OF FOOD PRODUCTS PRODUCED BY
THOSE INVOLVED IN RECALLS

Product Category Per Cent of Respondents

in Each Category

Meat, Poultry, Fish . . . . . . . . . 7. 7
Fruits, Vegetables, Jellies,

Canned Specialties . . . . . . . . 15.4
Flour, Grain, Cereal, Bakery

Products....-.. . . . . . . . . 23. 1
Oils, Shortening .-.. . . . . . . . . 15.4
Dairy Products.-.-... . . . . . . . . 23. 1
Soft Drinks, Carbonated Water . . . . . 15.4
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Size of Responding Firms

Table V indicates the size of the responding firms, based on the

number of their employees.

TABLE V

SIZE OF RESPONDING FIRMS BY
NUMBER OF EMPLOYEES

Number of Employees Per Cent of Respondents
in Each Classification

Less than 25 . . . . . . . . . . . . . 37.7

25 - 99....... ................ 35.8

100 or more . . . . . . . . . . . . . 26.4

The data show that more than two-thirds of the responding firms

(73.5 per cent) employed fewer than 100 employees, while 26.4 per

cent of the firms employed 100 or more employees.

The chi-square goodness of fit test was used to determine if the

proportion of firms in each size category in the original population

was statistically different from the 106 respondents. A chi-square

value of 1. 33 was obtained and, with two degrees of freedom,

resulted in a significance level of .60. Therefore, there is no

statistically significant difference between the responses obtained

and the population.
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Recalls were found to occur in firms of all sizes, based on the

number of the firm's employees. A majority of these firms, how-

ever, employed one hundred or more employees. Table VI shows

this information.

TABLE VI

SIZE OF FIRMS INVOLVED IN RECALLS

Number of Employees Per Cent of Respondents
in Each Classification

Less than 25.-.-.. . . . . . . . . 15.4

25 - 99..-... . . . . . . . . . 23.1

100 or more . . . . . . . . . . . 61.5

The data reveal a considerable difference in size between the

106 respondents as a whole and those respondents reporting previous

product recall experience. Subsequent analysis shows that most of

the 13 respondents evaluated their firm's recall efforts as "very

effective. " It is possible, therefore, that only those firms with

rather successful recall experience were willing to disclose such

experience in a survey. In this case, the successful product recall

programs were conducted by predominantly large firms.
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Area of Distribution

Table VII presents the geographical area of distribution for the

responding firms' food products. Due to their small size, it is

reasonable that a sizeable proportion of the firms distribute their

products within the state of Texas only.

TABLE VII

AREA OF DISTRIBUTION OF FOOD PRODUCTS

Area of Distribution Per Cent of Respondents

in Each Area

Local.............. . 37.7

State.............. . 11.3

Regional (more than one state) . . . 34. 0

National...... . . . . . . . . 15. 1

International . . . . . . . . . . . 1.9

The percentage of firms with intrastate distribution of their products

was 49 per cent. The number of firms involved in interstate trans-

portation of their products, and therefore subject to the federal food

laws and regulations by the Food and Drug Administration, re-

presented 51 per cent of the respondents.

The area of distribution of food products produced by the thirteen

firms involved in recalls ranged from local to national. Six firms
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(46.2 per cent) were involved in intrastate transportation of their

products, while seven firms (53. 8 per cent) were selling their

products in interstate commerce. These are approximately the

same proportions as in the responding group as a whole. Table VIII

presents these results.

TABLE VIII

AREA OF DISTRIBUTION OF FOOD PRODUCTS
OF THOSE INVOLVED IN RECALLS

Area of Distribution Per Cent of Respondents

in Each Area

Local. . .. . . . . . . . . . . 30.8

State . . . . . . . . . . . . . . 15.4

Regional (more than one state) . . . 30. 8

National . . . . . . . . . . . . . 23. 1

The data reveal that 55.6 per cent of the responding firms would

have to coordinate their product recall efforts with two or more types

of middlemen. Effective coordination with the firm's middlemen

would require careful planning and organization.

Distribution Channel Characteristics

The respondents were asked to indicate the types of middlemen

used to distribute their food products. Table IX reveals the



75

complexity of the respondents' distribution channels based on the

number of middlemen in the channel. Those firms not employing

any middlemen sold directly to the ultimate consumer.

TABLE IX

NUMBER OF MIDDLEMEN TYPES USED BY RESPONDENTS

Types of Middlemen Per Cent of Respondents
in Channel in Each Classification

0...... . .... ..... 10.4

1 . . .. .. ........ 34.0

2 . . . . . . . . . . . . . . 24.5

3 . . . . . . . . . . . . . . 31.1

All of the responding firms who have been involved in product

recalls used at least one middleman in their channels of distribution.

Table X shows the percentage of respondents using different types

of middlemen.
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TABLE X

NUMBER OF MIDDLEMEN TYPES USED
BY THOSE INVOLVED IN RECALLS

Types of Middlemen Per Cent of Respondents
in Channel in Each Classification

1............... . . . . . 15.4

2 .-.. . . . . . . . . . . . 30.8

3 - . . . . . . . . . . . . . 53.8

The firms reporting previous product recall experience also indicated

the use of a more complex distribution channel than the respondents

as a whole. Eleven of the 13 respondents (84.6 per cent) stated that

they used two or more types of middlemen. It will be interesting to

note later in the analysis whether or not these firms coordinated

effectively with their various middlemen during the product recall.

Table XI shows the various types of middlemen used by the

respondents to distribute their food products.
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TABLE XI

TYPES OF MIDDLEMEN USED BY RESPONDENTS

Type of Middleman Per Cent of Respondents

Using Each Type

Food Broker or Agent. . . . . . . . . 37.7

Wholesaler . . . . . . . . . . . . . 53.8

Retailer....-.. . . . . . . . . . . 79.2

The data reveal that a majority of the 106 respondents use both

wholesalers and retailers in their distribution channels. Table XII

shows that the percentages for each type of middleman are con-

siderably higher for those firms involved in recalls. This is con-

sistent with the increased number of types of middlemen reported

in Table X.

TABLE XII

TYPES OF MIDDLEMEN USED BY THOSE
INVOLVED IN PRODUCT RECALLS

Types of Middlemen Per Cent of Respondents

Using Each Type

Food Broker or Agent .-. . . . . . . . 53. 9

Wholesaler. . . . . . . . . . . . . . 76.9

Retailer............... . 92.3
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Another indication of the types of distribution channels used by

the respondents was the number of firms selling to other food pro-

cessors. Table XIII relates this information.

TABLE XIII

SALES MADE TO OTHER FOOD PROCESSORS

Does Your Firm Sell to Per Cent of Respondents
Other Food Processors? Answering Yes or No

Yes.. . . . . . . . . . . . . 50.0

No . . . . . . . . . . . . . 50.0

A slightly higher percentage of those firms involved in previous

product recalls were found to sell to other food processors.

Table XIV shows these percentages.

TABLE XIV

SALES MADE TO OTHER FOOD PROCESSORS
BY THOSE INVOLVED IN RECALLS

Does Your Firm Sell to Per Cent of Respondents
Other Food Processors? Answering Yes or No

Yes.-.-........... . 61.5

No. ...-.. . . . . . . . . 38.5
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A comparison of the data show that, on an overall basis, the firms

which have conducted a product recall utilize more complex

distribution channels than the respondents as a whole. For this

reason, it will be useful to analyze the responses of the recall re-

spondents regarding their effectiveness in notifying and coordinating

with the members of their distribution channel.

Product Packaging Characteristics

The respondents were asked to report the various types of

packaging used for their food products. The majority of the re-

sponding firms indicated that they used more than one type of

packaging. Table XV shows the percentage of firms using one, two

or three different types of packaging.

TABLE XV

NUMBER OF PRODUCT PACKAGING TYPES
USED BY RESPONDENTS

Number of Packaging Per Cent of Respondents
Types in Each Classification

1 . . . . . . . . . . . . . . 48.1

2 . . . . . . . . . . . . . . 39.6

3 . . . . . . . . . . . . . . 12.3
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Ten of the responding firms with recall experience (77. 0 per

cent) reported that their food products were packaged in more than

one type of packaging. Table XVI shows this information.

TABLE XVI

NUMBER OF PRODUCT PACKAGING TYPES USED
BY THOSE INVOLVED IN RECALLS

Number of Packaging Per Cent of Respondents
Types in Each Classification

1 . . . . . . . . . . . . . . 23.1

2 ... . . . . . . . . . . . 38.5

3 . . . . . . . . . . . . . 38.5

Table XVII presents the proportion of the 106 respondents using

each type of product packaging. More than half of these firms re-

ported the use of paper containers (boxes) as one of their methods

of packaging.
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TABLE XVII

TYPES OF PRODUCT PACKAGING

Packaging Type Per Cent of Respondents

Using Each Type

Cans ............ ,. .

Bottles . . . . . . . . .

Glass Jars . . . . ...

Paper Containers (Boxes)

Plastic or Paper Wrapped

Other................

. . . . 23.5

. . . . 19.8

. . . . 14.2

. . . . 52.8

. . . . 45.3

. . . . 8.5

The other types of product packaging used by the responding firms

were drums containing syrup concentrates for soft drinks, foil pans

for frozen foods, and plastic containers.

The percentage of the respondents with previous product recall

experience using each type of product packaging is shown in

Table XVIII.
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TABLE XVIII

TYPES OF PRODUCT PACKAGING USED BY
THOSE INVOLVED IN RECALLS

Packaging Type Per Cent of Respondents

Using Each Type

Cans...-.......... . . 38.5

Bottles.-.......................38.5

Glass Jars....................23. 1

Paper Containers (Boxes) . . ... .. 46.2

Plastic or Paper Wrapped.............53.8

Other............ .............. .15.4

The data show that a majority of these firms

wrapping as one of their packaging methods.

packaging reported were drums and foil pans.

used plastic or paper

The other types of

Characteristics Affecting Ability
to Handle a Product Recall

The respondents were asked questions in three general areas to

determine their ability to conduct a product recall if one should be-

come necessary. These areas were policy and administration,

package identification coding and recordkeeping, and public relations.

Each area is discussed below.
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Policy and Administration

Existence of recall procedures. -- The respondents were asked to

indicate whether their firms have written procedures for product

recalls. Table XIX shows the percentage of firms having written

procedures for product recalls.

TABLE XIX

RESPONDENTS WITH WRITTEN PROCEDURES
FOR PRODUCT RECALLS

Does Your Firm Have Per Cent of Respondents
Written Procedures Answering Yes or No

for Recalls?

Yes.. . . . . . . . . . . . . 20.8

No . . . . . . . . . . . . . 75.5

Don'tKnow . . . . . . . . . 3.8

The data reveal that a majority of the 106 responding firms do not

have any type of written procedures for conducting a product recall.

This is an indication of a lack of preparation on the part of these

firms. This inadequacy may be related to the small size of the

average food processing firm.
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In contrast with the respondents as a whole, a majority of the

respondents who have been involved in product recalls indicated

that they now have written procedures for product recalls. Table XX

shows the proportion of firms with such guidelines.

TABLE XX

RESPONDENTS WITH WRITTEN PROCEDURES WHO
HAVE CONDUCTED RECALLS

Does Your Firm Now Have Per Cent of Respondents
Written Procedures for Answering Yes or No

Recalls ?

Yes.. . . . . . . . . . . . . 53.8

No . . . . . . . . . . . . . 46.2

Two explanations are possible for the widely varying percentages of

firms in the total respondent group and in the group with recall ex-

perience who have written recall procedures. One possibility is that

the difference is a function of firm size, since the average firm in the

total respondent group was small while the average firm in the recall

respondent group was large. Another possibility is that the firms

with recall experience developed these procedures after their recalls

to prepare them for any future recalls. Both possibilities will be ex-

plored later in the analysis.
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Knowledge of FDA regulations. -- An attempt was also made to

determine if the responding firms were familiar with Food and Drug

Administration regulations concerning food product recalls.

Table XXI shows the proportion of firms with personnel knowledgeable

in this area.

TABLE XXI

RESPONDENTS FAMILIAR WITH FOOD
AND DRUG ADMINISTRATION'S

REQUIREMENTS FOR
RECALLS

Is Someone in the Firm Per Cent of Respondents

Familiar with FDA Re- Answering Yes or No
quirements for Recalls?

Yes . . . . . . . . . . . . . 38.7

No . . . . . . . . . . . . . 53.8

Don'tKnow. . . . . . . . . . 7.5

The data show that a majority of the total respondents do not have an

individual within the firm who is familiar with Food and Drug Ad-

ministration requirements for recalls. This is another indication of

a lack of preparation on the part of these firms to conduct a product

recall. Table XXII presents similar information for those firms

previously involved in product recalls.
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TABLE XXII

RECALL RESPONDENTS FAMILIAR WITH FOOD AND DRUG
ADMINISTRATION'S REQUIREMENTS FOR RECALLS

Is Someone in the Firm Per Cent of Respondents
Familiar with FDA Answering Yes or No

Requirements for Recalls?

Yes . . . . . . . . . . . . . 76.9

No . . . . . . . . . . . . . 23.1

A clear majority of the respondents who have conducted product

recalls indicated that someone within their firm was knowledgeable

about the Food and Drug Administration's recall regulations. Again,

two possible explanations exist for the differences between the two

groups. Firm size may be a factor, or familiarity with the FDA's

regulations may have been acquired during the process of con-

ducting the product recall.

Where recall decisions made. -- The respondents were asked to

indicate where the major policy decision would be made in the event

of a product recall. Table XXIII identifies the location where recall

policy decisions would be made in the responding firms. The data

show that the recall policy decisions are most apt to be made at the
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plant location receiving the survey. Due to the small average size

of these firms, the plant responding to the survey is probably the

only plant.

TABLE XXIII

LOCATION OF MAJOR POLICY DECISIONS
REGARDING RECALL

Location Per Cent of Respondents
in Each Location

This Plant Location

Regional Offices
Located Elsewhere. ......

Company Headquarters

Located Elsewhere. ......

89.6

2. 8

7. 5

Table XXIV shows the locations where recall policy decisions

are made in the firms reporting recall experience.
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TABLE XXIV

LOCATION OF MAJOR POLICY DECISIONS
FOR RECALL RESPONDENTS

Location Per Cent of Respondents

in Each Location

This Plant Location . . . . . . . . . . 76.9

Regional Offices
Located Elsewhere . . . . . . . . 7. 7

Company Headquarters
Located Elsewhere . . . . . . . . 15.4

Most of the respondents previously involved in product recalls re-

ported that their plant location was the place where major policy

decisions are made about product recalls. This group reported a

higher percentage of firms where the decision would be made at the

regional or corporate headquarters level than the total respondent

group. This difference may be attributed to the larger size of the

recall respondent firms.

Person responsible for recall execution. -- The respondents were

also asked to indicate the position of the person responsible for

execution of the product recall at the plant receiving the survey.

Table XXV presents this information.
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TABLE XXV

POSITION OF PERSON RESPONSIBLE FOR
RECALL EXECUTION IN YOUR PLANT

Position Per Cent of Respondents

in Each Position

President or Owner . . . . . . . . . . 69. 8

Plant Manager . . . . . . . . . . . 22.6

Director of Marketing . . . . . . . . . 5. 7

Quality Control Manager . . . . . . . 1. 9

The data show that it is usually the top-ranking executive in the firm

who is responsible for product recalls. Table XXVI presents this

information for those firms with product recall experience.

TABLE XXVI

POSITION OF PERSON RESPONSIBLE FOR RECALL
EXECUTION IN RECALL RESPONDENTS' PLANTS

Position Per Cent of Respondents
in Each Position

President or Owner . . . . . . . . . 30. 8

Plant Manager...-.. . . . . . . . . 53.8

Director of Marketing . . . . . . . . . 7. 7

Quality Control Manager . . . . . . . 7. 7
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A majority of the responding firms who have conducted product

recalls indicated that the plant manager was the person responsible

for the execution of a product recall in their plant location. The

plant manager, rather than the president or owner, is the executive

charged with this responsibility due to the larger size and more

complex organizational structure of these firms compared to the total

respondent group.

Package Identification Coding
and Record Keeping

Existence of coding procedures. -- The respondents were asked if

any identification information or coding was placed on their food

product packaging. Table XXVII presents this information.

TABLE XXVII

RESPONDENTS USING IDENTIFICATION
CODING ON PACKAGING

Does Your Firm Place Per Cent of Respondents
Identification Coding Answering Yes or No

on Its Packaging?

Yes.-.-..... ...... . 74.5

No. ...-.. . . . . . . . . 24.5

The data show that a majority of the responding firms indicated they

placed some type of identification coding on their packaging. The use
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of this coding would be extremely beneficial to these firms in

tracing their products during a recall.

Table XXVIII shows the percentage of the firms with recall

experience which use identification coding on their packaging.

TABLE XXVIII

RECALL RESPONDENTS USING IDEN TIFICA TION
CODING ON PACKAGING

Does Your Firm Place Per Cent of Respondents
Identification Coding Answering Yes or No

on Its Packaging?

Yes.. . . . . . . . . . . . . 92.3

No . . . . . . . . . . . . . 7.7

Although a majority of both respondent groups use identification

coding on their packaging, a larger percentage of firms with

previous product recall experience utilize these coding procedures.

This may be a function of size or the result of their product recall

experience. These possibilities will be analyzed later.

Types of package coding. -- Of the 79 firms (74. 5 per cent of the

responding firms) reporting that they placed some type of iden-

tification information on their food packages, more than half (56.6
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per cent) were using more than one type of coding. This compares

with 69.2 per cent of the firms with recall experience who employ

more than one type of identification coding.

Table XXIX shows the proportion of the 79 respondents using

specific types of identification coding on their food packages. The

first type of information, plant identification, was for multiplant

firms only,because the name of the producer or distributor is already

required on food product labeling. In the event of a product recall,

it would be necessary to identify the plant producing the recalled

product.

TABLE XXIX

TYPE OF IDENTIFICATION CODING
ON PACKAGING

Type of Coding Used Per Cent of Respondents

Using Each Type

Plant Identification (for
multiplant firms only) . . . . . . 39.2

Lot or Batch Identification. . . . . . . 35.4

Production Date.-.... ..... .. 77.2

Product Expiration date . . . . . . . . 31.6

The data reveal that the production date was the most commonly

used method of identification coding for the responding firms. The
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production date should be adequate for these firms, given their small

average size, whereas larger firms are more apt to need plant iden-

tification and lot or batch identification.

Table XXX shows the proportion of the twelve firms with recall

experience using each type of identification coding on their pack-

aging. The data shows that slightly more than half of the respondents

using identification coding maintain shipping identification records.

The firms which maintain such records are in a better position to

trace their products during a product recall more quickly and with

less expense than those firms without such records. The latter firms

would have to notify all of their customers concerning the recall and

request that they check their premises for the recalled product.

TABLE XXX

TYPES OF IDENTIFICATION CODING USED
BY RECALL RESPONDENTS

Type of Coding Used Per Cent of Respondents

Using Each Type

Plant Identification (for multi-
plant firms only) . . . . . . . . . 75.0

Lot or Batch Identification. . . . . . . 41.7

Production Date.-..... . . . . . . 83. 3

Product Expiration Date 40. 0
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The most commonly used type of identification coding proved to be

the production date. In addition, the high percentage of firms

reporting that their plant was part of a multiplant operation supports

the high percentage of firms reporting that the plant manager is

responsible for the execution of the recall at their location.

Existence of shipment records. -- The respondents were asked if

they kept records which identify the shipments sent to each customer.

Table XXXI shows the percentage of the 79 firms using coding that

also maintain records of this nature.

TABLE XXXI

RESPONDENTS MAINTAINING RECORDS
OF SHIPMENT IDENTIFICATION

Does Your Firm Maintain Per Cent of Respondents
Records for Lot or Ship- Answering Yes or No

ment Identification?

Yes .... . . . . . . . . . . 51.9

No.-..... ....... . 48.1

Table XXXII shows the proportion of the twelve firms with recall

experience which use identification coding and maintain shipping

identification records.
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TABLE XXXII

RECALL RESPONDENTS MAINTAING RECORDS
OF SHIPMENT IDENTIFICATION

Does Your Firm Maintain Per Cent of Respondents
Records for Lot or Ship- Answering Yes or No

ment Identification?

Yes... ... ... .... 75.0

No. . .... ...... 25.0

A higher percentage of firms involved in product recalls reported that

they maintained records which identify the shipments sent to each

customer than the firms in the total respondent group. Again, this

difference may be a function of size or the result of the product recall

experience.

The respondents were also asked for what length of time these

shipping records were kept by the firm. Table XXXIII presents this

information.
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TABLE XXXIII

LENGTH OF TIME SHIPMENT IDENTIFICATION
RECORDS ARE KEPT

Length of Time Per Cent of Respondents
in Each Classification

1 - 6 months . . . . . . . . . . . 22.0

7 - 12 months . . . . . ...... 7.3

More than one year . . . . . . . . 70. 7

Table XXXIV shows the proportion of the recall firms main-

taining such records for specific lengths of time.

TABLE XXXIV

LENGTH OF TIME SHIPMENT IDENTIFICATION
RECORDS ARE KEPT BY RECALL

RESPONDENTS

Length of Time Per Cent of Respondents
in Each Classification

1 - 6 months..... . . . . ... 12.5

7 - 12 months.. . . . . . . .. 12. 5

More than one year ........ 75.0

A majority of firms in both groups retain their shipping identification

records for more than one year. This should be an adequate length

of time for most firms since most food products are consumed within

this time period.
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Public Relations

Person responsible for public relations. -- The respondents were

asked to state the position of the person in the firm who would be

responsible for the public relations in the event of a product recall.

Table XXXV reveals that in most firms the top-ranking executive in

the firm would have this responsibility.

TABLE XXXV

POSITION OF PERSON RESPONSIBLE FOR PUBLIC
RELATIONS DURING PRODUCT RECALL

Position Per Cent of Respondents

in Each Position

President or Owner . . . . . . . . . . 73.6

Plant Manager . . . . . . . . . . . . 16.0

Public Relations Director . . . . . .. 8. 5

Director of Marketing . . . . . . . . . 1.8

Given the small average size of these firms, it is appropriate that the

president or owner of the firm would assume the public relations

responsibility during a product recall. Table XXXVI presents

similar information for those firms previously involved in recalls.
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TABLE XXXVI

POSITION OF PERSON RESPONSIBLE FOR PUBLIC RELA TIONS
DURING RECALL IN FIRMS WITH RECALL EXPERIENCE

Position Per Cent of Respondents
in Each Position

President or Owner. . . ......... 61. 5

Plant Manager . . . . . .. . . . . . 30. 8

Public Relations Director . . . . . .. 7. 7

Director of Marketing . . . . .. . . . 0.0

A majority of the firms with recall experience also indicated that the

president or owner of the firm would be responsible for the public

relations function during a product recall. Many of the remaining

firms, which were probably multiplant firms, gave this responsibility

to the plant manager.

Public relations experience. -- The respondents were requested

to indicate whether the person responsible for public relations during

a product recall is experienced in this area. Table XXXVII relates

this information.
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TABLE XXXVII

PERSON RESPONSIBLE FOR PUBLIC
RELATIONS EXPERIENCED

Does the Person Have Per Cent of Respondents
Public Relations Answering Yes or No

Experience ?

Yes....... . . . . . . . . .. 53.8

No.-..... ....... . 46.2

A majority of these firms stated that the person responsible for the

public relations aspect of a recall is experienced in this area. This

experience should enable these persons to perform the public re-

lations function more effectively than those individuals without

previous experience. Their performance could be crucial in ob-

taining the cooperation of the firm's middlemen customers and in

maintaining the consumer's goodwill during the recall.

Table XXXVIII shows the percentage of the thirteen firms pre-

viously involved in product recalls reporting that the person holding

this position has public relations experience.
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TABLE XXXVIII

PERSON RESPONSIBLE FOR PUBLIC RELATIONS
EXPERIENCED IN FIRMS INVOLVED

IN RECALL

Does the Person Have Per Cent of Respondents
Public Relations Answering Yes or No

Experience ?

Yes............. . 76.9

No....... . . . . . . . . 23.1

The data show that a higher percentage of the firms with product

recall experience have experienced persons responsible for the

public relations function during a product recall than the firms in the

total respondent group. This difference may be related to the larger

size of the firms having conducted recalls or to their recall

experience.

Type of public relations experience. -- Of the 57 firms in the total

respondent group reporting that the person responsible for public

relations during a product recall has experience of this nature,

approximately half (48. 3 per cent) indicated that this individual has

more than one type of public relations experience. Table XXXIX

shows the specific types of public relations experience of these

indviduals.
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TABLE XXXIX

EXPERIENCE OF PERSON RESPONSIBLE
FOR PUBLIC RELATIONS DURING

PRODUCT RECALL

Type of Experience Per Cent of Respondents
With Each Type

Written Press Releases. ...........

Conducted Press Conferences......

Managed Advertising Campaign .

Other...-............ .. . . . .

50. 0

37.9

67.2

5. 2

The three firms indicating other types of public relations experience

for the person with this responsibility gave rather vague responses.

Two of the respondents wrote "General PR experience, " while the

third stated "Press relations. "

Of the ten firms with recall experience which indicated that the

person responsible for public relations has experience in this area,

five (50.0 per cent) reported more than one type of experience.

Table XLpre sents this information.
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TABLE XL

EXPERIENCE OF PERSON RESPONSIBLE FOR PUBLIC
RELATIONS DURING RECALL IN FIRMS

WITH RECALL EXPERIENCE

Type of Experience Per Cent of Respondents

With Each Type

Written Press Releases . . . . . . . . 50.0

Conducted Press Conferences . . . . . 60.0

Managed Advertising Campaign . . . . 50. 0

Evaluation of Recall Experience

The respondents who have conducted product recalls were asked

an additional series of questions designed to determine whether any

of their policies or procedures had changed since the recall and, also,

to determine their evaluation of the effectiveness of their recall.

These results are discussed below.

Procedures prior to recall. -- The respondents were asked whether

their firms had written procedures prior to their product recall.

Earlier in the questionnaire, all respondents were asked whether their

firms had written guidelines now. Table XLI compares these answers

of the thirteen firms involved in product recalls.
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TABLE XLI

COMPARISON OF EXISTENCE OF RECALL PROCEDURES
BEFORE AND AFTER RECALL

Existence of RecallProcedures
Response Before After

Recall Recall

Yes 46.2 53.8

No 53.8 46.2

The data reveal that before the recall a higher percentage (46.2 per

cent) of these firms had written procedures for recalls than the 106

respondents (20. 8 per cent). After the recall, only one of the firms

previously without recall procedures developed such guidelines.

Use of identification coding prior to recall. -- The thirteen

respondents were also asked to indicate whether their firms had used

identification coding on their packaging prior to the recall. Table XLII

compares this information to the percentage of the thirteen firms

who reported their firms were using such coding now.
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TABLE XLII

COMPARISON OF IDENTIFICATION CODING USE BEFORE
AND AFTER RECALL

Use of Identification Coding
Response Be fore After

Recall Recall

Yes 92.3 92.3

No 7.7 7.7

The data show that twelve of the thirteen firms were using iden-

tification coding prior to their product recall and that the one firm

without such coding did not institute such procedures after its recall.

The latter firm was a soft drink bottler, a member of an industry

which has only recently begun to place some type of coding on bottle

caps.

Other changes in procedures or policy. -- The respondents were

asked to indicate whether any of the firm's policies or procedures

were changed as a result of the product recall. Comments were re-

quested in three areas: lot identification information or record

keeping; public relations, advertising, personal selling; and other

policy or procedure changes. Most of the thirteen respondents re-

ported that no changes were made in any of these areas. One
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respondent stated that after the recall, his company developed and

implemented a computerized recall system to determine which

production lots were shipped to which customers. This respondent

also reported that subsequent to the recall specific responsibilities

were assigned to various individuals in the company in the event of

another recall. Several other respondents indicated that more

stringent quality control procedures were instituted after the recall

in their firms. The probable reason for the scarcity of changes in

procedures or policy made by the thirteen respondents after their

product recalls may be found in their high evaluations of their firms'

effectiveness in conducting the product recall.

Evaluation of recall effectiveness. -- The respondents were asked

to evaluate their firm's effectiveness in regard to several specific

aspects of conducting a product recall. They were asked to rate the

level of effectiveness of the firm's efforts in three areas: identifying

and tracing suspected lots, obtaining the cooperation of its

customers, and handling the public relations functions of the recall.

Table XLIII presents their evaluation.
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TABLE XLIII

EVALUATION OF RECALL EFFECTIVENESS

Effectiveness Level-%
Area of Effectiveness Very Don't

Effective Adequate Inadequate Know

Tracing Suspect Lots 69.2 30. 8 0.0 0.0

Obtaining Customer
Cooperation 69.2 23.1 0.0 7. 7

Handling Public
Relations 61.5 38.5 0.0 0.0

None of the respondents evaluated their firm's level of effectiveness

in these three areas to be inadequate. More than sixty per cent of

the respondents rated their firms' efforts as "very effective" in three

areas. The evaluations were probably reasonable estimates of the

effectiveness of these thirteen firms for several reasons. First,

these firms were not conducting recalls of products representing

serious health hazards. Most of the respondents made remarks on

their questionnaires concerning the cause of their recall. The

reasons included mislabeling, omission of one or more ingredients,

off-flavors, and incorrect product consistency. Secondly, nearly

half of the respondents had written procedures or guidelines prior to

the recall. Third, twelve of the thirteen firms were using
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identification coding on their packaging before the recall and eight

of them maintained shipping records which should have facilitated

their efforts to identify and trace the suspected lots. Finally, a

majority of these firms (61.5 per cent) were large, employing

more than one hundred persons and, consequently, had personnel

who were specialists in areas such as public relations and traffic

control. Their size and importance may also have helped in ob-

taining the cooperation of their customers.

Difficulties encountered during the recall. -- The respondents

were also requested to indicate the areas causing the greatest

difficulties during the recall in terms of time and cost. Five possible

problem areas were presented and the respondents were asked to

indicate all areas causing difficulty. The five areas included

identifying and tracing suspected product lots, communicating and

coordinating with customers involved in the recall, transporting the

products back to the plant, making refunds and adjustments for the

recall products, and the cost of lost sales. Although the first two

areas overlap somewhat with the previous evaluation of effectiveness,

this question presented the respondents with an opportunity to

identify problem areas without having to rate their firm's efforts to
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handle them. In addition, three new areas were introduced into the

questionnaire which were basically financial in nature. Table XLIV

gives the proportion of the thirteen firms identifying each problem

area.

TABLE XLIV

AREAS OF GREATEST DIFFICULTIES
IN TERMS OF TIME AND COST

Problem Areas Per Cent of Respondents
Identifying Each Area

Identifying and Tracing
Suspected Product Lots . . . . . . . 15.4

Communicating and Coordinating
With Customers . . . . .. . . . . 30. 8

Transporting the products back
to the Plant.....................0.0

Making Refunds and Adjustments
for the Recalled Products . . .. . . 23. 1

Cost of Lost Sales.................53.8

The data reveal that the greatest problem area encountered by the

thirteen respondents was the cost of lost sales. This area un-

doubtedly represented the primary financial loss to these firms.
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Size Relationships

The chi-square test for independence of classification was used

on the data provided by the 106 respondents to determine if some

specific variables were statistically independent of the size of the

firms. Tests for independence were conducted between the size of

the responding firms based on their number of employees and the

following variables: (1) the existence of written procedures for

product recalls; (2) the presence within the firm of a person familiar

with Food and Drug Administration recall requirements; (3) the use

of identification coding on packaging; (4) the maintenance of records

identifying the coded products sent to each customer; and (5) whether

the person responsible for the public relations aspect of the recall is

experienced in this area. The results are presented and analyzed

below.

Existence of Recall Procedures

Table XLV shows the relationship between the size of the 106

responding firms and the existence of written procedures for recalls

in the firms.
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TABLE XLV

RELATIONSHIP BETWEEN SIZE AND EXISTENCE
OF RECALL PROCEDURES

Number Employed at Plant Location
Existence of Written Less than 25 - 99 100 or
Recall Procedures 25 more

Yes 10.0 13.2 46.4

No 90.0 78.9 50.0

Don't Know 0.0 7.9 3. 6

Total 100.0 100.0 100.0

Based on this table, a chi square value of 18. 99 was obtained, in-

dicating that a significant difference at the . 001 level existed

between firms with written procedures for recalls and those without

such guidelines.

The data revealed that larger firms were more apt to have

written procedures for product recalls. This is one indication that

larger firms are better prepared to conduct a product recall than

smaller firms. This disadvantage may be due to the smaller firms'

limited financial and human resources, which would hinder the de-

velopment of such procedures.
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Existence of Person in Firm Familiar with Food
and Drug Administration Requirements

Table XLVI shows the proportion of various sized firms who

either have or do not have a person in the firm familiar with Food

and Drug Administration requirements.

TABLE XLVI

RELATIONSHIP BETWEEN SIZE AND EXISTENCE OF
PERSON IN FIRM FAMILIAR WITH FOOD AND

DRUG ADMINISTRATION REQUIREMENTS

Existence of Person in
Firm Familiar with FDA

Recall Requirements

Yes

No

Don't Know

Total

Number Employed at Plant Location
Less than 25 - 99 100 or

25 more

25.0 39.5 57. 1

72.5 44.7 39.3

2.5 15.8 3.6

100.0 100.0 100.0

The chi square value calculated for this table was 14.04, which was

significant at the .01 level. The data show that the larger the firm,

the more knowledgeable it is apt to be concerning FDA recall re-

gulations. The data shows that 25.0 per cent of the firms with less

than 25 employees have a person within the firm who is familiar with

FDA requirements, while 39. 5 per cent of firms with 25-99 employees

i
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have such a person, and 57. 1 per cent of firms with more than 100

employees have personnel with such knowledge. This relationship

represents another indication that larger firms may be better pre-

pared to conduct a product recall than smaller firms.

Existence of Identification Coding

The data was analyzed to determine if a relationship existed

between the size of the responding firms and their use of iden-

tification coding on packaging. Table XLVII presents this

relationship.

TABLE XLVII

RELATIONSHIP BETWEEN SIZE AND EXISTENCE
OF IDENTIFICA TION CODING

Number Employed at Plant Location
Existence of Identi- Less than 25 - 99 100 or

fication Coding 25 more

Yes 47.5 84.2 100.0

No 52.5 15.8 0.0

Total 100.0 100.0 100.0

The chi square value calculated for this table was 26. 84 which is

significant at the .001 level. Therefore, there was a statistically
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significant relationship between the size of the 106 responding firms

and their use of identification coding on their product packaging. The

existence of coding practices in the larger firms should facilitate their

efforts to trace suspected products in the event of a product recall.

Such practices should enable the larger firms to reduce their costs

of conducting recalls since they would not have to remove all of the

product from its channels of distribution.

Maintenance of Shipping Identification Records

The data were examined to determine if any relationship existed

between the size of the responding firms and their maintenance of

records identifying the shipments sent to each customer. Table

XLVIII depicts this relationship.

TABLE X LVIII

RELATIONSHIP BETWEEN SIZE AND EXISTENCE
OF SHIPPING IDENTIFICATION RECORDS

Number Employed at Plant Location
Existence of Shipping Less than 100 or
Identification Records 25 25-99 more

Yes 27.5 36.8 57.1

No 72. 5 63.2 42.9

Total 100.0 100.0 100.0
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The chi square value calculated for this table was 6. 19 which means

that the difference between firms maintaining shipping identification

records and those that do not is significant at the .05 level. This

relationship is another indication that the larger firms are better

prepared than the smaller firms to trace suspected products in the

event of a product recall. By using coding and shipping records, the

larger firms should be able to remove their products from the market

more quickly and with less expense than the smaller firms.

Existence of Public Relations Experience

The data were also examined to determine if a relationship

existed between the size of the responding firms and whether the

person within the firm responsible for public relations during a

product recall has relevant experience. Table XLIX provides this

information.
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TABLE XLIX

RELATIONSHIP BETWEEN SIZE AND EXISTENCE
OF PUBLIC RELATIONS EXPERIENCE

Number Employed at Plant Location
Existence of Public Less than 100 or
Relations Experience 25 25 - 99 more

Yes 32.5 57.9 78.6

No 67.5 42.1 21.4

Total 100.0 100.0 100.0

The chi-square value calculated for this table was 14.47, which is

significant at the .001 level. Therefore, the difference between

those firms having an experienced person responsible for the public

relations functions during a recall and those having persons without

such experience was statistically significant. The data show that

the larger firms were more apt to have personnel with public

relations experience than were the smaller firms. This is an

indication that the larger firms may be better equipped to conduct

the public relations aspects of a product recall. This experience

may permit the larger firms to successfully project the image of a

company which is organized and in control of the crisis. This

advantage may help them to offset some of the adverse publicity of

the recall and to minimize the loss of customer and consumer goodwill.
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Food Industry Categories

The chi square test for independence of classification was also

used on the data provided by the 102 respondents categorized into

six types of food processing industries. 1 The purpose was to de-

termine if the following variables were statistically independent of

the food industry categories: (1) size of firm based on number of

employees; (2) area of distribution of firm's products; (3) ex-

istence of written procedures for product recalls; (4) presence

within the firm of a person familiar with the Food and Drug Ad-

ministration's recall regulations; (5) existence of information

coding on packaging; (6) existence of records which identify

shipments sent to each customer; (7) and whether or not the person

responsible for the public relations function during a recall has ex-

perience in this area. The results are presented and analyzed

below.

Size of Firms in Food Industry Categories

Table L shows the relationship between the size of the firms

in each of the six product categories.

'The four respondents producing other types of food products

were excluded from the industry analysis.
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TABLE L

SIZE OF FIRMS BY FOOD INDUSTRY CATEGORY

Number Employed
Food Industry Categories % With Less % With More

than 100 than 100

Meat, Poultry, Fish 84.4 15.6

Fruits, Vegetables, Jellies,
Canned Specialties 50.0 50.0

Flour, Grain, Cereal,
Bakery Products 88.2 11.8

Oils, Shortening 44.4 55.6

Dairy Products 76.5 23.5

Soft Drinks, Carbonated
Water 63.6 36.4

The chi square value obtained was 11. 07, which is significant at the

.05 level. Therefore, there is a statistically significant relationship

between food industry categories and size. The data revealed that

four of the six food industry categories were firms primarily em-

ploying less than 100 employees. They included meat, poultry, and

fish; flour, grain, cereal, and bakery products; dairy products; and

soft drinks, carbonated water. One industry category (fruits, vege-

tables, jellies, canned specialties) was equally divided between firms
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with less than 100 employees with more than 100 employees. Only

the oils, shortening category consisted of firms predominately with

more than 100 employees. These two food industry categories should

be better prepared to conduct a recall than firms in other categories

since the relationship between a firm's size and its degree of pre-

paredness to conduct a product recall has been established.

Area of Distribtuion of Products
from Food Industry Categories

The data were tested to determine the relationship, if any,

between food industry categories and the area of distribution of the

products. Table LI shows the area of distribution for each food

industry category. The area of distribution was based on an intra-

state level, where distribution is confined to the state of Texas, or

on an interstate level, where distribution of the products en-

compasses more than one state.
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TABLE LI

AREA OF DISTRIBUTION OF PRODUCTS
BY FOOD INDUSTRY CATEGORY

Area of Distribution
Food Industry Categories % Intrastate % Interstate

Meat, Poultry, Fish 56. 3 43. 7

Fruits, Vegetables, Jellies,
Canned Specialties 6. 3 93. 7

Flour, Grain, Cereal, Bakery
Products 58.8 J 41.2

Oils, Shortening 0.0 100.0

Dairy Products 76.5 23.5

Soft Drinks, Carbonated
Water 81.8 18.2

The chi square value obtained was 31.6, which is statistically sig-

nificant at the .001 level. This means that there is a relationship

between food industry category and the level of distribution of the

product, either intrastate or interstate. The two categories with

firms predominantly employing more than 100 employees are also

the two industry categories with firms primarily distributing their

products in more than one state. These categories are fruits, vege-

tables, jellies, canned specialties and oil, shortening. These

industries appear to have characteristics which lend themselves to
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larger operations with wider geographical distribution. These

characteristics may include possibilities for utilizing economies

of scale and a longer product life based on the nature of the product

and its packaging.

Existence of Recall Procedures
in Food Industry Categories

The data were examined for the possibility that some food industry

categories were more apt to have written procedures for product

recalls. Table LII shows the proportion of firms in each industry

category with such procedures. 2

TABLE LII

EXISTENCE OF RECALL PROCEDURES
BY FOOD INDUSTRY CATEGORY

Existence of Re call Procedures
Food Industry Categories % With % Without

Procedures Procedures

Meat, Poultry, Fish 13. 3 86. 7
Fruits Vegetables, Jellies,

Canned Specialties 46. 7 53. 3
Flour, Grain, Cereal,

Bakery Products 11.8 88.2
Oils, Shortening 44.4 55.6
Dairy Products 12. 5 87. 5
Soft Drinks, Carbonated

Water 27.3 72.7

2 The four respondents indicating that they did not know if their
firms have written recall procedures were eliminated from this test.
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The chi square value obtained for this data was 11. 1, which is

significant at the .05 level. Therefore, there are some food industry

categories which are more apt to have written procedures for product

recalls. The two categories with the highest percentages of firms

with such procedures are also the industry categories with the largest

firms and the widest area of product distribution. It is possible that

firms in these categories, fruits, vegetables, jellies, canned

specialties and oils, shortening, recognize a greater need for recall

procedures due to the physical properties of the product or its method

of packaging, or the complexity of tracing a widely distributed product.

It is also possible that the existence of recall procedures in these in-

dustries is merely a function of their size, indicating sufficient

financial and human resources to develop such a program. Finally,

a combination of factors may constitute the reasons why the firms in

these two industries have developed recall procedures.

Familiarity with Federal Food and Drug Administration
Recall Requirements in Food Industry Categories

The data were tested to determine if there was a relationship be-

tween food industry categories and familiarity with Food and Drug
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Administration recall requirements. Table LIII shows the pro-

portion of firms in each category with an individual familiar with

FDA regulations. 3

TABLE LIII

FAMILIARITY WITH FOOD AND DRUG ADMINISTRATION
REQUIREMENTS BY FOOD INDUSTRY CATEGORY

Familiarity with FDA Requirements
Food Industry Categories

% Familiar % Unfamiliar

Meat, Poultry, Fish 30.0 70.0

Fruits, Vegetables, Jellies,

Canned Specialties 60.0 40.0

Flour, Grain, Cereal,
Bakery Products 40.0 60.0

Oils, Shortening 62.5 37.5

Dairy Products 40.0 60.0

Soft Drinks, Carbonated
Water 45.5 54.5

The chi square value obtained, 5.2, was not statistically significant.

Therefore, there is not a statistically significant relationship

3 The eight respondents reporting that they did not know if their
firms have an individual who is familiar with FDA recall requirements
were excluded from this test.
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between food industry category and existence of a person within the

firm who is familiar with FDA recall requirements. The two

industries with the highest percentage of firms with such familiarity

were, however, fruits, vegetables, jellies, canned specialties and

oils, shortening.

It is likely that no statistically significant relationship was found

because firms from nearly all food industry categories are regulated

by the Food and Drug Administration. One exception involves meat

and poultry slaughtering and processing plants, which are under the

jurisdiction of the U. S. Department of Agriculture. This could

account for the meat, poultry, fish category having the lowest

percentage of firms which are familiar with FDA recall requirements.

Existence of Information Coding
in Food Industry Categories

The data were examined to determine if some food industry

categories utilized information coding on packaging more

extensively than other categories. Table LIV shows the relationship

between food industry categories and use of package coding.
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TABLE LIV

EXISTENCE OF INFORMATION CODING
BY FOOD INDUSTRY CATEGORY

Existence of Coding
Food Industry Categories % Using % Not Using

Coding Coding

Meat, Poultry, Fish 62.5 37.5

Fruits, Vegetables, Jellies
Canned Specialties 87. 5 12. 5

Flour, Grain, Cereal,
Bakery Products 52.9 47. 1

Oils, Shortening 10 0. 0 0.0

Dairy Products 94.1 5.9

Soft Drinks, Carbonated

Water 45.554. 5

The chi square value obtained of 15. 19 is statistically significant at

the .01 level. Therefore, there is a statistically significant re-

lationship between food industry category and use of information

coding on packaging. The food industry categories most apt to

utilize such coding procedures were (1) oils, shortening, (2) dairy

products, and (3) fruits, vegetables, jellies, canned specialties.

The extent of coding procedures used by firms in the dairy products

category may be due to the extreme perishability of these products
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and the need for stock rotation. It does not appear that this re-

lationship is simply a function of size, since 76. 5 per cent of the

firms in this category employed less than 100 employees.

Existence of Shipping Identification Records
in Food Industry Categories

The data were tested to determine if there was a relationship

between food industry categories and the existence of shipping

identification records. Table LV shows the proportion of firms

using identification coding in each industry category who also

maintain such records.

TABLE LV

EXISTENCE OF SHIPPING IDENTIFICATION RECORDS
BY FOOD INDUSTRY CATEGORY

Existence of Shipping Records
Food Industry Categories % With % Without

Records Records

Meat, Poultry, Fish 40.0 60.0
Fruits, Vegetables, Jellies,

Canned Specialties 50. 0 50. 0
Flour, Grain, Cereal,

Bakery Products 88.9 11.,1
Oils, Shortening 88.9 11. 1
Dairy Products 37. 5 62. 5
Soft Drinks, Carbonated

Water 44.4 55.6
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The chi -square value obtained from the data was 12. 61, which is

significant at the . 05 level. This means that there is a statistically

significant relationship between food industry categories and

existence of shipping identification records. The food industry

categories with the highest percentage of firms using coding who

also maintain shipping records were (1) oils, shortening and (2) flour,

grain, cereal, bakery products. The high percentage of firms in the

bakery products category may be related to the perishability of these

products. Whatever the reason, the relationship is not merely a

function of firm size, because 88. 2 per cent of the firms in this

category employed less than 100 persons.

Existence of Public Relations Experience
in Food Industry Categories

The data were examined to determine if the person within the firm

with the responsibility for public relations during a product recall had

experience in this area. Table LVI shows the relationship between

food industry categories and existence of public relations experience

in the individual performing this function.
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TABLE LVI

EXISTENCE OF PUBLIC RELATIONS EXPERIENCE
BY FOOD INDUSTRY CATEGORY

Existence of P. R. Experience
Food Industry Categories % Experienced % Inexperienced

Meat, Poultry, Fish 40.6 59.4

Fruits, Vegetables, Jellies,
Canned Specialties 81.3 18. 8

Flour, Grain, Cereal,
Bakery Products 41.2 58. 8

Oils, Shortening 66.7 33.3

Dairy Products 64.7 63.6

Soft Drinks, Carbonated
Water 63.6 36.4

The chi square value obtained, 9. 92, was not found to be sig-

nificant at the .05 level. Therefore, no statistically significant

relationship exists between food industry categories and the ex-

istence of public relations experience on the part of the individual

responsible for this function within the firm.

Many factors could account for the absence of a relationship

between public relations experience and food industry category.

One possibility is the influence of the size of firms in each category,

since a statistically significant relationship was found between
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firm size and public relations experience. This possibility is

supported by a comparison of firm size and public relations ex-

perience in each category. The two industry categories with a

majority of their firms employing 100 or more people also have

the highest percentage of firms (66 per cent or more) with persons

having public relations experience. The two industry categories

with the lowest percentage of firms employing 100 or more people

(16 per cent or less) are also the two industry categories with the

lowest percentage of firms (41 per cent or less) with public re-

lations experience.

Summary and Conclusions

A Profile of the 106 Respondents

Demographic characteristics. -- The majority (51.0 per cent or

more) of the 106 respondents may be characterized as firms with

less than 100 employees producing a food product in only one of the

product categories. Their products are involved in interstate trans-

portation through the use of at least two types of middlemen who are

most apt to be wholesalers and retailers. The firms package their

food in at least two types of containers, one of which is paper con-

tainers (boxes). Finally, the majority of the firms do not have pre-

vious product recall experience.
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Policies and procedures. -- In a majority of the responding

firms, the major policy decisions regarding product recall would

be made by the president or owner of the firm at the respondent's

location. The firms do not have any written procedures for product

recalls nor do they possess knowledge of the Food and Drug Ad-

ministration's recall requirements. The firms use identification

coding on their product packaging; the production date being the most

commonly used type of coding. The firms do not maintain shipping

records which identify the products sent to each customer. Finally,

the president or owner of the firm is responsible for the public re-

lations function in the event of a recall. This individual typically

has one type of public relations experience which is most apt to be

either previous managing of an advertising campaign or writing of

press releases.

Evaluation. -- The typical responding firm outlined above is

generally poorly prepared to conduct a product recall. The most

serious lack of preparation is found in their failure to have written

procedures for product recalls and to have someone within the firm

knowledgeable about FDA recall regulations. These inadequacies

could easily add to the time and cost requirements of conducting a

product recall.
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Although the typical firm uses identification coding on its

packaging, most of them do not maintain shipping identification

records. This failure would seriously impair the firm's ability to

quickly trace the product through its channels of distribution. The

only available alternative to these firms would be to notify all the

firm's customers and request them to check their stock.

The typical firm, in one sense, is adequately prepared to handle

the public relations function during a product recall since the person

responsible for this function has some type of public relations or

related experience. In another sense, however, this individual

could not be as well prepared to perform this function as an indi-

vidual who is familiar with FDA recall regulations and his firm's

written procedures for conducting a product recall.

A Profile of the 13 Respondents

With Recall Experience

Demographic characteristics. -- A majority (51.0 per cent or

more) of the thirteen respondents with recall experience may be

characterized as firms with more than 100 employees producing

more than one type of food product. The typical firm utilizes a food

broker, wholesaler, and retailer to distribute its products in
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interstate commerce. The firm also sells to other food pro-

cessors. The firm's food products are packaged in at least two

forms, with one of them being plastic or paper wrap.

Policies and procedures. -- The major policy decisions re-

garding the product recall are made at the respondent's location

by the plant manager. The firm has written procedures for product

recalls and someone within the firm is familiar with FDA recall

regulations.

The firm places identification coding on its packaging. In fact,

two types of coding are generally used--the production date and the

plant identification since it is a multiplant operation. The firm also

maintains records which identify the products sent to each customer

for at least one year.

The president or owner of the firm is responsible for the public

relations function during a product recall. This individual has public

relations experience, especially in conducting press conferences.

Effectiveness of recall. -- The respondent in the typical firm be-

lieves that his firm's efforts during the product recall were very

effective. More specifically, he maintains that the firm was ef-

fective in identifying and tracing suspect lots, in obtaining customer
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cooperation, and in handling the public relations aspect of the

product recall. The primary difficulty encountered during the

recall, in terms of time and cost requirements, was the cost of

lost sales.

Evaluation. -- The typical responding firm with previous recall

experience appears to have been adequately prepared to conduct its

product recall. The existence of written recall procedures and

knowledge of FDA regulations was a significant indication of their

level of preparation. Their use of identification coding on pack-

aging and shipping identification records should have facilitated the

firms' efforts to trace the product. Accordingly, the respondents

reported little difficulty in this area and, in fact, rated their firms'

efforts as "very effective. " The extent of the public relations ex-

perience of the persons responsible for this function within the firm

should have added to the firms' effectiveness in this area. This was

also confirmed by the respondents' rating of "very effective" for

their firms' handling of the public relations function.

It is possible that only those firms with rather successful recall

experience were willing to disclose such experience in a ques-

tionnaire. Although this may be true, an analysis of the thirteen

firms reporting previous recall experience is of value. The analysis
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terms of having written recall procedures, knowledge of FDA
regulations, identification coding, shipping identification records,

and public relations experience. As a result of this preparation, the

firms conducted successful product recall programs.

While the thirteen firms were large and were prepared for a

product recall, the profile of the 106 respondents showed that the

average food processor is a small firm inadequately prepared to

conduct a recall. The analysis revealed that the larger firms (100

or more employees) were more apt to have written recall procedures

knowledge of the FDA recall requirements, identification coding on

packaging, shipping identification records, and public relations ex-

perience. The relationships between size and these variables were

all found to be statistically significant. Most probably, the larger

firms were able to develop and implement these procedures because

they had the financial resources and personnel to do so. The

smaller firm, however, is generally at a disadvantage where money

and the availability of specialists are concerned. Therefore, it is

the smaller food processor who would benefit most from a model

product recall program. Implementation of such a program could

reduce the large food processor's advantage over the small food

processor in conducting a product recall efficiently.
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The data were also examined to determine if statistically sig-

nificant relationships existed between the food industry categories

and certain variables. The following variables were found to be

statistically significant: size of firm, area of distrubtion of pro-

ducts, existence of written recall procedures, use of identification

coding on packaging, and maintenance of shipping identification

records. Two variables, familiarity with FDA recall requirements

and public relations experience on the part of the individual re-

sponsible for this function during a product recall, were not found

to be statistically significant.



CHAPTER IV

THE IMPACT OF PRODUCT RECALLS ON SELECTED

TEXAS FOOD INDUSTRY MEMBERS

Selected members of the Texas food industry, including food

processors and various types of middlemen, were interviewed to

provide an understanding of the impact of product recalls on the

participants. The interviews permitted an opportunity to examine

the unique nature and problems of firms producing different types

of food products and to assess the role of food middlemen in the

product recall process.

Impact of Recalls on Food Processors

Personal interviews were conducted with fourteen food processors

of various sizes located throughout the state. Two firms from each of

the seven product categories were selected on a judgment basis. A

questionnaire containing both structured and unstructured questions

(See Appendix B) was used to determine the impact of product recalls

on these firms.

The representatives of the firms surveyed held positions within

their firms which gave them the primary resposibility for conducting

135



136

product recalls. The positions held by these representatives were

those of president, plant manager, and director of marketing. In

addition to interviewing these individuals, the opportunity was pro-

vided by three of the larger firms to also interview their quality

control directors. Since all interviews were requested and obtained

on a confidential basis, the identities of the individuals and their

firms have been withheld.

Respondent Demography

The demographic characteristics of the firms interviewed are

presented as a framework or background for understanding the in-

formation obtained from them in the unstructured portion of the ques-

tionnaire. Quantitative comparisons between the firms interviewed

and those surveyed through the mail are not possible. This is not

viewed as a serious limitation for two reasons. First, no statistical

inferences can be made, or were intended, from the fourteen firms

interviewed,since they were not selected randomly. Secondly, the

most meaningful contribution of the personal interviews is the in-

formation obtained in the unstructured part of the interview which

supplements the results of the mail survey, and therefore cannot

be compared with it.
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Product categories. -- As indicated earlier, two firms were

selected from each of the seven product categories. The reason

for this distribution was to permit an opportunity for greater under-

standing of the differences between firms producing various types

of food products.

Firm size. -- The original intention in the selection of the firms

to be interviewed was that one firm with less than 100 employees and

one firm with 100 or more employees from each product category

would be surveyed. It was necessary, however, to include a greater

number of firms employing 100 or more employees in order to in-

clude the firms with previous recall experience who were willing to

permit an interview. For this reason, six firms (42. 9 per cent) had

less than 100 employees, while eight firms (57. 1 per cent) had 100

or more employees.

Area of distribution. -- Of the firms interviewed, six firms (42. 9

per cent) were involved in intrastate transportation of their products.

Eight firms (57. 1 per cent) were distributing their products in inter-

state transportation,and were therefore subject to Food and Drug

Administration regulations.
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Distribution channel characteristics. -- The firms interviewed

generally used a variety of distribution channels to reach consumer

and industrial markets. Nine firms (64.3 per cent) used two or

more types of middlemen. Food brokers or agents were used by

42. 8 per cent of the firms, wholesalers were used by 28. 6 per cent

of the firms, and 100.0 per cent of the firms used retailers in their

distribution channels. The data revealed that many of the respondent

firms bypassed the wholesaler and sold to the retailer either di-

rectly or through a food broker or agent. Sales were made to other

food processors by 57. 1 per cent of the firms, while 78.6 per cent

of the firms reported institutional sales to restaurants, hospitals,

schools, and the military. Most of the fourteen firms have a size-

able number of customers to notify and coordinate in the event of a

product recall. Therefore, these food processors could encounter

significant time and cost requirements in tracing the recalled product

and removing it from its channels of distribution.

Product packaging characteristics. -- Of the firms interviewed,

85. 7 per cent used more than one type of packaging for their food

products. Cans were used by 43. 8 per cent of the firms, bottles by

35. 7 per cent, glass jars by 35. 7 per cent, paper containers (boxed)

by 50. 0 per cent, plastic or paper wrapping by 35. 7 per cent, and



139

other types by 28.6 per cent. The other types of packaging re-

ported were drums for soft drink syrup and plastic containers for

margarine.

Policy and Administration

Of the firms interviewed, 42. 9 per cent indicated that they

presently have written procedures to follow in the event of a product

recall. In regard to the firm's familiarity with the Food and Drug

Administration's recall requirements, 64. 3 per cent of the firms

reported that someone within the firm had such knowledge.

The firms were also questioned concerning where the major

policy decisions regarding a recall would be made and the position

of the person responsible for these decisions. Most of the firms,

85. 7 per cent, stated that major policy decisions would be made at

their plant location, while 14. 3 per cent indicated these decisions

would be made at the firm's regional office. This reflects the pre-

dominance of firms interviewed which have only one plant location.

The person responsible for the plant's execution of a recall would

be the firm's president according to 42. 9 per cent of the respondents,

the plant manager according to 42.9 per cent of the firms, and the

director of marketing in the case of 14. 3 per cent of the responding

firms.
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Package Identification Coding
and Record-Keeping

Coding procedures. -- All fourteen firms reported that they

placed indentification information or coding, such as lot numbers,

on their product packaging. Ten of the firms (71.4 per cent) in-

dicated that they used two or more types of identification coding.

The percentage of firms using each type of coding was plant iden-

tification (for multi-plant firms only), 35. 7 per cent; production

batch or lot identification, 57. 1 per cent; production date, 85. 7 per

cent; and product expiration date, 35. 7 per cent. Such coding pro-

cedures should enable these firms to minimize their time and cost

expenditures in tracing a recalled product.

Record-keeping procedures. -- Of the firms interviewed, 64.3

per cent reported that they maintained records which identify the

lots or shipments sent to each customer. All of the nine firms

maintaining such records stated that they were kept for more than

one year. These record-keeping procedures should further enhance

the efficiency of these firms in tracing a product through its

channels of distribution since only those customers who actually

received the product must be notified and coordinated during the

recall.
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Public Relations

Person responsible for public relations. -- The president of

these firms was most apt to have the responsibility for the public

relations function during a product recall. Of the firms interviewed,

42.9 per cent reported that the president would have this respon-

sibility, 28.6 per cent said that the plant manager would perform

this function, 14. 3 per cent indicated that the public relations di-

rector would undertake this responsibility, and 14. 3 per cent

reported that the director of marketing would handle the public

relations function.

Public relations experience. -- Most of the firms, 85. 7 per cent,

indicated that the individual named above had public relations or

advertising experience. Six of the twelve firms reporting such ex-

perience indicated that these individuals had two or more types of

public relations or advertising experience. Of the twelve indi-

viduals with this responsibility in their firms, 41. 7 per cent had

written press releases, 66. 7 per cent had conducted press confer-

ences, and 66. 7 per cent had managed advertising campaigns.

These firms seem to be fairly well prepared to handle the public

relations aspect of the product recall. This experience should en-

hance these firms' ability to maintain the goodwill of their
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middlemen and the public during a recall. The loss of sales and

customer accounts may be minimized through effective public

relations.

Evaluation of Recall Experience

Eight of the fourteen firms, 57. 1 per cent, had conducted a

previous product recall. The eight firms represented the following

food categories: meat, poultry, and fish (1), fruits, vegetables,

jellies, and canned specialties (1), flour, grain, cereal, bakery

products (2), oils and shortening (1), dairy products (2), and other

products (1). The only category not represented was the soft drink,

carbonated water products.

Four of the eight firms conducted voluntary recalls without ad-

vising the Food and Drug Administration; the other four conducted

recalls with varying degrees of FDA involvement. The causes for

the recalls were primarily adulterated products. The type of adul-

teration included omission of ingredients, poor quality ingredients,

off-tastes and flavors, mold, undesirable product consistency, and

rodent contamination. One recall was necessary due to faulty pack-

aging. All of the recalls had been conducted during the last three

years.
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Identifying and tracing products. -- A majority of the firms

(62. 5 per cent) who have conducted product recalls rated their

effectiveness in identifying and tracing suspected lots as "very

effective. " Twenty-five per cent of the firms considered their

firm's efforts in this area as "adequate, " while one firm (12.5 per

cent) rated its activities as inadequate. The latter firm discovered

an error in their identification coding, which resulted in its

having to remove its entire stock from the wholesalers' ware-

houses and the retailers' shelves throughout the twenty-state area

in which they distributed their products. This error proved to be

extremely costly to the firm in terms of reimbursing the middlemen

and transporting and disposing of the product.

All eight of the firms placed identification coding on their pro-

ducts prior to the recall, but only four of them also maintained

records which identified the shipments sent to each customer.

Several firms also indicated that although they used coding, con-

sumers occasionally complained about a product after discarding

the package. This made it extremely difficult to verify the con-

sumer 's complaint and to determine if other products had similar

problems.

Another problem mentioned by several firms was that their

wholesalers and retailers did not maintain coding procedures and
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shipment information. Although the food processors maintained

records of the coded products sent to their wholesalers and large

retail chains, the tracing process was still difficult and time-

consuming because their immediate customers did not maintain

similar information. In spite of this, the firms generally gave a

high evaluation to their firms' efforts in obtaining the cooperation

of their customers. Five firms, 62.6 per cent, rated their firms'

efforts as "very effective, " and 37. 5 per cent considered them to

be "adequate. "

Handling the public relations function. -- The representatives of

the firms expressed varying views toward the public relations

function during a product recall. Some individuals stressed the

necessity for openness and honesty in their belief that consumers

would remain loyal if this attitude were adopted. Other firms

maintained that the less publicity surrounding the recall, the better

for the firm. These firms issued one press release when the recall

was initiated and then refused further comment on the subject. One

firm, which was conducting an FDA recall due to rodent contami-

nation of their products, refused to issue any press releases even

though local television and newspaper reporters "camped out" on

its parking lot for two days.
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A majority of the firms interviewed expressed some un-

certainty as to the appropriate manner for handling the public

relations function during a product recall. This uncertainty was

reflected in the evaluation of their firms' effectiveness in this area:

only 37. 5 per cent rated their firms' handling of the public

relations function as "very effective." The remaining 62. 5 per

cent considered their firms' activities as "adequate.''

Disposing of the recalled product. -- The representatives of the

firms interviewed indicated a variety of methods for disposal of

the recalled product. In some cases, the firms were able to re-

process or repackage the product to sell again. In cases where

this was not possible, but the food was still edible, the food was

given away as a tax-deductible gift or sold for animal feed. When

the food was inedible and could not be reprocessed, the product

was destroyed.

Not all firms returned the recalled products to the plant, due

to the cost of transportation. One firm arbitrarily selected a 300-

mile radius in which the product was returned to the plant; beyond

that radius the product was discarded.

Adjusting customer accounts. --Two methods of adjusting

customer accounts were reported. Some firms were able to replace
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recalled products immediately, and no further adjustment was

necessary. Other firms reimbursed their customers for the cost

of the recalled products. Two firms indicated that since the quantity

of the recalled products on the retailers' shelves was small, they

reimbursed the retailers for the full retail price. The wholesale

price was paid for the recalled products still in the retailers' ware-

houses. In neither event were the retailers and wholesalers re-

imbursed for the cost of their participation in the recall.

Cost of the recall. -- The cost of the recalls conducted by the

eight firms varied considerably. The firms distributing their pro-

ducts in the local area through daily deliveries simply informed

their route men to pick up the products. Their costs were generally

limited to the replacement of the products. The firms which en-

countered difficulty in tracing the suspect products and then either

disposed of them or transported them back to the plant for re-

processing or disposal, obviously encountered greater costs.

Two firms reported sizeable losses due to the product recall.

Some of their major customers discontinued selling their entire line

of products. One of the firms regained all of its customers within

two years after the recall, but the other firm has not been as

successful. The president of the latter firm stated that his firm's

"out-of-pocket" costs for the recall were $150, 000. He also
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estimated the value of the lost accounts to be $250, 000 per year,

for a total cost of lost sales of $750, 000 for the three years since

the recall. When these figures are combined with the quality control

and marketing changes necessitated by the recall, the firm's total

cost of the recall was nearly one million dollars. These changes

are discussed further in the sections below.

Quality control changes. -- It is beyond the scope of this study to

consider production and quality control activities in any depth. It

seems appropriate, however, to at least note the comments made by

the representatives of these firms regarding the changes made in

quality control after the product recall.

Most of the firms reported some change in their quality control

procedures after their product recall. Nearly all of the firms in-

dicated that they now retain samples from each production lot or

date throughout the expected life of the product. The quality control

manager of a canning firm stated that his firm's products were not

shipped until seven days after production in order to test samples of

the product during a one-week incubation period. Several firms also

indicated that after their recalls they instituted more stringent ac-

ceptance procedures for incoming raw material ingredients. In

addition, the firms which conducted FDA advised recalls all reported

that subsequent FDA inspections were more frequent. This suggests
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that it would be less costly for firms to introduce stringent quality

control techniques in order to prevent recalls than it would be to

conduct a product recall.

Marketing policy and procedure changes. -- Only two firms (25. 0

per cent) had any type of written procedures for recalls prior to their

recalls. Interestingly, at the time of the personal interview, only

four firms (50.0 per cent) had written recall guidelines. The firms

without recall guidelines had conducted the least serious recalls and

were also among the smallest firms interviewed.

The representatives of the two canning firms interviewed

expressed an awareness of the recall guidelines developed by the

National Canners Association in 1972. The representative from the

larger of the two firms, which is part of a national company, stated

that his company developed a computerized product recall system in

1972. He also indicated that the company conducted "trial runs"

periodically to test the recall system. This illustrates the advantage

which larger firms with sufficient financial and human resources

have in preparing themselves to conduct a product recall.

Only one firm indicated that its marketing program was changed

after the product recall. This firm was the one described earlier

which estimated that its loss from the recall approached one million

dollars. This recall was also the only one of the eight which
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represented a serious threat to human health. The president of the

firm instituted several changes designed to regain the shelf position

and distribution outlets lost during the product recall. First, he

tripled the advertising budget. Then, he adopted a more aggressive

selling program aimed at wholesalers and retailers. Through these

promotional activities, he attempted to provide factual evidence

about the cause of the recall and the procedures subsequently

instituted to prevent a similar occurrence.

Impact of Recalls on Food Industry Categories

A profile of each food industry category is presented in the

following section. The profiles represent a synthesis of the

information obtained from the mail survey and the personal inter-

views. The basic format for each industry profile includes a

discussion of the product and its susceptability to becoming

adulterated, characteristics of the majority of the firms within the

industry, and an evaluation of their ability to conduct a product

recall.

Meat, Poultry, Fish

Product Nature. -- The firms included in the mail survey and

personal interviews from this food category stated that their recalls

had been caused by the omission of ingredients in bologna and
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wieners, bacterial contamination, and leaking package wrappers.

Fish products may also contain levels of mercury or other metals

which are considered unsafe by the Food and Drug Administration.

In addition, food products in all categories are subject to recall

due to unsanitary plant conditions or mislabeling of the product.

The respondents interviewed reported occasional problems

concerning refrigeration of these highly perishable products. The

president of a seafood processing company indicated that in several

instances his firm's frozen seafood products became inedible

because of refrigeration problems of common carriers.

The two respondents interviewed also agreed that fresh or

frozen meat, poultry, or fish are not apt to represent serious health

threats since most forms of adulteration are recognized by the

average consumer through the appearance, taste, or smell of the

product. Canned meat, poultry, and fish products, on the other

hand, are subject to bacterial contamination, such as botulin toxin,

which is not easily detected by consumers.

Meat and poultry products are probably prepared under more

stringent supervision than any other category of food products.

During a tour of a large meat-packing plant, United States De-

partment of Agriculture inspectors were found throughout the plant
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supervising all slaughtering and processing activities. This is in

accordance with the requirements of the Wholesome Meat Products

Act and the Wholesome Poultry Products Act.

Industry characteristics. -- The typical meat, poultry, or fish

firm is small, employing less than 100 employees, and distributes

its products primarily within the state of Texas. The typical firm

in this category does not have written procedures for product re-

calls or an individual within the firm who is familiar with FDA

recall regulations. The average firm places identification coding

on its packaging, but does not retain records identifying the ship-

ments sent to each customer. Finally, the person within the firm

who is responsible for the public relations during a product recall

does not have any experience in this area.

Evaluation. -- Since the slaughtering of animals and the pro-

cessing of meat, poultry, and fish products are carefully supervised,

it appears that products in this category are not particularly sus-

ceptible to serious product adulteration unless canned. In addition,

the industry characteristics reveal that the typical firm in this cate-

gory is not well prepared to conduct a product recall. Perhaps the

reason for the industry's lack of preparation is based on the per-

ception that a product recall representing a serious threat to health

is. unlikely.
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Fruits, Vegetables, Jellies,
and Canned Specialties

Product nature. -- The products in this category were regarded

by the respondents interviewed as more susceptible to serious pro-

duct adulteration than any other food category. The combination of

the acidity of many foods in this category and the canning process

lends itself to bacterial contamination, such as botulin toxin, which

is not easily detected and may cause death. This problem may be

accentuated by the consumer's inaccurate estimate of the product

life of canned goods. Some cases of health injury due to canned foods

in this category have been attributed to the consumption of a product

that was purchased by the consumer four or five years earlier.

The two respondents interviewed reported that their plants are

inspected by the Food and Drug Administration three or four times

per year, usually during each crop season. Both firms retain

samples from each production lot,which consists of two to three

hours of processing. Each production lot is coded separately, and

the samples are kept for more than one year.

Industry characteristics. -- The typical firm processing fruits,

vegetables, jellies and canned specialties employes more than 100

employees and distributes its products in more than one state. Al-

though the average firm in this industry does not have written
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recall procedures, it does have someone within the firm who is

familiar with FDA recall regulations. The firm utilizes identi-

fication coding on its packaging and maintains records which

identify the shipments sent to each customer. Finally, the person

within the firm who is responsible for the public relations function

during a product recall has previous public relations experience.

Evaluation. -- It appears that products produced by firms in this

category are susceptible to serious product adulteration due to their

physical nature and type of container. It is also apparent that this

industry is fairly well prepared to conduct a product recall. Their

primary limitation is the lack of written product recall procedures.

This industry category, however, had the highest percentage of

firms surveyed with such procedures, 46. 7 per cent. Two plant

managers of large national companies also indicated that their

firms have detailed procedures for product recalls and periodically

conduct trial recalls to test the effectiveness of their procedures.

Flour, Grain, Cereal,
and Bakery Products

Product nature. -- The respondents interviewed from this food

industry category indicated that, in general, these products are not

subject to serious adulteration. The main reasons cited for
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recalling these products were omission of ingredients, incorrect

product consistency, and the presence of mold. Since some of these

products are frozen, they may also become adulterated through im-

proper refrigeration.

The shelf life of these products varies from two days for bread

and many bakery products to several months for flour and corn meal.

The owner of a small tortilla factory indicated that his firm's prod-

ucts had a three-or four day shelf life and were often subject to mold.

One of the respondents interviewed reported that recalls have

been conducted in this industry category due to the contamination of

grain purchased by mills for processing. Both respondents in this

category stated that their firms had instituted rigid control pro-

cedures for the acceptance of incoming grain.

Industry characteristics. -- The average firm producing products

in this category is small, employing less than 100 employees, and

confines its area of product distribution to the state of Texas. The

typical firm does not have written procedures to follow in the event

of a product recall or an individual within the firm who is familiar

with FDA recall regulations. The average firm, however, places

identification coding on its packaging and also maintains shipping
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identification records. The person within the firm who is responsible

for performing the public relations during a product recall does not

have prior experience in this area.

Evaluation. -- Flour, grain, cereal, and bakery products do not

appear to be especially susceptible to serious product adulteration.

The main exception to this seems to be the possible contamination

of the grain, which can be determined by the food processor through

proper control procedures. The firms in this industry appear to be

prepared to trace their product since they utilize package coding and

maintain shipping records. They are not, however, as well pre-

pared in other areas to conduct a product recall. These areas in-

clude familarity with recall procedures and FDA regulations and

public relations experience.

Oils, Shortening

Product nature. -- The products in this category were not re-

garded by the respondents interviewed as representing a serious

threat to health in any of its possible adulterated forms. The pri-

mary causes for product recalls in this category reported by the

firms in the mail survey and the personal interviews included

omission of ingredients, poor product consistency, and separation

of ingredients.
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The respondents interviewed indicated that their processing

activities were supervised by United States Department of Agriculture

inspectors since some of their products are meat by-products. There-

fore, they are subject to the same stringent supervision under which

meat and poultry firms operate.

The respondents interviewed also reported that, in many cases,

margarine and other products may be reprocessed after being re-

called, especially when the problem is the separation of ingredients.

This means that the recalled products may not represent a complete

financial loss to the firm.

Industry characteristics. -- The typical firm producing oils,

shortening, salad dressings, and related products employs more than

100 employees and is involved in the interstate distribution of its

products. Although the firm does not have written product recall

procedures, it does have an individual within the firm who is knowl-

edgeable about FDA recall procedures. The average firm in this

category utilizes identification coding on its packaging and retains

records which identify the shipments sent to each customer. The

typical firm has also placed the responsibility for the public re-

lations function during a product recall with an individual who has

experience in this area.
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Evaluation. -- It seems that oil and shortening products are not

apt to be seriously adulterated or to represent a health hazard. The

products are processed under Department of Agriculture super-

vision. The firms in this category are large and appear to be fairly

well prepared to conduct a product recall. In the event of a product

recall, more time may be necessary for management within these

firms to formulate their recall policies,since they do not have

written procedures ready to implement.

Dairy Products

Product nature. -- The two respondents from the dairy industry

reported that consumers are generally able to discern any product

adulteration through the appearance, smell,or taste of the product.

The most common problems reported by the firms responding to the

mail survey or the personal interviews included product incon-

sistency, separation of ingredients, bacterial contamination, and

palatability complaints. Refrigeration was also reported as a

problem area. The product life, for example, of milk becomes ap-

preciably shorter as the temperature level at which it is maintained

increases.

Respondents from the two dairies interviewed indicated that their

facilities are inspected by a variety of local and state health officials.
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Both dairies maintained laboratories for analyzing samples from

each production batch. The samples are kept throughout the life of

the product, which is seven to ten days in the case of milk.

Most recalled dairy products cannot be reprocessed, and there-

fore represent a total loss to the firm. One respondent, however,

reported that his firm has sold surplus and recalled dairy products

for hogfeed, thereby offsetting some of the loss.

Industry characteristics. -- The dairy industry in Texas may be

characterized as small firms, employing less than 100 employees,

and limiting the distribution of their products to the state, and

usually within their local area. The typical firm does not have

written recall procedures nor does it have an individual who is

familiar with FDA recall regulations. The average firm uses pack-

age coding, but does not maintain shipping identification records.

Finally, the individual within the firm who is responsible for the

public relations function during a product recall has previous public

relations experience.

Evaluation. -- It appears that dairy products are not subject to

serious product adulteration. The primary forms of adulteration

are easily detectable by the average consumer. In some respects,

the average firm is not well prepared to conduct a product recall.
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Although coding is placed on packages, the typical firm does not

maintain shipping records. This may not, however, represent a

serious limitation since the average firm distributes its products

in a small geographical area, makes daily deliveries and, there-

fore can easily remove the product from the retailers' shelves.

The recall process appears to be fairly simple for members of this

food industry.

Soft Drink, Carbonated Water

Product nature. -- Soft drinks and carbonated water were not re-

garded by the respondents interviewed as potentially serious health

hazards. The types of product problems reported include omission

of ingredients, unsanitary bottles, bacterial contamination, and the

metallic taste in canned soft drinks. Both firms reported using

electronic devices and manual checks to control these problems.

The two respondents interviewed maintained laboratories where

sample s from each production lot vere analyzed. One bottling firm

is subject to monthly inspections and laboratory analysis of pro-

duction samples by its franchisor, who also manufactures and sells

the syrup to them in concentrate form.

Industry characteristics. -- The typical food processor in this

category is a bottler or canner who purchases the syrup, usually
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under a franchise agreement. The average firm employs less than

100 employees and distributes its products within the state. The

firm does not have written recall procedures or someone within the

firm who is knowledgeable about FDA recall requirements. The firm

does not use coding nor does it maintain shipping identification

records. Finally, the person responsible for handling the public

relations aspect of the product recall has experience in this area.

Evaluation. -- It appears that soft drinks and carbonated water

are food products which are not apt to be seriously adulterated. The

firms, however, are not well prepared to conduct a product recall.

Since coding is not used, all of the product would have to be re-

moved from its channels of distribution. Although soft drinks are

usually distributed in a limited geographical area, it would still be

costly for the firm to remove and make adjustments for all suspect

products on the retailers' shelves, in vending machines, or in the

possession of numerous institutional customers.

Impact of Recalls on Food Middlemen

Six food middlemen from the Dallas-Ft. Worth area were inter-

viewed to assess their roles in the product recall process. Two food

brokers, two wholesalers, and two retailers were included in the

interview schedule. (See Appendix C for questionnaire used.) The
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food brokers served the North Texas area, employed between thirty-

five and forty employees, and sold to wholesalers, retailers, and

institutional customers. The two wholesalers served the North

Central Texas area, employed more than one hundred persons, and

sold to retailers and institutional customers. Finally, the two re-

tailers were members of large national chains and operated their

own warehouses to service their retail outlets. The two wholesalers

and the two retailers also sold food products under their own private

labels.

The positions of the representatives of the firms interviewed in-

cluded the presidents of the two food brokerage firms, the pro-

curement directors of the two wholesaling firms, and the regional

grocery merchandising managers of the two retail chains. Each

representative interviewed had the responsibility for his firm's par-

ticipation in product recalls. Each representative also stated that

his firm had been involved in product recalls. Due to their broader

product lines, the wholesalers and retailers reported more frequent

participation in recalls than the food brokers.

Policy and Administration

Written recall procedures. -- Of the six middlemen interviewed,

one wholesaler and the two retail chains indicated that their firms
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had written procedures for conducting a product recall. The retail

representatives maintained that written procedures were necessary

in retail chain organizations in order to provide uniform methods

and procedures for handling such problems. They stated that it was

the responsibility of each store manager to oversee his store's par-

ticipation in the recall.

Familiarity with FDA recall regulations. -- The representatives

from all six firms indicated that they were familiar with the recall

regulations established by the Food and Drug Administration. FDA

compliance officers had made effectiveness checks on the removal

of recalled products from the wholesalers' and retailers' ware-

houses. FDA officials routinely inspected these warehouses and

the small warehouse maintained by one of the food brokers. The

representatives from these firms displayed more detailed knowledge

about the FDA recall regulations than the fourteen food processors

interviewed. Of course, the middlemen firms had conducted

numerous recalls, compared to the food processors.

Other policies. -- None of the firms' representatives reported a

company policy of dropping a product line or a product after a pro-

duct recall. One of the food processors interviewed had made such

a claim, but these six middlemen did not confirm it. The retail
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representative, on the other hand, admitted that some recalled pro-

ducts had been eliminated, but that there was no company policy

requiring such action.

One wholesaler representative stated that his firm was in-

creasingly undertaking inspection tours of its suppliers' plants. Al-

though it is impossible to inspect every supplier's production

facilities, the top management of this firm believes that valuable

information is gained through such inspections. The representative

indicated that during the inspection they inquire specifically about

the supplier's quality control procedures and recall program. This

illustrates the wholesaler's concern over the increasing cost of his

participation in product recalls.

The other wholesaler's representative described a policy in his

firm regarding incoming railway cars or trucks that show signs of

contamination. Railway cars with such signs are closed up im-

mediately and are not permitted into the warehouse. The food pro-

cessor who shipped the food products is informed to make

arrangements for disposing of the car's contents.

Coding and Record-Keeping Procedures

Existence of identification coding. -- Neither of the two food

brokerage firms were in a position to use identification coding
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since they do not perform warehousing functions. The repre-

sentatives of these firms stated that their principals place id-

entification codes on nearly all of their product packaging. In the

event of a product recall, the principal supplies the food broker

with the lot numbers of the suspect products.

One wholesale and one retail firm interviewed reported using

an identification system. When merchandise is received in the

warehouses of these two firms, it is dated on the shipping carton.

Although this system may be useful during recalls, its primary

function is to ensure a first-in-first-out system when filling orders

from the warehouse. The wholesaler's representative also stated

that his firm utilizes its computerized inventory control system

during product recalls to block the processing of customer orders

for the recalled product.

The other wholesaler and retailer do not use any type of iden-

tification coding in their warehouses. In these cases, it will take

longer for the food processor to complete its recall. The delay

could result in further loss of the public's confidence in the company,

and thus affect future sales adversely.

One of the retail representatives also reported that some food

processors are slow to provide the coded indentification numbers

of the recalled products. As a result, all of the suspect product
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must be removed from the warehouse and retail shelves. This

represents an additional expense to the middlemen since they must

sort through the product upon receiving the code numbers and then

return the remaining products to the warehouse or retail shelves.

Whenever possible, food processors should provide their middle-

men with the code numbers of recalled products at the same time

they notify the middlemen about the recall in order to maintain the

cooperation and goodwill of their middlemen.

Existence of shipping records. - -None of the six middlemen re-

ported that they maintained records which identify the shipments

sent to each customer or to each store. The food brokers rely on

their principals to perform this function since the products are

shipped from their premises. The wholesalers and retailers, how-

ever, maintained that keeping such records would be too costly due

to the volume of their operations and the frequency of deliveries to

customers or stores in their chain. This means that during product

recalls, all customer warehouses and stores must be checked in-

dividually to determine if they have any of the suspect product. The

representatives recognized that this is a time-consuming and ex-

pensive process, but they stated that this system was cheaper than

maintaining extensive shipping records. Whether or not this claim

is valid is unimportant here. The implication of this situation for
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the food processor is that it is extremely important to obtain the

cooperation of the middlemen involved in distributing its products.

Since the middlemen do not maintain records which identify the

recipients of specific lots, the food processor must rely upon its

middlemen to conduct a thorough search of all of their warehouses

and stores. The food processor's success in completing _a recall

appears to be highly dependent upon the efforts of its wholesalers

and retailers. Therefore, it is essential for the food processor to

obtain the cooperation of its middlemen in order to complete the

recall quickly and with the least expense.

Pick-Up and Dispersal of Product

Product Pick-up. -- The representatives of the firms interviewed

stated that the suspect products found in the wholesaler's and

retailer's warehouses are removed and either returned to the food

processor or disposed of in accordance with the food processor's

instructions. The suspect products found on the retailer's shelves

or storage room are picked up by the food broker, the wholesaler,

or someone within the retail chain,and moved to a central location,

where they are either returned to the food processor or disposed of

in some manner. In some cases, the food processor's employees

will supervise or assist in this process.
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The representatives from the two retail chains both reported

that their firms required store managers to immediately remove

all recalled products from the store shelves to the storage room to

await further disposition. Both food brokers, on the other hand,

indicated that in the less serious recalls the retailers will usually

wait for someone else to remove the products from the shelves of

each store. In their opinion, the individual store managers do not

divert their employees from their normal activities unless they

believe it is a serious recall. In effect, this means that the speed

with which the products are removed from the retailers' shelves

depends, in part, upon the store managers' perception of the

seriousness of the recall. Therefore, it becomes even more

important for the food processor to convey the nature of the recall

to the appropriate middlemen representatives.

Product dispersal. -- The wholesaler and retailer representatives

indicated that during the less serious product recalls, the food

processor often replaces the product at the time the suspect products

are picked up. In any event, it is the food processor who determines

the disposition of the suspect products. In some cases, the product

is returned to the food processor, while, at other times, the food

processor makes arrangements for the product to be discarded.
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The food broker representatives reported more participation in the

disposal of products than the other middlemen. They also stated

that in most cases the food processor sent an employee to supervise

the recall and the disposal of the product. The food processor

usually required a notarized statement of the quantity destroyed and

other information related to the actual disposal of the product. The

employee supervision and the notarized statement regarding the

disposal of the product are appropriate controls since the food

processor must reimburse its customers for the products removed.

Public Relations

The representatives from the six food middlemen firms inter-

viewed agreed that the public relations function during a product

recall belonged, basically, to the food processor. On the other hand,

the wholesale and retail representatives recognized that as

distributors of privately labeled food products, they would share in

the responsibility for these activities. In this case, they agreed that

their firms assumed a large part of the financial risk since the

product's label would list their company as the distributor and the

company would have borne the cost of promoting and distributing

the product.
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The retail representatives expressed concern over the public

relations and publicity associated with most recalls. They were

fearful that a press release or some type of publicity would identify

their retail chain as "the store from which Mrs. X made her fatal

purchase." They believed that such a news account would be

detrimental to their store image and sales volume.

Recall Costs For the Middleman

Middlemen are reimbursed by the food processor for the cost of

the recalled products; however, the food middlemen interviewed

reported that they encounter many costs for which no payment is

rendered. They must divert many of their employees from their

normal work activities in order to trace and remove the suspect

products. Other employees must coordinate with the food processor

and the Food and Drug Administration, if they are involved, through-

out the recall. Additional paper work and record-keeping also

contribute, to the time-consuming activities and expense of

participating in a product recall. The representatives interviewed

agreed that their primary cost during a product recall is the cost

of labor. They also noted that this cost and the number of recalls

are both increasing.
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Evaluation

It appears that product recalls are becoming almost routine

activities for the wholesaler and retail food chains. The firms

interviewed had participated in many product recalls and, as a

result, were quite familiar with the Food and Drug Administration's

recall regulations. The costs, however, of participating in a product

recall are not becoming routine. Food middlemen are reimbursed

for the recalled product, but not for their employees' time required

to trace and remove the product. The tracing process might be

faster if more of the food middlemen used identification coding in

the warehouse and maintained records of the shipments delivered to

each customer or store. It does not, however, appear likely that

many food middlemen will adopt these expensive procedures. The

larger food middlemen, with computerized inventory control systems,

would be the first to institute these procedures. The implementation

of the universal product code by the food industry may also

facilitate the adoption of coding and record-keeping procedures by

food middlemen.

The food processor has the primary responsibility for the

success of its product recall, although its success is also

dependent upon the performance of the other members of the

distribution channel. It is essential, therefore, to obtain the
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cooperation of the channel participants and to recognize the

impact of the recall on them. This could be done by keeping the

channel members fully informed and by providing them with

adequate assistance throughout the recall.



CHAPTER V

THE DEVELOPMENT OF GUIDELINES FOR THE CONSTRUCTION

OF PRODUCT RECALL PROGRAMS

The following guidelines for the construction of product recall

programs are designed for small food processors since this study

has shown that firms in this group do not have the capability to

conduct a product recall as efficiently as large food processors.

The guidelines are designed in a manner which would permit food

processors to develop their own recall program based on their

firm's unique needs and resources.

Responsibility for the Recall

The primary responsibility for conducting a food product recall

rests with the food processor. It is of the utmost importance that

a food processor be prepared to conduct a recall since product

recalls may present complicated marketing and managerial problems

which could affect the company's reputation and financial structure.

In making such preparations, the food processor should prepare itself

to conduct the most serious type of recall in order to be capable of

handling any type of recall which may occur.

172
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Although the food processor has the primary responsibility for

conducting a recall, there are other participants in the recall

process. These participants include the middlemen in the food

processor's distribution channel, the consumer or industrial user of

the product and, in some cases, the Food and Drug Administration.

The participants which may be involved in each of the main stages of

the product recall process are shown in Figure I. This illustration

reveals the complexity of coordinating with the other participants

and the importance of effective communication with them. It shows,

for example, that any one, or more, of the participants may identify

the problem which necessitates a product recall. Tracing and

locating the suspect product is shown as the responsibility of the food

processor and its middlemen. The disposal of the product may be

accomplished by the food processor, the middlemen, or the final

customer. The food processor reimburses the middlemen and,

possibly the final customer. Finally, the public relations function

is performed by the food processor, although the Food and Drug

Administration may also issue press releases.

Pre-Recall Considerations

The food processor should analyze his firm's capability to

conduct a product recall. Five factors may be identified from this

study which the food processor should examine in making this
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evaluation. The first factor affects the probability that the firm will

conduct a recall which involves a serious threat to health. The

remaining variables affect the firm's ability to complete the recall

with the least cost and time expenditures. These variables are

examined below.

Type of Food Product

Some types of food products are more apt to be involved in a

serious recall than other types, either due to their physical nature

or their method of packaging. Bakery products, for example, may

become stale or moldy, but would not cause serious health injury.

Fresh or frozen swordfish, on the other hand, may contain an unsafe

level of mercury which is undetectable by the consumer. Canned food

products, such as fruits and vegetables, are subject to the growth of

deadly bacteria, such as botulin toxin, when canned improperly.

Two food industry categories process their food under more

stringent supervision than firms in other categories. Firms

slaughtering and processing meat and poultry products are supervised

by U. S. Department of Agriculture inspectors. Firms processing

margarine and other oils which are meat by-products are also under

Department of Agriculture supervision. The probability of these
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firms producing an adulterated product which requires a recall has

been shown to be less than for firms producing many other types of

food products.

Geographical Distribution

The area of geographical distribution of the firmly s recalled

product also affects the firm's handling of the recall. It is easier

for the food processor to retain close control over the recall process

when the product has been distributed only in a limited geographical

area. Bakeries and dairies, for example, which distribute their

products locally and make daily deliveries to their customers may

arrange for the products to be picked up during the next day's

delivery. When the area of distribution is large, however, the firm

may have to delegate more of the responsibility for tracing the

product and disposing of it to members of its distribution channel.

This is applicable to firms processing fruits and vegetables or oils

and shortening, which are typically involved in interstate commerce.

These firms, in many cases, send a representative to supervise the

activities of their middlemen, or they may send most of their sales

force to perform these functions during serious recalls.

The size of the area of geographical distribution of the recalled

product is also a consideration in the firm's decision of how to dispose

of the product. A locally distributed product may be returned to the
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plant without undue difficulty or cost. The cost, however of returning

a nationally distributed product to the plant may be prohibitive. In

this case, the firm may discard the product at the point where it is

located.

Size of the Firm

The size of the firm responsible for recalling a food product is

another variable which affects its ability to conduct a product recall.

This study has shown that smaller firms are not as well prepared as

larger firms to conduct a product recall. It appears that smaller

firms do not have the financial or human resources necessary to

develop written procedures for recalls or to acquaint themselves

with the Food and Drug Administration's regulations for recalls.

Large firms, such as Campbell Soup Company, have the personnel

necessary to develop,and coordinate a product recall program and

the money for expenses such as sending telegrams to every major

newspaper in the country and offering refunds to consumers returning

product labels. These actions were taken by Campbell's during

their 1971 recall of chicken vegetable soup. 1

Joe Cappo, "Botulism" What Scare Meant to Campbell Soup,"
The Marketing News, VI (September 1, 1972), 1.
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Complexity of Distribution Channels

Food processors obviously vary in the complexity of their

distribution channels. Many food processors sell through a food

broker who sells to wholesalers and retailers. Some firms sell a

sizeable portion of their output to institutional customers, such as

the military, hospitals, restaurants, and penal institutions. They

may also produce their product under a private label to be distributed

by another firm. The food processor conducting a product recall with

numerous customers must obtain their cooperation and coordinate

their recall efforts. This process is often complicated by the lack

of coding and record-keeping procedures on the part of most

wholesalers and retailers. This study has also shown that the

middleman's perception of the seriousness of the product recall may

affect his performance during the product recall.

Other food processors, such as bakeries and soft drink bottlers,

usually sell direct to retailers. Such a short distribution channel

should simplify the food processor's efforts to coordinate the recall.

Degree of Preparedness to
Conduct a Recall

This variable is actually a combination of several factors. A firm

that utilizes production coding and record-keeping techniques, has

public relations experience, is familiar with the Food and Drug
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Administration's recall requirements, and has a recall program

ready to implement in the event of a recall is better prepared for a

recall than a firm without these programs. The existence of

production coding and record-keeping techniques could easily

reduce the time and cost requirements for tracing the product.

Previous public relations experience would also prepare the

individual responsible for handling this function during the recall.

A working knowledge of the Food and Drug Administration's

requirements during a product recall could shorten the time

necessary to make the basic policy decisions regarding the recall.

Finally, a firm that has adopted a basic recall program before a

recall occurs has a decided advantage, since many of the initial

decisions and assignments of responsibility have already been made.

The firm already knows what the general procedure is, and therefore

it is reasonable to expect that they could minimize the costs and

time involved in conducting a product recall.

The first four variables presented reflect the structure of the

firm and its marketing program, and therefore are not easily

changed. It is feasible, however, to alter the fifth factor, the level

of preparedness of the firm to conduct a product recall. The firm's

degree of preparedness may be enhanced by the institution of

identification coding on packaging, the maintenance of shipping

identification records, and the acquisition of public relations
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experience and/or knowledge about the public relations function during

a recall. A working knowledge of the Food and Drug Administration's

recall regulations would also facilitate the firm's preparation for a

recall. Finally, the greatest enhancement of the firm's position

may be realized through the development and adoption of written

procedures for conducting a product recall by the individuals who

bear the responsibility for conducting the recall.

Assignment of Responsibility for the Recall

The management of a food processing firm should assign the

responsibility of preparing for and coordinating a recall to one

individual within the firm. This person, who may be designated the

Recall Coordinator, would be given the responsibility to prepare the

firm to conduct a product recall. He should prepare an evaluation of

the firm's degree of preparedness to handle a product recall based on

the pre-recall considerations previously discussed. The Recall

Coordinator may want to review recall practices of other firms in

his food industry category, possibly through the industry's trade

association.

Depending upon the size of the firm, the Recall Coordinator may

be the owner-president of the firm, the plant manager, director of



181

marketing, or some other decision-making executive. Also,

depending upon the size, the Recall Coordinator may delegate areas

of responsibility, such as the public relations function, to other

individuals.

The Product Recall Process

The Use of Network Analysis

Network analysis, similar to Program Evaluation and Review

Technique (PERT), is used in Figure 2 to graphically depict the

product recall process. The network diagram represents the sequence

of activities and events involved in conducting a product recall.

According to Howard Timms, an "event" is "a point in time that

signals the start or completion of an activity." Events are repres-

ented on the diagram as "nodes., " or circles, which serve to separate

the activities. Activities, in turn, are represented by arrows which

show the direction or sequence of the activities. The letters are used

as a key for identifying the activities in the recall process. When

two or more activities proceed from one event, such as when b and

c activities begin at event 2, then these activities may be performed

simultaneously.

2 Howard L. Timms and Michael F. Pohlen, The Production
Function in Business: Decision Systems for Production and
Operations Management (Homewood, Illinois, 1970), p. 218.
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Stages in the Recall Process

Using the network analysis diagram, the stages of the product

recall process are discussed. Emphasis is placed on the procedures

which are necessary to perform each activity successfully. The

activities are grouped into the following stages: determine the prob-

lem, communicate with the Food and Drug Administration, trace the

product, notify and coordinate with customers, the public relations

function, disposition of the recalled product, adjustment of customer

accounts, and the evaluation of the recall's impact on the company's

marketing program. Each stage is discussed below.

Determine the problem. -- The food processor may determine

that a product should be recalled (activity a) from a variety of

sources. The firm's employees may discover a labeling error on the

package or possible adulteration of the product. The firm's middle-

men may detect some deficiency in the product container or label

while it is in their warehouses or on the retailers' shelves. It is

also possible that the Food and Drug Administration's inspections of

plant facilities and warehouses may reveal adulterated products,

mislabeling, or unsanitary conditions which necessitate the recall of

a product. Finally, a product problem may be determined after

consumers have eaten the product and become ill. After the food

processor determines that a product should be removed from its
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channels of distribution, it may undertake the next two activities:

communicating with the Food and Drug Administration (activity c) and

identifying suspect product units (activity b).

Communicate with FDA. -- If the Food and Drug Administration

was the identifying source of the product problem, then the firm has

already begun communication with the agency. In many cases, how-

ever, the FDA is not informed until the decision has been made to

recall the product. It is possible to conduct a product recall without

advising the FDA, but this course of action should be considered only

during recalls in which no health hazards exist. In addition, if the

firm does not advise the FDA, it will forego any assistance which

the FDA makes available to firms conducting product recalls.

Communication with the FDA during a product recall is facil-

itated when someone within the food processor's firm is familiar

with the agency's recall procedures. An individual who is familiar

with at least the information provided in the "FDA Procedures for

Product Recall" included in Chapter II of this study would be

knowledgeable of the various types of recalls, the assistance offered

by the FDA, and its action guidelines. It is reasonable to expect

that this individual would then have some basis for communicating

with the FDA and serving in a liaison capacity between the agency

and his firm.
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Trace the product units. -- Tracing the suspect product units

involves three activities: first, the suspect product units must be

identified (activity b), then the food processor may begin to collect

suspect product units from its plant and warehouses (activity d),and,

at the same time, the firm may identify the customers who received

the suspect product units (activity e).

Identification of the suspect product units may occur when the

product problem is determined. For example, an employee may

discover that all packages have been mislabeled since the firm

received its last shipment of labels. It is more likely, however, that

after the problem requiring a recall has been identified, the food

processor must initiate a search to determine how many products are

affected. This process is greatly facilitated when the food processor

places some type of identification coding on its packages. The use of

such coding, which isolates the time period in which the error

occurred, permits the food processor and its middlemen to trace

the suspect product with the least time and cost expenditure. The

only available alternative when coding is not used is for the food

processor and its middlemen to remove all products of the suspect

type from their channels of distribution.

The food processor should place only those types of identification

coding on its packaging which are necessary to coordinate its pro-

duction and physical distribution processes. Multiplant firms, for
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example, may include in their coding the identification of the plant

where each product is produced. Coding which identifies each

production batch or lot for specific time periods in which the food was

processed may also be used. The most commonly used type of

coding by small food processors is the production date, although some

firms also utilize a product expiration date for easy rotation and

removal from the retailer's shelves.

After the food processor has identified the package code on the

suspect product units, it may undertake efforts to collect the suspect

product units from its plant and warehouses. The firm's employees

may check each product which has not yet been packed for shipping

and then check the packing cartons ready for shipping if the code has

also been placed on the cartons.

While the food processor searches its facilities for possible

suspect product units, it may also begin to identify the customers who

received the suspect product units. The maintenance of records which

identify these customers is an invaluable aid to the food processor.

Tracing the product through its channels of distribution may require

less time and incur fewer costs when the food processor maintains

shipping records which permit him to notify and coordinate only with

those customers actually receiving the suspect product units.
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It is recognized that the maintenance of such records may

represent a tedious and costly task for the small food processor. For

this reason, the firm may consider noting the code number on its

shipping records rather than maintaining a separate record. In

addition, there may be certain food industry categories where even

this procedure may not be warranted. For example, local bakeries,

dairies, and soft drink bottlers who make daily deliveries direct to

retailers may decide that such records would be too costly to maintain

and, in the event of a recall, would prefer to check all customers'

facilities for the suspect product units. In making the decision

whether or not to implement shipping identification records, the food

processor should consider the following factors: the number of

customers, size of the area of geographical distribution of the prod-

ucts, the frequency of deliveries to the retailers, and the cost of

checking all customer facilities compared to the cost of maintaining

records.

After the food processor identifies the customers receiving the

suspect product units (activity e), it may begin to notify its customers

about the recall (activity f), and then to assemble the suspect product

units at the customers' facilities (activity g).

Notify and coordinate with customers. -- The food processor may

elect to notify its customers by mail or telegram. During serious
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recalls, the firm should consider telephoning their customers about

the recall. When conducting a FDA-advised recall, the food

processor must confirm the telephone notification via airmail or first-

class mail or telegram. Such action has merit even during non-FDA

advised recalls in order to provide a written record of the

notification.

The Food and Drug Administration's Regulatory Procedures

Manual contains sample letters, envelopes, and post cards. The

Manual stipulates the following requirements:

The recall letter or telegram also should be flagged "URGENT
DRUG (or FOOD, etc.) RECALL". It should be brief and to
the point. It should identify clearly the product, potency,
dosage, type, lot number(s), and contain a concise statement

of the reason for the recall.

Letters should include a postage-paid, self-addressed post
card, envelope or other arrangements to enable the consignee
to report the amount of the product available and the disposition
being made. If none is on hand, the consignee should be
directed to submit a negative report. Prompt return of the
card or other report should be stressed. 3

The FDA also offers assistance in the developing and wording the

content of the letters and telegrams. In addition, during FDA-

advised recalls, the FDA may request copies of the letters or tele-

grams used to notify customers of the food processor's recall.

3 Food and Drug Administration, "Recall Procedure, "
Regulatory Procedures Manual (Washington, September 15, 1971),

pp. 17-18.
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Depending upon the food processor's distribution channels, the

firm's efforts to coordinate the customers involved in the recall may

be extremely complicated. For example, if the firm sells its prod-

ucts to wholesalers, retailers, institutional customers, and other

food processors, then the notification of customers and the process

of checking their facilities for the suspect product units may require

considerable time and expense. If, on the other hand, the food

processor sells directly to retailers, then the process is greatly

simplified.

Another factor affecting the food processor's efforts to coordi-

nate with the customers involved in the recall is that many middlemen

do not date or code incoming shipments nor do they maintain records

which identify which of their customers received the products.

Therefore, most middlemen are forced to notify and check the stocks

of all of their customers.

The food processor should keep its customers fully informed of

all developments throughout the product recall. This is probably the

most important prerequisite for obtaining their cooperation. The

food processor should consider sending its employees or its food

broker's employees to assist or supervise the assembling of the

suspect product units at the customers' facilities. If the food

processor believes that the seriousness of the recall warrants such
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action and that the cost is not prohibitive, then such assistance is

another method which may stimulate customer cooperation. This

supervision may also result in more thorough checking of the

customers' premises.

It is also important for the food processor to realize that when

middlemen participate in product recalls, many of their activities

are performed without compensation. Reimbursement of the middle-

men for the recalled products is discussed in a later section, but

their costs for transferring employees from their assigned duties

to recall activities are not reimbursed. In addition, some super-

market chains have been known to drop a product, or even the entire

line, after a product recall. For these reasons, it is of the utmost

importance that the food processor maintain good relations with its

middlemen during the product recall.

While the middlemen are assembling the suspect product units

at their facilities, the food processor may also initiate his public

relations activities to inform the public of the recall (activity h).

Inform the public of the recall. - -The network analysis diagram

of the product recall process shows that the public is informed about

the recall (activity h) after the food processor has notified its middle-

men about the recall (activity f). This sequence is recommended in

order to obtain the cooperation of the firm's middlemen. Middlemen
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are apt to resent hearing about the recall through a press release to

the public or through their own customers who heard about the re-

call through a press release.

The sequence of communication outlined above is preferred for

the reasons stated; however, some circumstances may require that

the sequence be altered. For example, when an adulterated product

represents a serious threat to human health and has already pro-

ceeded through its distribution channels to the public, then the food

processor should consider issuing a public warning at the same time

that it notifies its middlemen. Since the Food and Drug Admin-

istration is required to issue a press release concerning the recall

of a product representing a serious health hazard and may, at its

discretion, issue a release during less serious recalls, the food pro-

cessor may not be the source that first informs the public about the

recall. In this case, the food processor should consider issuing an

immediate press release or conducting a press conference to assure

consumers that the firm is undertaking every possible effort to trace

and remove the suspect product units.

This study of Texas food processors revealed varying attitudes

toward handling the public relations aspect of the product recall.

Some firms refused to comment on the subject during their recalls,

while others maintained that keeping the public informed about the
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progress of the recall was essential to maintaining their goodwill.

The final decision regarding public relations rests, ultimately, with

the food processor. In making this decision, the firm should con-

sider the reason for the recall, the seriousness of the health threat,

and whether or not the FDA issues press releases concerning the

re call.

It is preferable prior to a product recall to determine the person

within the firm who will be responsible for issuing press releases

or conducting press conferences. Since the average small food

processor does not have a specialist in public relations, it is im-

portant to select a top-level official, possibly the president, to per-

form this function. The individual selected should be capable of

remaining calm while under stress and speaking well before a group

of reporters or a television camera.

The content of the press release should include the following

information: the identity of the product being recalled, code numbers

on the suspect units, geographical area of distribution of the product,

an estimate of the number of suspect products, the recall procedures

instituted to locate the product, coordination efforts with the Food

and Drug Administration, and actions being taken to correct the

problem. In addition, the firm's representative should be knowledge-

able about the company's history and should strive to assure
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consumers that every possible effort is being undertaken to locate the

product and to correct the problem. Finally, the representative's

comments should be factual and sincere, but should not contain

speculations or grandiose promises.

Disposition of the recalled products. -- After the suspect product

units have been assembled at the customers' facilities (activity g), the

firm must determine the disposition of the recalled products. When

a small geographical area is involved, the food processor will

probably return all suspect products to the plant (activity i_). In cases

where the product has been widely distributed, the cost of trans-

porting the products back to the plant may be prohibitive unless the

products can be reprocessed or relabeled. If the product must be

destroyed, the firm should consider disposing of the suspect product

units at the point of collection (activity j). Another alternative is to

return to the plant those products located within the local area or a

specified mile radius and to destroy the products beyond the stip-

ulated area at their point of location. This method is depicted in the

network analysis diagram as activities i and j, which may be per-

formed simultaneously. In making this decision, the food processor

must weigh the costs of transporting the product back to the plant with

the potential value of the returned product.
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The products returned to the food processor's plant (activity i),

along with the products recovered from the processor's facilities

(activity d), may be disposed of by a variety of methods. Some

products can be reprocessed or relabeled (activity m), and then, sold

again. Margarines and oils, for example, can often be reprocessed.

Most products can be relabeled unless their shelf life is nearing

completion. Depending upon the cause of the recall and the cost of

reprocessing, products may be donated to charity, as a tax de-

ductible expense, or sold as animal feed. Recalled products rep-

resenting health hazards must, of course, be destroyed (activity 1).

The Food and Drug Administration may request to authorize the

firm's plans for the destruction of the product. In many cases, the

product is dumped and covered with dirt.

If the firm decides to dispose of the product at the point of its

location (activity j), all of the above alternatives are available, with

the exception of reprocessing and relabeling. It is important that the

food processor provide controls over the disposition of products

away from the plant. The processor may consider sending an em-

ployee to supervise the disposal or requesting that his food broker

perform this function. In order to substantiate the quantity disposed
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of, the firm should consider requiring an affadavit or notarized

statement of where, when, how many, and in what manner the

products were disposed of.

Adustment of customer accounts. -- At the same time that

activities i and jare being performed, the food processor may begin

to determine the total amount of suspect product units recalled from

customers (activity k) in order to adjust their accounts. It is also

at this point that the food processor may need to consider outside

financing of the product recall in order to reimburse customers or

to pay for fixed expenses if production and selling have been tempo-

rarily halted by the recall.

The food processor may decide to adjust its customer accounts

by reimbursing them or by replacing the recalled units (activity n).

The firm may replace the recalled products when the latter are

collected. It may be feasible, for example, for local dairies,

bakeries, and soft drink bottlers to replace the recalled products

during the next day's delivery. This option may not be available to

the firm whose products are widely distributed or to the firm that

has not yet corrected the production problem requiring the recall.

The other method of adjusting customer accounts is for the food

processor to reimburse its customers, either in cash or credit

against reorders, for the cost of the recalled products. The
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wholesale price plus the transportation incurred is usually

reimbursed when the product is still in the customer's warehouse.

During smaller recalls, the food processor may reimburse the

retailer for the full retail price when the product is already on the

retailer's shelves. This is done in order to facilitate the retailer's

method of inventory valuation.

Evaluation of recall. -- At event 9 on the network analysis dia-

gram, the formal part of the product recall process has ended, but

it remains for the food processor to evaluate the product recall and

to examine its impact on the firm's marketing program (activity o).

It is recommended that the firm evaluate its performance during

each stage of the recall process outlined in this program. Questions

of the following nature should be asked during the review: "Was the

firm adequately prepared to conduct this stage of the recall?",

"What should have been done differently?", "Do the written pro-

cedures need to be changed?", "Did the firm do everything possible

to maintain customer and public goodwill?"

A period of time may occur before the food processor can evalu-

ate the full impact of the recall on the firm's marketing program. It

is possible that a recall which did not represent a serious health

hazard and which was conducted smoothly, would have little impact

on the company's marketing program. At the other extreme, a
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recalled product which resulted in a death or publicity regarding the

firm's inability to trace the product may have serious repercussions

on the processor's marketing program. Therefore, the food pro-

cessor should evaluate any changes in the recalled product's sales

volume, any loss of customer accounts, and any change in the

product's shelf position in the retail store. The company's sales-

men or the food broker's salesmen may represent a valuable source

of information concerning the attitude of customers toward the

company and its products since the recall.

If the food processor observes any of these adverse changes,

then the firm should consider altering its marketing program. Some

possible alternatives are presented below, but it is the responsibility

of the firm's management to assess the firm's problems and to select

methods they believe will correct the problem, given the resources

of the firm. One alternative is to increase the advertising budget at

the consumer level or at the industrial level, or both. Although this

may be an expensive alternative, it may also be a necessary one. The

advertising, for example, could stress the quality of the firm's

products, the stability of the firm, and the length of time it has been

in production.

The food processor may also consider introducing changes in its

selling program. The firm's salesmen, or the food broker's
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salesmen, may need to be more aggressive in their selling approach.

They should be prepared to discuss the recall and to relate the

company's efforts to correct the problem when customers or pro-

spective customers ask. The salesmen could distribute a sales

promotional tool, such as a brochure, which explains the reason for

the recall and outlines the firm's actions to alleviate the problem.

Such a brochure could be given to customers or prospective

customers who request information about the product recall. This

type of brochure may have its greatest potential when the recall

resulted from no real fault of the processor; for example, when the

product is recalled as part of a recall conducted by another food

processor from whom an ingredient was purchased.

If the firm is unable to regain lost customer accounts or con-

sumer acceptance of the product, it may consider changes of a

more drastic nature, some of which are costly. For example, the

firm could attempt to distribute its products primarily under private

labels, the package of the recalled product may be redesigned, the

brand name under which the product was recalled could be replaced

with a new name and accompanied by a new promotional campaign,

and the company's name could be changed. Obviously, these are

major changes which would have to be evaluated in terms of the food

processor's unique situation.
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Use of the Model Program

To illustrate the use of the model recall program for small food

processors a hypothetical model for a hypothetical firm is pre-

sented. The hypothetical model uses the program as, a supplement,

rather than a replacement, for the decision-making responsibility of

the individual firm. The Recall Coordinator in the hypothetical firm

tailors the program to meet his firm's unique needs and resources.

Sufficient flexibility is permitted in a program to allow for various

types of recalls which may occur. Finally, the Recall Coordinator

and his key personnel plan to review the program periodically.

Additions to the product line, changes in the distribution structure of

the firm, changes in the FDA recall regulations, or changes in the

personnel charged with the primary responsibility in the recall may

necessitate changes in the firm's product recall program.

A checklist outlining the procedures and sequence of activities

for the hypothetical firm's recall program is included in Appendix D.

Variations are also noted for recalls which are less serious or

more serious than this firm's recall.

Construction of a Hypothetical Model Program

The hypothetical firm selected is a small fruit and vegetable

canner. The canner operates one plant which employs eighty

persons and distributes its products in a five-state area which
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includes Texas, Louisiana, Oklahoma, Arkansas, and New Mexico.

The firm's distribution channel includes food brokers, wholesalers,

retailers, and institutional customers. The firm utilizes one type of

identification coding on its packaging--the date of production. The

firm does not maintain shipping records which identify the products

sent to each customer. The Director of Marketing has public re-

lations and advertising experience. Finally, the semi-retired

president of the firm has designated the Director of Marketing as the

Recall Coordinator.

Assignment of responsibility. -- As Recall Coordinator, the

Director of Marketing has the responsibility to assign specific

functions in preparation for a product recall to other persons within

the firm. It is his responsibility to acquire a working knowledge of

the Food and Drug Administration's recall regulations, such as

contained in Chapter Two, and the basic product recall process, as

presented in the model program. In the event of a product recall,

the Recall Coordinator will supervise all recall activities and per-

sonnel participating in the recall. The Recall Coordinator will also

assume the responsibility for the public relations function during a

recall, since he has experience in this area.

The Assistant Director of Marketing has been chosen to serve as

the Assistant Recall Coordinator and to direct the activities
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delegated to him by the Recall Coordinator. His primary area of

responsibility during a product recall will be in tracing the product

through its channels of distribution. This area includes notifying

and coordinating with the middlemen and institutional customers

during the recall.

The Production Manager will have the responsibility for de-

termining the origin of any production problems causing the recall.

He will also assume the responsibility for instituting and maintaining

quality control procedures.

The Comptroller will be in charge of the financial and accounting

aspects of the product recall.

The Assistant Recall Coordinator, Production Manager, and

Comptroller may delegate activities within their area of responsibility

to individuals in their departments. The three officers are expected

to educate their personnel concerning the nature of product recalls

and their department's role during a product recall.

Pre-recall assessment. -- It is the responsibility of the Recall

Coordinator to conduct a pre-recall assessment of the firm's

capability to conduct a recall and to recommend any necessary

changes. The Assistant Recall Coordinator, Production Manager,
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and Comptroller will participate in this evaluation by assessing the

ability of their departments to perform their assigned responsi-

bilities during a product recall.

During the course of this assessment, the Recall Coordinator

concludes that the firm is subject to serious product recalls since it

cans fruits and vegetables. It is decided that the use of a coded

production date on the cans is a sufficient identification procedure,

since a full day's production is a reasonable size lot. The Assistant

Recall Coordinator concludes that it would be very costly and time-

consuming for him to trace the recalled products since the firm does

not maintain shipping records which identify the products sent to

each customer. Therefore, he recommends that the warehouse

manager be responsible for recording the production dates of

products on the company's shipping records for each customer order.

The Recall Coordinator evaluates his previous public relations and

advertising experience as more than adequate to handle this function

during a product recall. The Comptroller maintains that it would be

necessary to borrow funds to reimburse customers in the event of

a serious recall. He recommends that, if at all possible, the firm

give its customers credit against future purchases rather than re-

imburse them for the recalled products. Finally, the production
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manager suggests that more stringent quality control procedures

be adopted to prevent a recall. These suggestions are approved

by the Recall Coordinator, presented before the firm's president,

approved,and instituted.

Conducting the product recall. -- A year later the Food and Drug

Administration notifies the firm that the farming cooperative from

which the firm purchased part of its tomato supply had used a

pesticide in greater quantities than permitted by the Miller Pes-

ticides Act. As a result, the pesticide residue on the tomatoes is in

excess of the legal limit. Therefore, the firm must recall their

tomato products which were processed from the farming co-

operative's harvest.

At this point, the key recall personnel within the firm begin their

recall activities simultaneously. The Assistant Recall Coordinator

initiates the procedures for tracing the product. He determines the

dates on which the tomatoes from the cooperative were processed.

Then he utilizes the shipping records to identify the customers who

received tomato products containing the identified production dates.

These customers are then notified via telegram concerning the

extent and cause of the recall and the production dates on the re-

called products. The contents of the telegram have been approved

by the FDA and copies are retained as proof of notification.
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During this time the Production Manager undertakes an

assessment of the firm's quality control procedures to determine if

controls for acceptance of incoming agriculture products should be

more stringent. The warehouse manager will search and isolate

the suspect products still in the firm's possession. The Comptroller

will be determining the number and cost of the products being re-

called. He will also begin an analysis of the costs involved in

alternative methods of disposing of the product.

At the same time, the Recall Coordinator will be advising the

president of the firm and the FDA of the firm's efforts. In addition,

he decides to inform the public of the recall through a press release.

The release identifies the products being recalled and their code

numbers, the three states in which it has been distributed, and an

estimate of the number of suspect products. Emphasis is placed on

the nature and cause of the recall and the firm's efforts to remove

the product quickly. Every effort is made to show that the firm is

in control of the situation, in order to maintain the public's goodwill.

The Recall Coordinator requests the firm's food brokers to

supervise the recall activities in their distribution areas. They will

provide assistance in tracing and assembling the products sold to the

middlemen and institutional customers. During this time, the

Assistant Recall Coordinator also maintains contact with the
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middlemen to ensure their cooperation and to offer further

assistance when needed. Such contact is necessary since some of

the firm's middlemen are encountering difficulties in tracing the

product. These firms do not date incoming shipments nor do they

maintain records which identify where products are sent.

The Comptroller has concluded his evaluation of the alternative

methods of disposing of the product. The product cannot be re-

processed or donated to charity since it contains pesticide residues

above the allowable level. Therefore, he conducted a cost com-

parison of transporting the products back to the plant for disposal

compared to disposal at their present locations. He recommends

the latter alternative in order to minimize transportation costs.

The Recall Coordinator then advises the food brokers to collect

the suspect products in their areas and to dispose of their contents

through the sewerage system. Approval from the FDA and local

health authorities has been obtained for this method of disposal.

The food brokers are also responsible for maintaining accurate

records of the amounts of recalled products obtained from each

customer. They must submit sworn affidavits stating the amounts

of recalled products which are destroyed and the date and location of

their destruction. This information is then checked by the Comp-

troller's personnel against the amounts purchased by each customer.
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The Recall Coordinator decides to send letters of appreciation

to the firm's middlemen and institutional customers for their

participation and cooperation in the recall. The letter also states

that the customer will receive credit against future orders equal to

the value of the recalled products collected from him. The value of

the recalled products is based on the wholesale cost of the products

plus transportation. Customers will be reimbursed in cash rather

than credit,upon request, although this is not mentioned in the letter.

The Comptroller feels that this policy is equitable and, at the same

time, places the least demand on the company's financial reserves.

The Recall Coordinator issues a final press release to the

public informing them of the successful completion of the recall.

He also remains in communication with the FDA until they complete

their effectiveness checks and close the recall officially.

The Recall Coordinator then institutes an evaluation of the

recall conducted. Each of the key recall personnel is to assess

the effectiveness and efficiency with which his activities were

performed. The Assistant Recall Coordinator reports that his

department was able to trace the suspect products quickly since the

firm utilized identification coding and maintained shipping records.

On the other hand, some of the middlemen delayed the tracing

process since they do not have similar procedures. The Pro-

duction Manager indicates that a new quality control procedure for
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the acceptance of incoming agricultural products has been instituted,

which will prevent the occurrence of a similar recall. The

Comptroller states that the cost of the recall was mimized due to the

high level of preparation of the firm for the recall and since the

products were not transported back to the plant for disposal. The

Recall Coordinator reports that coordination with the FDA went

smoothly since he was already familiar with their regulations and

procedures. He also states that the public relations function appears

to have been effective since the firm's middlemen are continuing to

order the firm's products to meet consumer demand. Consumer

demand for the firm's products is. below the pre-recall level, but

the firm is adopting measures to alleviate this situation. These

measures include an increased advertising budget, emphasis on

maintaining retail shelf position, and a brochure explaining the

recall for customers or prospective customers who request such

information. The Recall Coordinator concludes that the recall was

conducted efficiently, with the least time and cost requirements

possible.

This illustration appropriately describes the use of the model

product recall program for the small fruit and vegetable canner

conducting many types of recalls. The sequence of activities would

be altered for less serious types of recalls, such as a recall of
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mislabeled products. In this case, it is not necessary to issue

press releases to the public since there is no health hazard. The

recalled products would be returned to the plant for relabeling and

then sold again.

The sequence of activities would also vary in instances of more

serious health hazards, such asbotulism. The public and the food

processor's middlemen would have to be notified immediately. The

middlemen would have to be notified via telephone rather than tele-

gram or letter. If the code numbers of the suspect product have not

yet been identified, then all of the middlemen would have to remove

all of the suspect products from their warehouses and shelves. The

middlemen and the public would be given the code numbers of the

recalled products as soon as the information is obtained. The per-

formance of the public relations function plays a crucial role in this

type of recall in determining the public's post-recall attitude toward

the company and the safety of its products. Some of the recalled

products would be returned to the plant for laboratory analysis, even

though it is cheaper to dispose of them at their location in the

distribution channels.

The financial consequences of this type of recall are also more

severe. For example, the actual cost of conducting the recall is

higher due to long distance telephone charges and transportation of
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products back to the plant. After the recall, the amount of lost

sales is greater, as is the need for increased advertising and other

promotional expenditures.

The sequence of activities for firms conducting a recall which

is more serious or less serious than the hypothetical firm's recall

varies to some extent. The basic procedure and decisions, however,

remain the same as those outlined in the model product recall

program for small food processors.



CHAPTER VI

SUMMARY, CONCLUSIONS, AND RECOMMENDATIONS

Summary

This study was concerned with the problem of product recalls,

including an evaluation of the capability of food processors and their

middlemen to conduct a product recall. The study also involved the

development of guidelines for the construction of efficient recall

programs for food processors of all types.

The subject of product recalls is important to food processors

since the number of recalls of food products has been increasing.

In addition, the consumerism movement of the sixties resulted in

the passage of new legislation and more stringent enforcement of

food regulations by the Food and Drug Administration. During

the last decade, this agency has come to rely on the product

recall as its primary enforcement tool.

Ancient legal precedents exist for food industry regulation,

dating back to Egyptian and Hebrew times. The earliest food

legislation in the United States was enacted by individual states,

211
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beginning with Massachusetts' first general food law in 1784. It

was not, until 1906, however, that the United States passed its

first federal general food law. The Food and Drugs Act of 1906

was passed only after a long struggle begun in 1883 by Dr. Harvey

Wiley of the Bureau of Chemistry. Dr. Wiley was aided in his

efforts by the Consumers' League, one of the earliest national

consumer organizations, and by Upton Sinclair's novel, The Jungle,

which vividly described the deplorable conditions in the meat

packing industry of that day.

The 1906 act prohibited the manufacture, sale, or transportation

of adulterated or misbranded foods and drugs involved in interstate

and foreign commerce. Two types of court procedures, product

seizures and prosecution for a misdemeanor, were provided for

the enforcement of the act. During the ensuing years, however, the

act was not rigorously enforced, and a movement developed for a

complete revision of the act. The consumerism movement of the

'thirties produced numerous exposes of conditions prevalent in the

food and drug industry during a five year campaign for the new

legislation. It was not until after a tragedy in which 107 persons

died from an untested drug that the new law was passed.
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The Federal Food, Drug, and Cosmetic A ct of 1938 extended

coverage to include cosmetics and medical devices and added a

third enforcement tool--the injunction. In addition, it provided for

the establishment of food standards. The 1938 act, with its many

amendments, remains the primary food law in the United States.

During the sixties, Vance Packard, Ralph Nader, and others

became leaders of a new consumer movement, more vocal than

earlier ones and more prolific in terms of number of bills introduced

into Congress. The most important of these laws were the Fair

Packaging and Labeling Act of 1966, the Wholesome Meat Products

Act of 1967, and the Wholesome Poultry Products Act of 1968.

By the early 1960's, the product recall had become the principal

enforcement tool of the Food and Drug Administration, although no

statutory authorization for recalls exists. Product recalls are

regarded by the agency as the quickest and least expensive enforce-

ment method for removing violative products from the market. The

FDA has established definitions as to what constitutes a product

recall, established classifications for varying degrees of seriousness

of recalls, and developed action guidelines to ensure that the products

are removed from their channels of distribution. The agency also

offers assistance to firms conducting product recalls.
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A mail survey of Texas food processors was conducted to

assess their level of preparedness to conduct a product recall.

The typical food processor in Texas may be characterized as a

small firm, employing less than one hundred employees, which is

engaged in interstate commerce and, generally, utilizes whole-

salers and retailers in its distribution channel. The average firm

is not well prepared to conduct a product recall. It is not familiar

with the Food and Drug Administration's recall regulations.

Although the firm uses identification coding on its packaging, it

does not maintain shipping records which identify the products

received by each customer.

The respondents who reported previous product recall

experience rated their firms' efforts in handling the product recall

as "very effective" in response to a series of questions requesting

their evaluation. Although it is possible that only those firms which

had conducted their product recalls successfully would respond to

the questionnaire, an analysis of the firms with recall experience

revealed that they had been well prepared to conduct a recall. The

firms had written recall procedures, knowledge of FDA regulations,

identification coding, shipping identification records, and public
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relations experience prior to the recall. As a result of this pre-

paration, the firms conducted successful product recall programs.

Larger food processors appear to be better prepared to conduct

a product recall than smaller firms. The chi-square test of in-

dependence for classification was used to analyze the relationship

between size of the firm, based on the number of employees, and

certain variables. The data revealed that larger food processors

were more apt to have written product recall procedures, knowledge

of the Food and Drug Administration's recall regulations, iden-

tification coding on packaging, shipping identification records, and

public relations experience. The larger firms are in a position to

develop and implement these procedures because of their financial

and human resources. Therefore, it appears that small food pro-

cessors would benefit more from a model product recall program.

Certain food industry categories were also found to be better

prepared to conduct a product recall. The food industry categories

included the following: meat, poultry, fish; fruits, vegetables,

jellies, canned specialties; flour, grain, cereal, bakery products;

oils, shortening; dairy products; and soft drinks, carbonated water.

Chi-square tests for independence were used to determine if

statistically significant relationships existed between the food

industry categories and certain variables. The data revealed that
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size of the firm was related to food industry category. The cate-

gories with a majority of their firms reporting 100 or more

employees were (1) oils, shortening, and (2) fruits, vegetables,

jellies and canned specialties. A relationship was found between

the area of distribution of the firm's products and food industry

category. The categories with a majority of their firms selling

products in interstate commerce were (1) oils, shortening,and

(2) fruits, vegetables, jellies, canned specialties. The data also

showed that firms in certain food industry categories were more

apt to have written recall procedures. The categories with the

highest percentage of firms having such procedures were (1) fruits,

vegetables, jellies, canned specialties, and (2) oils, shortening.

Some industry categories are also more likely to utilize in-

formation coding procedures on packaging. A majority of the firms

in all categories except soft drinks, carbonated water,used such

procedures. Firms in certain industries were also more apt to

maintain shipping identification records. A majority of the firms

processing (1) oils, shortening, (2) flour, grain, cereal, bakery

products, and (3) fruits, vegetables, jellies, canned specialties, had

these records. Finally, statistically significant relationships were

not found between food industry category and (1) knowledge of FDA

recall procedures and (2) public relations experience.
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Personal interviews with food brokers, wholesalers, and re-

tailers revealed that, generally, these food middlemen do not have

written recall procedures, but are familiar with the Food and Drug

Administration's recall procedures. All of the firms had parti-

cipated in product recalls and were familiar with the activities in-

volved in one. Most food wholesalers and retailers with warehouses

do not place coding on incoming shipments or maintain records

which identify the shipments sent to each customer or store.

Consequently, many product recalls are delayed while the food

middlemen examine their stock and those of their customers' for the

recalled product. It does not appear likely that many food middle-

men will adopt coding and shipping identification records, since

these procedures are expensive to implement. Even then, it will

be feasible only for the larger middlemen as part of their com-

puterized inventory control systems.

Food middlemen are reimbursed by the food processor for the

cost of the recalled products, but they also incur many costs for

which no compensation is rendered. They must divert many of their

employees from their normal work activities in order to trace and

remove the suspect products. In addition, they encounter record-

keeping activities and coordination responsibilities with their

customers which are time-consuming.
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Food processors may encounter marketing problems during

any stage of the product recall process. Therefore, it is crucial

for the firm to understand the recall process. Five variables ap-

pear to affect the firm's ability to handle these problems. Four

relate to the firm's basic marketing structure and, therefore, can-

not be easily changed; the fifth factor, however, can be altered.

The first variable is the type of food product being recalled.

Some types of food products are more apt to be involved in a

serious recall than other types, either due to their physical nature

or their method of packaging. Bakery and dairy products, for

example, are not subject to serious product adulteration in the way

that canned fruits and vegetables are.

The second variable is geographical distribution of the firm's

products. It is generally easier and less costly to remove a pro-

duct from its distribution channel in a limited geographical area.

When the area of distribution is large, the firm may have to delegate

more of the responsibility for tracing the product and disposing of

it to members of its distribution channel. Finally, the expense of

transporting the product back to the plant may be considerable.

The third variable, size of the firm, has been discussed pre-

viously. Smaller firms are not as well prepared to conduct a

product recall as larger firms. It appears that smaller firms do
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not have the financial or human resources necessary to develop

written procedures for recalls or to acquaint themselves with the

FDA's regulations for recalls.

The fourth variable concerns the complexity of the firm's

distribution channels. Firms that use many types of middlemen,

sell to institutions, and also distribute products under a private

label must notify and coordinate with many customers, whereas

soft drink bottlers who sell direct to retailers may encounter

fewer problems.

The fifth variable affecting the firm's ability to conduct a pro-

duct recall is its degree of preparedness. A firm that utilizes

production coding and record-keeping techniques could easily re-

duce the time and cost requirements for tracing its product.

Previous public relations experience would help prepare the in-

dividual responsible for handling this function during a recall. A

working knowledge of the FDA's requirements during a product

recall could shorten the time necessary to make the basic policy

decisions regarding the recall. Finally, a firm that has adopted

a basic recall program before a recall occurs has a decided ad-

vantage, since many of the initial decisions and assignment of

responsibilities have already been made. The firm already knows
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what the general procedure is, and therefore it is reasonable to

expect that it could minimize the costs and time involved in

conducting a product recall.

This study culminated in the development of basic guidelines

for the construction of recall programs for small food processors.

A network analysis diagram was used to illustrate the sequence of

activities to be performed during the product recall process.

Variations in the sequence for particular food industry categories

were also noted. The activities were grouped into the following

stages in the product recall process: determination of the problem,

communication with the FDA, tracing the product, notification and

coordination with customers, the public relations function, disposition

of the product, adjustment of customer accounts, and evaluation of

the recall to determine its impact on the company's marketing

program. In each stage emphasis was placed on the implementation

of procedures which would enable the firm to successfully complete

each activity.

Finally, the guidelines for the construction of product recall

programs fulfill a need of the small food processor in Texas.

The guidelines identify the activities which must be performed

during a recall and the decisions which the firm must make. The

guidelines do not, however, replace the responsibility of the
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individual firm conducting a product recall. Only the management

within each firm is knowledgeable about the firm's structure,

marketing program, and resources. Therefore, the guidelines

permit management to tailor their own recall program, based on the

firm's unique nature. Through the process of developing their own

program and of periodically revising it, the firm's management will

be prepared to conduct a product recall and to minimize the fi-

nancial impact of the recall on the firm.

Conclusions and Recommendations

1. Product recalls are very costly to conduct. They are costly

to the food processor, to the members of the distribution channel, to

the consumers who purchase the products, and to the general public,

which ultimately bears the cost of monitoring product recalls by

various governmental agencies.

2. The number of product recalls which have resulted in

serious illness or death has not been numerous, but all recalls are

costly to conduct. Product recalls may be necessary due to ad-

ulteration of ingredients, infestation or contamination of raw

materials before or during the production process, infestation or

contamination of the product after processing and in the possession

of the distribution channel members, and mislabeling, either in-

tentional or unintentional. Although product recalls may represent
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varying degrees of health hazards, the basic procedures and costs

for removing the product from its channels of distribution are

similar.

3. Since product recalls are so costly, it would be beneficial

to the entire marketing system to prevent situations from occurring

which require product recalls. The use of stringent quality control

procedures is one of the most effective means for reducing the

firm's probability of conducting a product recall. In fact, for most

firms it would be less costly to purchase the appropriate equipment

for quality control, to institute quality control methods and tests,

and to hire or train personnel to perform these procedures than it

would be to conduct a product recall. For these reasons, it is

recommended that food processors evaluate the effectiveness of their

existing quality control procedures.

4. Packaging improvements may also serve to reduce the

possibility of the food processor becoming involved in a serious

product recall. New packaging methods which indicate if the package

seal has been broken or if the vacuum has been lost are being

developed. Therefore, it is recommended that food processors

adopt these procedures as means for minimizing the risk of the

public's consumption of an adulterated product.
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5. Consumerism pressures may be expected to continue as

an impetus to more stringent food regulation and enforcement. The

consumer is becoming increasingly aware of the inadequacies of the

food industry through well publicized food product recalls and in-

juries to health.

6. There are an increasing number of federal agencies ex-

panding their jurisdiction to include the food industry. The En-

vironmental Protection Agency, for example, has become involved

in analyzing the level of pesticide residue in poultry, thereby

working in conjunction with the Food and Drug Administration and

the Department of Agriculture.

7. The jurisdiction of the federal agencies involved in food

regulation is expanding to include a greater number of food pro-

cessors. There is a trend toward federal jurisdiction over food

processors involved in intrastate commerce. The Wholesome Meat

Products A ct and the Wholesome Poultry Products Act passed

during the 'sixties permit the Department of Agriculture to assume

jurisdiction over meat and poultry processors operating solely

within their own state if the Department determines that the state

health authorities are negligent in acting against firms producing

adulterated meat and poultry products. These processors remain

under the Departments' jurisdiction until it is determined that the
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state authorities will enforce regulations at least equal to federal

regulations. This trend is also evident in that many state health

authorities request assistance from the FDA during recalls limited

to their states because their laboratories and manpower are

inadequate.

8. Product recalls are becoming increasingly used as an en-

forcement procedure for various types of federal agencies. The

Federal Trade Commission and Consumer Product Saftey Com-

mission utilize product recalls to remove defective non-food

products from the market. The Food and Drug Administration

relies on product recalls as their primary tool for enforcing food

and drug regulations. The use of the other enforcement tools avail-

able to the FDA, such as product seizures, injunctions, and pros-

ecutions, has declined drastically.

9. The Food and Drug Administration's reliance on the product

recall as its primary enforcement tools is justified because recalls

represent the quickest and least expensive enforcement method for

removing violative products from the market. Product recalls are

not court actions; therefore, the FDA is not burdened with the ex-

pense and time required in filing legal actions.

10. There is a serious disadvantage to the agency's reliance

on product recalls, since no statutory authority exists for the product
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recall program. Food processors could question the authority of the

Food and Drug Administration, since the agency cannot legally en-

force the recall action. Another disadvantage due to the lack of

statutory authorization is that the FDA is not reimbursed for its

expenses in monitoring a recall action. Legislation does provide for

the recovery of court costs and the agency's monitoring expenses in

the case of seizure actions. Therefore, it is recommended that the

Food and Drug Administration initiate the proper procedures to ac-

quire statutory authorization for the product recall program.

11. The Food and Drug Administration and other governmental

agencies could reduce the number of food regulation violations

through closer inspection of food processors. The existence of full-

time Department of Agriculture inspectors in poultry and meat-

packing plants and in firms producing oils which are meat by-

products reduces the likelihood of firms in these industries

distributing adulterated products. More frequent inspections of

firms producing other types of food products is needed. The Bon

Vivant Soup Company of Newark, New Jersey, for example, had

not been inspected by the FDA in four years, when in 1971 a death

was caused by the firm's contaminated products. 1 Closer

"'FDA Wants to Widen its Watchdogging, " Business Week
(July 24, 1971), p. 19.
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inspection at the point of production would also be more efficient

and less costly than product recalls. For these reasons, it is

recommended that the Food and Drug Administration and other

governmental agencies institute more stringent inspection pro-

grams for food processors.

12. Additional financial resources would be required for the

Food and Drug Administration and other governmental agencies to

undertake such an inspection program. Therefore, it is rec-

ommended that food processors pay inspection fees, such as meat-

packing firms and dairy processors are currently charged. This

type of fee system would permit the appropriate governmental

agencies to expand or contract supervision as it is needed.

13. The Food and Drug Administration's regulations are too

complicated and detailed to encourage food processors to acquire

an understanding of their procedures prior to a recall. Therefore,

it is recommended that the agency publish a concise synopsis of

its regulations in a handbook designed for food processors. Other

more direct forms of communication, such as FDA sponsored work-

shops for food processors, are also recommended to provide inter-

action and exchange of viewpoints. Food processors could then

become - more knowledgeable about how to conduct recalls and how

to prevent them through these types of communication.
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14. Food industry trade associations represent an effective

vehicle for FDA communication with food processors, especially

small food processors, and for conducting research related to the

problems and prevention of recalls. Whereas it is not feasible for

the average food processor to conduct research on quality control

methods and procedures for identifying problems, such research

could be conducted by trade associations working with the Food and

Drug Administration and other federal agencies. Thus, it is

recommended that food industry trade associations sponsor re-

search in these areas for the benefit of their members.

15. Many food wholesalers and retailers are not equipped to

cooperate effectively with the food processor during a product re-

call. Since many of these middlemen do not date or code incoming

shipments in the warehouse and maintain records which identify

where the shipments are sent upon purchase, they often delay the

completion of the product recall. For this reason, it is recom-

mended that food processors give preference in their selection of

distribution channel members to those middlemen using coding and

recordkeeping techniques.

16. Food middlemen are apt to demand payment for their

services if the number of recalls continues to increase as expected.

The charge would most likely be based on a fee per manhour
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worked or per unit of the recalled product. Food middlemen have

a grievance against food processors conducting product recalls since

the processors reimburse them for the recalled products, but not

for their actual participation in the recall. Thus, it is recommended

that food processors attempt to forestall such action by providing the

channel members with adequate assistance and complete information

throughout the product recall. Food processors should make every

feasible effort to lighten the burden placed on the middlemen during

recalls,since the middlemen are not compensated for their activities.

17. It is the consumer who ultimately bears the cost of pro-

duct recalls,as well as the risk of injury to his health or life. The

impact of product recalls on the consumer is important, since it is

his patronage upon which the existence of the firm depends. There-

fore, it is recommended that food processors, through their trade

associations, educate the consumer about the nature of product re-

calls, how to recognize adulterated products, and subsequent

actions to take. The consumer should also be informed of the efforts

of the food industry to prevent the adulteration of its , products.

18. Food processors can reduce the costs of product recalls

through the use of the guidelines developed in this study and the con-

struction of their own recall programs. The institution of these

programs can reduce the food processor's cost of conducting the

recall, the cost of the middlemen's participation in the recall, the
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cost passed on to the consumer, and the cost to the general public of

federal and state government expenditures for the regulation and

supervision of product recalls.

19. It is crucial for firms in the food industry to take some

means of effective action to keep adulterated products from reaching

the market. If a recall becomes necessary, then it is essential that

the food processor remove the product from the market as quickly

and efficiently as possible. If food processors do not take the

initiative in these areas, consumerists will likely continue to

pressure Congress for more stringent federal regulation of the food

industry.

Suggestions for Further Research

As with any research study, there are aspects of the subject of

product recall which were not examined. The complexity of the

subject and the lack of research conducted in this area also indicate

a need for further research. Several suggestions for additional re-

search are set forth below.

It would be helpful to conduct an in-depth study of the effect of

a product recall of one brand upon the sales of other brands. It is

known that sales of tuna have declined drastically during "tuna

scares ", and that sales for the entire canned soup industry were
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depressed following the recalls of Bon Vivant Soup and Campbell

Soup. It is possible that a firm may need to alter its marketing

program to counterattack these periods of adverse public opinion

even though the firm was not involved in the product recall.

Any effect upon sales would be the result of consumer reaction

to the product recall. Therefore, research would be of value which

analyzed the behavioral aspects of product recalls. Attitude studies

could be used to analyze any changes in brand loyalty or in product

loyalty of consumers. The length of time after a recall in which the

consumer purchases less, or none, of the product would also be

revealing.

This study did not examine the actual costs of conducting a pro-

duct recall from the food processor's viewpoint or from the food

middlemen's point of view. Further research is warranted in this

area in order to assess the full impact of a product recall on the

firm producing the product and on its distribution channel members.

Once the actual costs of conducting a product recall have been

determined, it would be beneficial to examine the effect of the pro-

duct recall on the firm's financial structure. A study could be

designed to analyze the various methods of financing the product

recall used by firms. This analysis may also result in a feasibility

study for obtaining insurance against product recalls.
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The model product recall program in this study was designed for

small food processors. Similar programs for firms producing non-

food products may be needed since the passage of the Consumer

Product Safety Act in 1972. The Consumer Product Safety Com-

mission, which was established by the act, is recalling many de-

fective and potentially dangerous products ranging from television

sets to bicycles. A firm may be fined anywhere from $2000 to

$500, 000 for failure to recall a defective product.2 This should be

sufficient incentive for many firms to develop product recall pro-

cedure s.

The subject of product recalls has been relatively unexplored

by marketing specialists. This may be attributed to the recency

of the topic. The rise of the consumer movement and the more

stringent enforcement of legislation regarding product safety strongly

indicate that the increase in product recalls may be expected to

continue. For these reasons, firms producing all types of products

need to be prepared to conduct a product recall. Therefore, there

is a crucial need for research contributions in the area of product

recall.

2 "Managing the Product Recall," Business Week (January 26,
1974), pp. 46-48.
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May 20, 1973

Dear food processor,

As you know, the number of food product recalls has
been increasing; in fact, there have already been three
recalls of mushrooms just this year Certainly, this is
a timely topic and is of interest to you as a food pro-
cessor.

A research project concerning the ability of Texas
food processors to conduct a product recall, if one should
become necessary, with the least time and cost require-
ments is being undertaken by the College of Business Admin-
istration, North Texas State University. I am conducting
this research as part of a doctoral research study under
the direction of three full professors in the university.

North Texas
State

University
Denton, Texas

76203

Department
of

Marketing,
Communication

and
Intgrnation.1

Business

The information obtained through this research will be
used to design techniques for developing food product recall
guidelines. In addition, a model food product recall program
outlining policies and procedures for food processors to follow
during a recall will be developed. This program will be appli-
cable to food processors of all sizes in the hope that it would
reduce cost and time requirements for conducting recalls.

In order to help food processors involved in future recalls,
I am asking a select sample of Texas food processors of all sizes
for some basic information about their companies and policies.
The enclosed questionnaire has been especially designed so that
answer choices are brief and simple, and so the questionnaire may
be completed in a few minutes.

The information obtained will be kept confidential and only
the total results will be used in constructing techniques and
developing the model product recall program. All raw data will
be destroyed upon completion of the research to ensure anonymity
for all respondents.

I would greatly appreciate your cooperation and help with
this research study.

Sincerely,

Mary C. Harrison
Instructor in Marketing

MCH/ea
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FOOD PROC&330k1 Q U3S2O1NAIR1

1. Which of the following categories of food products does your firm
produce? (Mark all answers that apply to your firm.)

Meat, Poultry and Fish

Fruits, Vegetables, Juices,
Canned Specialties

Flour, Grains, Cereals,
Bakery Products

Oils and Shortening

Dairy Products

Candy & Confectionary
Products

Soft Drinks and Carbonated
Water

Other

2. How are your firm's food products packaged? (Mark all answers
that apply to your firm.)

Canned

Bottled

Glass Jars

Paper containers, boxed

Plastic or paper wrapped

Other
(Please specify)

3. What is the area of geographical distribution for your firm's food
products?

Local

State

Regional (more than one state)

National

International

I. Which of the following middlemen does your firm use to distributeits food products? (Mark all answers that apply to your firm.)

Food broker

Agents

Wholesalers

Retailers

None, sell direct to public

Other
ease specify)

Does your firm sell any of its products to other food processors?

Yes No

6. How many people are employed at your plant location?

Less than 25 25 - 99 100 or more
7. Does your firm now have any type of written procedures to followin the event of a product recall?

Don't Know

(ease specs y)~

Yee No
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8. Does your firm now have any person who is familiar with the Food

and Drug Administration's requirements during. a product recall?

Yes. No Don't Know

9. In the event of a product recall, the major policy decisions

regarding the recall would probably be made at:

this plant location company headquarters located

regional office elsewhere
located elsewhere other

WOW(~Please -specify)

10. In the event of a product recall, who would probably be responsible

for your plant's execution of the recall?

President or owner Director of Marketing

Plant manager Other_ _ _ _

(Please specify)

11. In the event of a product recall, who in your firm is most apt to
be responsible for the press releases and other public relations

functions?

President or owner Director of Marketing

Plant manager Other
- (Tlease specify)

Public Relations Director

12. Does the person named in Question 11 have previous public relations

or advertising experience?

Yes No

If yes, please mark all of the following answers that describe this

person's public relations or advertising experience.

Written press releases Managed advertising campaign

Conducted press conferences Other
------ "--- "" """" (Please specify)

13. Does your firm presently place identification information or coding,

such as lot numbers, on its product packaging?

Yes No

If yes, please mark all of the following answers that describe the

information provided on the product packaging.

Plant identification (for - Production date

multiplant firms only) Product expiration date

Production batch or Other _________p _____T

lot identification (PLease speci
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14. Does your firm keep records that identify the lots or shipments
sent to each customer?

Yes No Don't Know

If yes, how long does your firm keep these records that identify
the lots or shipments sent to each customer?

1 - 6 months; 7 - 12 months; More than one year

15. Has your firm ever been involved in a food product recall?

Yes No

If your answer to Question 15 was No, please go to Question 24.
If your answer to Question 15 was Yes, please continue with Question 16.

16. Prior to the recall, did your firm have any type of written pro-
cedures to follow in the event of a product recall?

No Don't Know

17. Prior to the recall, did your firm place identification information,
such as lot numbers, on its product packaging?

No Don't Know

18. How would you evaluate the effectiveness of your firm during its
recall in identifying and tracing suspected lots?

Very effective

Adequate

Inadequate

Don't Know

19. How would you evaluate the effectiveness of your firm during its
recall in obtaining the cooperation of its customers?

Very effective

Adequate

Inadequate

Don't Know

20. How would you evaluate the effectiveness of your firm during its
recall in handling the public relations function?

Very effective

Adequate

Inadequate

Don't Know

Yes

Yes
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21. Which of the following areas caused the greatest .difficulties

during the recall, in terms of time and cost? (Mark all answers

that apply to your firm.)

Identifying and tracing suspected product lots

Comtnicating and coordinating with customers involved
ISW in the recall

Transporting the products back to the plant
Making refunds and adjustments for the recalled products

Cost of lost sales

22. Did your firm change any of its policies or procedures in the
following areas as a result of the product recall? Please explain.

Lot identification information or record keeping:

Public relations, advertising, personal selling:

Other policy or procedure changes:

23. Do you have any suggestions which may be helpful to other food
processors should they become involved in a recall?

24. What is the position in the firm of the person completing this
questionnaire?

President or owner

Plant Manager

Director of Marketing

Other
TPlease specify)



APPENDIX B

QUESTIONNAIRE USED IN PERSONAL INTERVIEWS

WITH FOOD PROCESSORS

1. What kinds of food products does your firm produce?

2. How are your firm's food products packaged?

3. What is the area of geographical distribution for your firm's

food products ?

4. What types of middlemen does your firm use to distribute

its food products?

5. Does your firm sell any of its products to other food

processors?

6. Does your firm sell to institutions, such as restaurants,
hospitals or the military?

7. How many people are employed at this plant location?

8. Does your firm now have any type of written procedures to
follow in the event of a product recall? If yes, what kinds
of information are included in the procedures?

9. Does your firm now have any person who is familiar with the
Food and Drug Administration's requirements during a
product recall?

10. In the event of a product recall, where would the major policy
decisions regarding the recall be made?

11. In the event of a product recall, who would probably be
responsible for your plant's execution of the recall?

12. In the event of a product recall, who in your firm is most apt
to be responsible for the press releases and other public
relations functions?

238
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13. Does the above named person have previous public relations

experience? If yes, what type of experience?

14. Does your firm presently place identification information or

coding, such as lot numbers, on its product packaging? If

yes, what types of coding are used?

15. Does your firm keep records that identify the lots or shipments

sent to each customer? If yes, how long are these records

kept?

16. What types of quality control procedures does your firm use?

17. What types of adulteration or contamination are your
products subject to?

18. Has your firm ever conducted a food product recall?

If answer to Question 18 is No, stop.

If answer to Question 18 is Yes, continue with Question 19.

19. What type of problem made it necessary to conduct a product
recall?

20. How and by whom was the problem discovered?

21. Was the Food and Drug Administration or some other govern-

mental agency notified? If yes, what was the nature and extent

of their involvement in the recall?

22. Prior to the recall, did your firm have any type of written

procedures to follow in the event of a product recall?

23. Prior to the recall, did your firm place identification

information, such as lot numbers, on its product packaging?

24. Prior to the recall, did your firm maintain shipping records

which identify the products sent to each customer? If yes,
how long were the records kept?

25. How would you evaluate the effectiveness of your firm during
its recall in identifying and tracing suspected lots?

26. How would you evaluate the effectiveness of your firm during
its recall in obtaining the cooperation of its customers?
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27. How would you evaluate the speed and efficiency of your
middlemen during their participation in the recall?

28. Had your middlemen placed some type of coding or dating
on your incoming shipments to show date of receipt?

29. Had your middlemen maintained any records which showed
which of their customers had purchased and received your
products?

30. How would you evaluate the effectiveness of your firm
during its recall in handling the public relations function?

31. What types of public relations activities were performed
during the recall?

32. Were all of the recalled products returned to the plant?

33. How were the recalled products disposed of?

34. Which of the following areas caused the greatest difficulties
during the recall, in terms of time and cost? Describe the
difficulties.
A. Identifying and tracing suspected product lots.

B. Communicating and coordinating with customers
involved in the recall.

C. Transporting the products back to the plant.
D. Making refunds and adjustments for the recalled

products.
E. Cost of lost sales.

35. Did your firm change any of its policies or procedures in the
following areas as a result of the product recall? Please explain.
A. Lot identification information or record keeping.
B. Public relations, advertising, personal selling.
C. Other policy or procedure changes.

36. Do you have any suggestions which may be helpful to other
food processors should they become involved in a recall?
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QUESTIONNAIRE USED IN PERSONAL INTERVIEWS

WITH FOOD MIDDLEMEN

1. What types of food products does your firm distribute?

2. How are the food products packaged which your firm

distributes?

3. Does your firm distribute any food products under its own

label? If yes, what types of food products are distributed

under own label?

4. In what geographic area does your firm distribute its

food products?

5. What types of customers does your firm sell to?

6. How many people are employed by your firm in the Dallas -Ft.

Worth area?

7. Does your firm now have any type of written procedures to

follow in the event of a recall of a product you distribute?

If yes, what kinds of information are included in the procedures?

8. Does your firm now have any person who is familiar with the
Food and Drug Administration's requirements during a
product recall?

9. In the event of a recall of a product which your firm distributes,
where would the major policy decisions regarding your firm's
participation in the recall be made?

10. In the event of a recall of a product which your firm distributes,
who would be responsible for your firm's participation in the
recall?

241
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11. In the event of a recall of a product which your firm
distributes, who in your firm would be responsible for

any public relations functions related to the recall?

12. Does the above named person have public relations or
advertising experience? If yes, what types of experience?

13. Does your firm presently place some type of coding or dating
on incoming shipments to show the date of receipt?

14. Does your firm maintain records which identify the shipments
sent to each of your customers? If yes, how long are these
records kept?

15. Have the food processors who conducted the recalls in which
your firm has participated provided you with identification
numbers on the recalled products?

16. What actions do you take if the food processor cannot identify
the recalled product units?

17. Does the food processor or another member of his distribution
channel assist or supervise your activities during the recall?

18. Who collects the recalled products from your warehouse and/or
stores?

19. Does your firm ever assist in the disposal of the recalled
products? If yes, did the food processor require any
documentation of the amount of products disposed of?

20. On what basis are you reimbursed by the food processor for the
recalled products?

21. What activities has the Food and Drug Administration undertaken
during the recalls in which you have participated?

22. Has your firm ever discontinued a product or product line
after it has been involved in a product recall?

23. What is your firm's attitude toward a food processor who has
conducted a product recall?
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24. How costly is it for your firm to participate in a product

recall?

25. How do you recover the cost of your participation in a

product recall?

26. Has your firm ever conducted a recall of a privately labeled

product? If yes, were there any differences in the recall

procedures from those in conducting a recall of a

manufacturer's brand? Please explain any differences.



APPENDIX D

MODEL RECALL CHECKLIST FOR THE

HYPOTHETICAL SMALL. FRUIT AND

VEGETABLE CANNER

I. Assignment of Responsibility

A. Appoint a Recall Coordinator to prepare the firm to conduct

a product recall, to become familiar with the Food and Drug

Administration's recall regulations~and to supervise all

activities during a recall.

B. Appoint an Assistant Recall Coordinator to direct the activi-

ties delegated to him by the Recall Coordinator. This person

may also be given the responsibility of notifying and co-

ordinating with the middlemen and institutional customers

during the recall.

C. Assign someone the responsibility for determining the origin

of any production problems causing the recall and for insti-

tuting and maintaining quality control procedures.

D. Assign someone the responsibility of the financial and

accounting functions of the product recall.

E. Assign someone the responsibility for the public relations

function during the product recall.

II. Pre-Recall Assessment

A. Determine the types of adulteration the firm's food products

are subject to based on the nature of the products as well as

their method of packaging.

B. Determine the degree of ease or difficulty the firm would

have in tracing the recalled products.
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1. Does the firm place identification coding on its

product packaging ?

2. Does the firm maintain shipping records which

identify the shipments sent to each customer?

C. Evaluate the degree of preparedness of the person re-

sponsible for the public relations function during the

product recall.

D. Evaluate the financial adequacy of the firm to conduct

a product recall. Determine, in general, if additional

funds would be necessary and, if so, from what source

they could be obtained.

E. Evaluate the adequacy of the firm's quality control pro-

cedures to prevent the need to conduct a product recall.

III. Conducting the Product Recall

A. The Recall Coordinator notifies the key recall personnel

that the firm must recall a food product.

B. The Recall Coordinator notifies the Food and Drug Ad-

ministration that the firm is conducting a product recall.

(The Food and Drug Administration could initiate com-

munication by notifying the firm that a product recall is

necessary.)

C. At the same time, the Assistant Recall Coordinator initiates

the procedures for tracing the product.

1. He determines the identification coding on the re-

called products.

2. He determines which customers received the recalled

products.

3. He obtains approval from the Food and Drug Ad-

ministration for the content of the telegrams to be

sent to the appropriate customers.

4. He sends the telegrams and retains copies of them

as proof of notification.

D. At the same time, the person responsible for quality control

procedures reviews their adequacy to determine what changes,

if any, need to be instituted in order to prevent a similar

recall.
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E. At the same time, the recalled products still on the firm's

permises are to be collected and isolated.

F. The person in charge of the public relations function issues

a press release to inform the public of the recall. The press

release includes the following information:

1. Name of the product being recalled

2. Code numbers on the products

3. Geographical area in which it has been distributed

4. An estimate of the number of suspect products

5. Nature and cause of the recall

6. The firm's efforts to remove the product from the

market quickly

G. At the same time, the Recall Coordinator requests the firm's

food brokers to supervise the recall activities in their distri-

bution areas.

1. The food brokers are to assist in tracing and

assembling the products in their area.

2. The food brokers are to assist in the disposal of the

products in their area if the Recall Coordinator de-

cides not to return them to the plant.

H. The Assistant Recall Coordinator continues to maintain contact

with the firm's middlemen to ensure their cooperation and to

offer assistance.

I. At the same time, the person responsible for the financial

aspects of the product recall conducts a cost comparison of

transporting the products back to the plant for disposal

compared to disposal at their present locations. (In this

hypothetical case he decides to dispose of the products at

their present location since they can not be reprocessed

or relabeled.)

J. The Recall Coordinator obtains approval from the Food and

Drug Administration and local health authorities to dispose

of the recalled food through the sewerage systems in their

present locations.

K. The food brokers collect the suspect products in their areas

and dispose of them in the prescribed manner.
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1. The food brokers maintain records of the amount

of products collected from each customer.

2. The food brokers obtain affadavits stating the

amounts of recalled products destroyed and the date

and location of their destruction.

L. The person in charge of the financial and accounting aspects

of the product recall checks the amounts stated in the affa-

davits against the amounts purchased by each customer.

M. The Recall Coordinator sends letters of appreciation to the

firm's middlemen and institutional customers for their

participation and cooperation in the recall.

1. The letter states the amount of credit given the

customer against future orders as reimbursement

for the recalled products collected.

2. The amount of credit extended is based on the

wholesale cost of the products plus transportation.

N. At the same time, the Recall Coordinator issues a final press

release to the public informing them of the successful com-

pletion of the recall.

0. The Recall Coordinator remains in communication with the

Food and Drug Administration until they complete their

effectiveness checks and close the recall officially.

P. The Recall Coordinator institutes an evaluation of the recall

conducted.

1. Each of the key recall personnel assess the effectiveness

and efficiency with which their activities were performed.

2. The impact of the recall on sales to middlemen, sales

to consumers, and on retail shelf position is monitored

and evaluated.

Q. Changes are made in the firm's marketing program.

1. The advertising budget is increased.

2. A brochure is developed which explains the nature of

the recall for customers or prospective customers

who request such information.
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IV. Procedural Variations for a Less Serious Product Recall

A. It is not necessary to issue press releases to the public

since there is no health hazard.

B. If the recalled products can be reprocessed or relabeled,

they would be returned to the plant for this purpose and

then sold again.

C. No changes may be necessary in the firm's marketing pro-

gram if the recalled product's sales were unaffected.

V. Procedural Variations for a More Serious Product Recall

A. The public and the firm's middlemen are notified im-

mediately, even if the code numbers on the recalled

products have not yet been identified, due to the health

hazard.

1. The firm's middlemen are notified via telephone

rather than telegram.

2. An additional press release may be necessary to

provide the public with the identification numbers

on the recalled products.

B. Some of the recalled products would be returned to the plant

for laboratory analysis, even though it is cheaper to dispose

of them at their present location.

C. All of the recalled products are destroyed.
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