
Session 9
PRODUCT LIABILITY LOSS



Two (2) WAYS for protecting against loss:

1. purchase  of  insurance to  
guarantee  indemnification 

2. identify possible hazards, 
then control or eliminate 
them

NOTE:

These approaches, when used
together, will reduce to a minimum
the hazard to the reputation and
bank account of any manufacturer.

The mere purchase of insurance,
however, is never the solution to the
loss problem.



Product liability 
insurance

cannot prevent 
accidents

does not cover 
time losses & 

inconveniences



=

Threat to the business



Product Labeling



Product Labeling

Importance of Product Labeling:



Importance of Product Labeling

LABELING can be as costly as neglecting to 
determine the degree of hazard of the product prior to 

marketing.



ü Labeling and marking requirements

Philippine – Labeling/Marking Requirements

RA 7394 (Consumer Act of the Philippines)

Phil. National Standards (PNS)
ü BPS of DTI – national standards body

– develops and implements the PNS



ü All consumer products sold domestically, manufactured locally or imported, 
must have the following in their labels:

- registered trade name or brand name
- registered trademark
- registered business name, address of the manufacturer, importer, repacker
- general make or active ingredients
- net quantity of contents (weight)
- country of manufacture, if imported

Philippine – Labeling/Marking Requirements



PRODUCT CERTIFICATION SCHEME

Verify conformity of products to PNS and other international standards

Critical Consumer Products

Chemical 
Products

Electrical 
Products

Mechanical 
Products

Construction 
& Building 
Materials



Philippine National Standard (PNS)



Consideration for Control

q Understand the Laws and Regulations that govern the product 
- importance on labeling, ingredients, instructions and guarantees 
- have a laboratory check for the inherent hazards 

The inherent hazards of the product: 
q Health hazards to production personnel

q Possibility of causing traumatic injury to personnel during production 
processes and operation



Consideration for Control

q Possibility of injuring the public through the use or exposure should be 
determined. Check the following before marketing the product:

§ Product's corrosiveness to tissue
§ Toxicity of  the product  in any manner  of  entry  into the body

§ The possibility of causing traumatic injury

q Hazards to property. Examined corrosiveness, solvent action on substances, 
discoloration qualities, and fire and explosion hazards.



Identified 
Potential Hazard

Evaluation 
of Product

Reprocess

Reject

Downgrade

QUALITY ASSURANCE VS QUALITY CONTROL



Controlling Product Liability Loss
• adopt management and operating principles
• require a systematic, coordinated loss control plan
• components of the plan:

corporate policy on product safety

product safety coordinator with 
specific responsibilities

Specific loss control measures



Corporate Policy

• essential to demonstrate top management's commitment
• written policy should explain the company's objectives 

• indicate who in the organization is responsible for product safety, and 
how the program will be implemented and monitored

Example:
“to design, manufacture, and sell products that are reliable and meet applicable

regulations and standards”



Product Safety Coordinator or Committee

• products liability is complex, every department plays a vital role

• fixing responsibility is the only way to achieve the desired result

• size of the company determines

one individual or a product safety committee? 



Regardless of which structure 
Initiate procedures 

supporting 
company policy 
and objectives

Conduct product 
safety training 

programs

Communicate 
changes in codes, 

regulations and 
standards

Coordinate 
product safety 

hazard analysis

Develop improved 
product standards

Communicate with 
the insurance 

company



Take corrective 
actions for 
customers

Maintain loss data 
including accident 

reports and 
warranty claims

Alert management 
to potential 

product recalls

Audit and evaluate 
the effectiveness 
of the products 

program

Report progress to 
management

Recommend 
corrective action



Product safety committee

Engineering

Quality 
Control

Production

Legal

Safety

Service

Marketing



Committee 
responsibilities 

Conducting 
program 
activities

Monitor product 
performance

Submit patent 
applications

Design labels 
and warnings

Process 
warranty claims

Document 
product design

Document 
product 

modification

Review product 
literature and 

advertising

Monitor quality 
control

Review and 
respond to 

accident reports



Loss Control Measures

Identifying the hazards & 
exposures

Guarding against the accident

Warning against the hazard

Defending against claims



Identify the Hazards & Exposures

identify possible 
ways to cause or 

contribute to 
accidents or 

injuries

consider the entire 
life cycle of the 
product (from 

design through 
disposal)

include the 
environment in 

which the product 
will be used and 

foreseeably 
misused

consider intended 
product users and 
unintended users, 
who may also be 

exposed to 
potential hazards

1 2 3 4



Guard Against the Accident

understand and apply 
safety principles on 
product design and 

manufacturing

once the hazards are 
determined, install 

adequate protective 
devices

complete physical 
protection package, 

such as guards, 
protective accessories 

or devices

1 2 3



Guard Against the Accident

Professionalism in all product 
sales, engineering and field 

services becomes increasingly 
important. 

Sometimes, even the most 
thoroughly designed controls 

can fail and a product with 
serious hazards can be 

distributed. 

1 2



Recall

program should include 
procedures for identifying and 

tracing specific parts or 
products. . 

develop a system to ensure 
that recalled products are not 
inadvertently put back out for 
sale by uninformed sales staff 

or merchandisers 

1 2



Warn Against the Hazard
based on clear, accurate and complete product 
literature and proper packaging and labeling

advertising and public relations releases should 
reflect sound accident prevention measures

"Warning" and "Caution" labels and pictorial 
symbols will help, along with a complete 
instruction manual for each product

packaging and shipping hazardous products -
the carrier, warehouser, distributor and consumer 
know what they are handling and how to use it in 
a safe manner



Defend Against Claims

• even the best laid plans for prevention may not eliminate 
all accidents and claims

• key to successful defense is advance planning, work 
closely with your legal counsel and insurance company



• Consider the following:

• An established policy for record preservation

• A policy explaining how to handle customer 
complaints and claims

• Prompt reporting and thorough investigation of 
accidents and complaints

• A claims philosophy established in advance with 
the insurance company

• Legal review of product literature, contracts, 
disclaimers, warranties, etc.





By following these important steps, 
you can take your company 

a long way toward 
preventing and solving 

products liability problems.

KEY POINT


