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[bookmark: _Toc119573302]Introduction
Recalling a product can be defined as the request made to return the product to the maker on violation of standardized rules of design, safety, or errors in labelling. The product is recalled only when vast number of customers are reported for negative impacts. This type of recall procedure is essential to protect the public and the product with issue should be removed from the entire market at any stage even from the consumer. This reverting back issue is handled under the governance of consumer protection laws and penalties will be levied on failure of recalling the product. Also, it should be properly communicated to create awareness to avoid such products. To analyse better recalling of one of products of Nestle the “Two minutes Maggi noodles” in 2015 (Desai, 2016) has been selected for this report. The identification of high level of MSG (Monosodium Glutamate) in the product with a contradiction to the labelled listed ingredients and the presence of impermissible limit of lead in the noodles led to the removal of those products from its high demand market. This was reported by FSSAI (Food Safety & Standards Authority of India).  This led to the destroy of around 30,000 tonnes of Maggi and the company has experienced the first heavy loss for the last three decades (Bhushan, 2016). This outbreak forced Nestle to acquire a loss of 17.2% in the year’s net sales. The procedures of recalling and the corresponding cost impacts should be further analysed. The measures required to restore the confidence of the customers to make the product successfully re-enter into the market must be researched with the relevant journal article and reports.
[bookmark: _Toc119573303]Process of Product Recall
Recalling a product is not an easy task, rather it should undergo a series of methodological stages after testing with appropriate regulations and double checking the reported issue. Removal would be made only after systematic analysis with the concern of manufacturers. Such type of process will make the companies to offer compensation to convince the customers considering the future predictions. Company may face legal and economic consequences (Sinha, 2021) with incorrect procedures of recalling program.
[bookmark: _Toc119573304]Causes for recalling
Launching a novel product in the competitive environment is important and is produced with dependency on sensitive factors like quality, cost to achieve quality, reputation, customer expectation and satisfaction and so on. Such products when faces failure, will create a greater negative impact. So, the causes should be analysed to prevent such recalls in future. Some of the causes may be due to: Manufacturing defects, lack of testing with the expected standards, ingredient substitution due to lack of availability or cost factors and rushing the product delivery to meet the demand market (Indeed, 2021).
The actual cause of recalling nine variants of MAGGI noodles was based on two issues:
Presence of MSG in the noodles is not an issue but the problem was with labelling error of “No added MSG”. This has violated the labelling and packaging regulation as mentioned by Food Safety and Standards Act (Garg, 2015).
The next major issue is that the lead content in the noodles is more than the permitted amount. The limit is 2.50ppm but MAGGI has 17.2 ppm which is very high. Consumption of such food would create adverse effects for children compared to adults. This has been found to cause low IQ, delay in growth, mental injury and so on. By this Nestle has violated the food regulations act of FSS and has neglected the importance of food safety.
[bookmark: _Toc119573305]Defining Procedures 
The issue reported should be analysed with forming a team headed by a coordinator to assign duties for smooth functioning of the program. The identified team should involve in making decisions, measures to boost up the quality to overcome the reported problem. The recall team should include personnel for media communication, providing technical assistance and for contacting regulatory authorities. The proceedings should be reviewed on regular basis and should react quickly to arrive out solutions within a shorter span to win the customers’ confidence.
 	
[image: ]
Figure: 1 Recall Procedures (Sinha, 2021).

The team should also make sure to convey the recall notification to the customers and distributors who have purchased the products with issues. Proper documentation is expected to keep track of the delivered and returned products. The details of the recalled products should be recorded with the updated corrective measures. The program defined can be validated with mock recalls which would open solutions to handle actual situations. The defined procedures would assist the company to correct the issues and inhibit the sale until the corrective measures are validated for safety by the regulators.
[bookmark: _Toc119573306]Maggi’s recall process
With the shared information from Nestle, with regard to the procedure of recalling the Maggi noodles, the control of Nestle will be lost once the product reaches the distributors. The company initiated the withdrawal operation on 5th June, 2015 and estimated with an approximate figure of 27,420 tonnes of noodles in the market including factories, distribution centres on that particular day. This figure will not include the products with the consumers and retailers (Nestle, 2019).
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Figure: 2 Stock of MAGGI during Recall (Nestle, 2019).
Nestle handled the recall program effectively as a three-step process:
Blocking Stock – The stock was immediately blocked at the distribution centres and the warehouses of the company.
Order Blocking – The orders of 1400 distributors were rapidly cancelled.
Retrieving Stock – The company pro-actively took steps to get back the delivered products from the distribution centres, consumers and customers. This was executed with the risk of using 1.4 million cartons with around 2500 trucks to retrieve the products sold around the entire country.
With continuation of the retrieval process, as per the instruction of Indian government, all the packs were demolished with thermal destruction at a higher temperature. The company also considered the environmental impact by using noodles as fuel. This was done for 40 days in five facilities to destroy 27420 tonnes
The closure of the recall program involves refunding the loses to the distributors and customers. Nestle handled this with the salesforce working on full time for refunding and the messages related to the withdrawals. The major challenge faced was to deal with the logistics to take care of getting back the problematic packs and continuing the supply with other brands at the same time. Though initially the company defended (Iqbal & Khan, 2016)its product by not accepting the issue raised by FSSAI, later it was agreed to get back the packs and was ready to answer all type of queries for handling the recall procedure smoothly. They extended their support by cooperating with the authorities of the regulation and further tested their samples to accept the situation. The customer relationship was well maintained by getting back the purchased unused Maggi packs.
[bookmark: _Toc119573307]Cost and control of recalling 
When a product is recalled, especially in food industry, the cost estimation will reach few millions for the processes involved during recalling (RentokilPCI, 2022). Such activities may be notification to the public, transportation of stock back to the industry, destruction methods of the product, refunding process and replacing the recalled stock with defect free stocks, managing the external communication and activities of suppliers. This kind of cost can be classified as direct and indirect cost. The areas covered under the product cost are framing a team for the recall process, removal of the product from the existing market, analysing the cause for the recall, managing the entire process. With reference to the Moises Resendo-Filho and Brian Buhr model, the direct cost can be calculated by multiplying the recalled product’s price and the quantity of the product. Then summing up with the 10 % of transportation and 4% of notification cost. The indirect cost covers the declination of stock value, cost involved in regulation formalities (litigation), fines levied for violation, loss experienced in sales and the decline rate of reputation of the company.
[bookmark: _Toc119573308]Cost consequences of Nestle
The controversy experienced by Maggi shows a dip of 17.2% of its total sales during the financial year of 2015 (Garg, 2015). It has been reported that the profit has been dropped from Rs. 1,185 crores to Rs. 563 crores. By destroying the recalled packets, the company has prone to a loss of Rs. 450 crores. During the process of demolishing, additional resources of 12,000 people were working on this including the company’s workforce. The actual cost of the sales value of the product exceeded the estimated value. The cost involved are: transportation of 10,000 trucks, the cartons used for collecting back the packages and the cost of erection of cement plants for destruction with high temperature and the process of using the destroyed product as fuels to meet the standards of the Indian Government.
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Figure: 3 Sales drop of Nestle (Desai, 2016).
[bookmark: _Toc119573309]Recall insurance
The recall insurance of a product covers the expenses included during its recall procedure and is initiated when a product become the cause of  health risks This insurance coverage includes the availed industry and the expenses of third parties. The costs related to shipping, disposal, restocking are included under this insurance. This type of insurance has been in practice to prevent the financial losses of the company. This can be better understood by the real time issue faced by Neslte in 2015 with its showcase product, “Maagi Noodles”. Nestle has been the holder of the Commercial General Liability (CGL) policy of Rs. 150 crores for covering the liabilities of third parties predicted with varied business activites with the ICICI Lombard General Insurance Company (Ganapathy, 2018). But for the particular product recall issue due to the violation of turst and product integrity, the insurance company rejected the company’s claims to compensate the financial loses because CGL has no provision to accept claims related to the recalled product. This can be covered with the product liability which was not opted by the company. But the insurance company supported with sanctioning compensation claims with indemnity (compensating loses of third parties) insurance policy.
[bookmark: _Toc119573310]Supply Chain Complexities with Nestle
Before staring the recall process, the estimated quantity was 27,420 tons but during the real practice, it has exceeded 30,000 tons. This would increase the cost of all the supply chain activities.  The company followed the reverse distribution process including 400 million packets of Maggi noodles (Kushwaha & Agarwal, 2020). The investment on the purchase of cartons, trucks and the transportation charge a part of supply chain operations had contributed to a heavy financial loss to the company. The recall procedure with reverse logistics resulted in loss of workers, monetary loss, heavy loss in sales value, cost of hiring additional workers for returning back and replacing of products. With reference to the article related of reverse logistics (Sharma, et al., 2019), it has been reviewed that the company has encountered Rs. 210 crores of value of return sales.
[bookmark: _Toc119573311]Cost control with PCM
The cost can be controlled with the cost of quality which includes the cost required to implement sustainable process which causes continuous improvement and the cost related to the failure of the products. It has been researched that 95% of the cost was towards failures. The quality cost should be arrived out with proper classification like prevention cost to reduce the occurrence of failures, appraisal cost taking care of stock evaluation, inspection etc, internal failure cost to be rectified before delivery and the external failure cost where the product failed to meet the standardisations including the recall costs. In the case of recalling of the Nestle’s product, the company should have managed the failures even before delivery by incorporating a suitable quality cost model. To support this scenario, the Process Cost Model (PCM) can be suggested for improving the level of efficiency. This model helps to validate the cost and performance of the processes involved. It also acts as a source of guidance to categorize the cost of right things and the prediction of cost when it goes wrong. So, the quality cost plays a key role in controlling the cost associated with the operations of the industry.
[bookmark: _Toc119573312]Measures to restore Customer Confidence
To reagain the customers’ trust after undergoing the discrepancies of  recalled product, the effort should be initiatied from the recalling process itself. The company should co-operate with the regualtions and should available to answer the queries at any time and must necessary actions to communicate the message to all levels of the public. The affected company should follow lean management to enrich the productivity with sustainable operations. It should also ensure the product should experience healthy reentry to the market with double the previous quality to easily win the confidence level of the customers particulary the mothers. It is mandatory for the company to concentrate on managing the ethical issues during and after the recall processes. A clear risk plan will be required to satisfy the needs of the recent buyers with predicting their priority and expecation level.
[bookmark: _Toc119573313]Importance of Sustainbility
The successful acceptance of the product will occur, with the evidence of the product undergone sustainable practiced during its life cycle. Some of such practices are usage of eco-friendly packages, increasing the efficiency of energy and water, switching to sustainable ingredients and reducing wastage of food (Cerfification, 2020).
[bookmark: _Toc119573314]Nestle’s sustainability
Even during the recall process Nestle, has supported sustainability by following an eco-friendly way to destroy the unwanted recalled stocks by generating energy from the waste (Sinha, 2015). To get back the trust of the customers after the crisis in 2015, Nestle has revamped its sustainable operation by introducing packaging optimisation. This has reduced the usage of packaging materials with a figure of 800 tonnes approximately (Nestle, 2017). The design of the packets was changed with Quick Response Codes displaying the sustainable tips regarding recycling eco-friendly disposal with the identification of type of material used for packing. The company has also showed considerable improvement towards environmental stewardship. This has been achieved with the reduction of energy usage by 47% per tonne, water usage reduction by 53%, wastewater generation by 55% and the carbon emission reduction by 55% during the production. The important sustainable initiative was the usage of “Zer’Eau technology” where the water retrieved from cow’s milk has been recycled and reused for the food processing. This has benefitted the company to save the water usage by 25% in its Moga factory, Punjab. These positive impacts towards the environment have supported the company to regain its market and sales value.
[bookmark: _Toc119573315]Managing Ethical Issues 
The recall procedure should be effectively handled by managing the ethical issues. When considering the prodcut recalls, the company should give priortiy to the issues related to ethics in addition to the quality and environment related factors. The company should exihibit ethics by showing their humbleness in accepting the reported issue and giving assurance to rectify the same (Sinha, 2015). With the referenced article, Nestle has been advised to incorporate Corporate Social Responsibility (CSR) to kindle the positive opinion among the public about its brand. CSR would help to link the customer and suppliers with envionmental protection strategies considering the brighter side of economic and social factors and help the company to be in contact with the public for the better reachability of the product. The author has suggested the usage of  “Due Care” theory to follow marketing ethics which include practising fainess and moral rights. The factors to be considered are: desiging the products with the materials abiding to  the standards specified by the regulations of th government, care should be taken to prevent defect with a regular quality control inspection, product should be safely packed with the clear display for hazards and usage directions, a suitable recall system should be in place to handle the issues of recalled products. The company should be careful in such practices because consumers will never accept the business with unethical practices.
[bookmark: _Toc119573316]Reentry considering the Powerful Buyers
Maagi noodles was relaaunched with a higher efficiency with around 25 products to meet the competitive environment into the market after a 5 month ban (Businessline, 2018).  This has been released with the clearance of test facilitated by Bombay High Court with assuance of 100% safety for consumption (Rai, 2015). It has been pierced into market with the partneship with Snapdeal, online retailer to focus on online offers. The company has analysed the expectation of the consumers to increase its attention towards the market. Nestle achieved this with introducing 15 verticals to decentralise the process of decision-making. This helps to focus on the customers with hyper-local strategies targeting the specific geograpthic locations. To target the attention of powerful buyers, Nestle followed numerous strategies like : emotinal touch campaigns, innovation in marketing and promotions through social and communication media, product offers that cannot be neglected by the customers, exclusive availability via Snapdeal to increase the curiosity of the bounce back of the high demand product (Rathee & Rajain, 2019).
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Figure:4 Promotions for relaunch of Maggi (Rathee & Rajain, 2019).
[bookmark: _Toc119573317]Strategies to bridge the gap of customers 
As the customers are the key stakeholders of any kind of business, the relaunch would be successful only by winning the trust of them. This can be accomplished with strategies like targeting the rural market with selling Maggi in small packets to boost up their curiosity to make a trail, introduction of new products giving priority to nutrition and vitamins, reducing the manufacturing cost to increase the profit margin, encouraging the middlemen in distribution with higher profit margin for better promotion (Kazim & Abraham, 2017).
[bookmark: _Toc119573318]Conclusion
The report has focussed on the discussion of the product recalling concept considering the ban of Maggi Noodles, a Nestle product in 2015 as reference. This analysis will act as a guide to be aware of recalling procedure and the effective measures to control the crisis. Also, the preventive methods with quality of cost are also analysed with relevant research materials. Nestle can be taken as a role model for its earlier comeback after experiencing a heavy financial and reputational loss.
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