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Agenda

 Products Liability Overview

 Products Liability – Contractual 

Requirements

 AIG Global Claims Statistics 
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 Vendor Supply Program - Overview

 Q&A
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Products Liability Overview
manufacturing or selling – we are all liable

“What exactly is Products Liability and will I be 
affected because I am the sourcing agent only? I 

did not manufacture this product”
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 “Product Liability” is frequently defined as the liability of a manufacturer, seller or 

other entity in the chain of product’s distribution, for personal injury, property 

damage or economic loss caused by the sale or use of a product. 

• The term “product” is not confined to the finished product alone.  Ancillary items that 

affect consumer expectations or product safety may be considered part of the 

product. 

• Product liability is not confined to manufacturers of final products, but rather affects 

all entities within the chain of manufacture and distribution. A product liability 

lawsuit can be brought against not only the manufacturers of products and their 

component parts, but various entities involved with the marketing, distribution and 

application of the product.

For example, distributors, dealers, representatives and retailers. 

Products Liability – by definition
manufacturing or selling – we are all liable
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Products Liability Overview
who is liable?

Manufacturer

Sourcing 
Agent/ 

Suppliers

Exporter/ 
Seller

Importer/ 
Retailer/ 

Buyer

Customers

Distributors/ 
Others 

who make products available to the public are held responsible for 

the injuries those products caused.

Products Liability is the area of law in which;
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What constitutes a Product?

1. Product itself

2. User Manual

3. Packaging
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How are Products distributed to Consumers?
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Products Liability

“Why is Products Liability a contractual 
requirement in the US? I always see this in the 

contractual agreement from my buyer”
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Product Liability Insurance Requirement
it’s a contractual requirement – no choice

 CONTRACTUAL REQUIREMENTS

• Export products liability insurance is a “Contractual Requirement” under  

purchase agreement / sales agreement from most US  buyers, even in China and 

EU. 

• Not meeting those requirements can lead to cancellation of purchase order, bad 

reputation, failing to meet the buyers specifications.

• Requirements relating to Insurance is very specific – example below:
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Product Liability Insurance Requirement
it’s a contractual requirement – no choice

1. Original PDL Certificate is a must 

before shipping any order

2. Must be “Occurrence” type of 

policy and NOT “Claims Made”

3. Buyer must be listed as the 

insured

4. Limit of Liability will be clearly 

stated by the Buyer – Primary 

US$1,000,000 per occurrence 

5. Cancellation Clause – Buyer 

must be notified at any time the 

policy is cancelled before policy 

expiry date
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Vendor Certificate 
ensure that you are protected
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Why do clients seek Products Liability cover?

1) Protection against covers 3rd party claimants’ damages for  

 Bodily Injury;

 Property Damage; and 

 Investigation and defense  

2) Contract requirement with Buyers/ Vendors
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Litigation Drivers in the United States
what drives the U.S. legal costs

Plaintiffs Bar

• Steer litigation to plaintiff-
friendly jurisdictions and 
maximize awards

Social Inflation

• Juries and judges are 
desensitized to large 
verdicts

Inflated Medical Costs & 
Care

• Rising medical expenses 
result in both higher 
economic & noneconomic 
awards.

Class Action Abuse

• Enormous settlement 
amount

Sensational Media

• The higher the verdicts, 
the larger the headlines

Deep Pocket Syndrome

• Large corporations are 
targeted, regardless of 
where actual blame lies
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What benefits do the clients get?
Meeting needs of both buyer and suppliers

Protect investments & 
fulfill Vendor’s 
requirements

Safeguard against 
high cost for overseas 

actions  

Look after parties’ 
interests by claims 

experts WW

Transfer risks at 
affordable premium

Products 
Liability



Global Claims Snapshot

 The Americas

EMEA

Asia

Outside Network

Regions: The Americas, Asia and EMEA 

• 200 Countries/Jurisdictions 

• More than 400 Claims Offices

• More than 10,000 Claims Staff 

• 130 Engineers and Risk Consultants Worldwide

Claim Statistics

• 4.4 M New Claims per year

• 1.1M Pending Claims per year

• $108M paid per day

• $4.5M paid per hour

• $26B Gross Paid Losses

Asia Pacific Central Europe Japan Latin America US/Canada

# Claims Offices 51 71 33 169 52 35

# Claims Staff 701 476 920 2,546 473 5,445

# Claims Staff in 
Regional HQ

11 3 31 9 6 101

# Official
Languages

10 22 25 1 5 1

# Spoken 
Languages

10 15 14 2 5 4

Total Claims Paid $1.5B $0.5B $4.8B $3.7B $0.8B $16.3B
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Leveraging AIG’s Global Footprint

C050913

Note: Statistics are as of May, 2014

112 Countries where 

AIG has the ability to 

write a local policy

Over 100 Countries 

with Network Partners

Network PartnerAIG Presence OFAC Country
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Products Liability

“What are the common products do we see face 
problems in the US. I only source clothing items 

and mainly furniture which is not very risky. Many 
other agents source the same goods”
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It’s happening around us …daily…
some products that we commonly use without thinking

MAGNETIC SPHERES - numerous incident 
reports of ingestions involving small, high-

powered magnets, including many that 
required surgery. Now illegal in US for any 
person to sell, offer for sale, manufacture, 

distribute in commerce, or import.

BUTTON CELLS - AKA coin cell batteries, 
are used in an increasing number of small 
electronics, often left within a child’s reach. 
Contents are toxic and incidents of children 

and seniors unintentionally swallowing  
have resulted in thousands of injuries 

worldwide.
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It’s happening around us …daily…
some products that we commonly use without thinking

BABY FLOAT - the leg straps in the seat of 
the float can tear, causing children to 

unexpectedly fall into or under the water, 
posing a risk of drowning

SHOOTING TOY - asphyxiation deaths 
involving plastic dart inhaled into the throat 

and prevented child from breathing
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Claim Trends 
by U.S. Consumer Product Safety Commission

Number of Product Recalls 

by Country of Origin in 

2013

China 2,124

United States 685

Taiwan 299

Mexico 106

Hong Kong 91

Japan 70

Thailand 64

India 61

Korea 57

Vietnam 53

Singapore 6

Past • China

Current • Vietnam
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Claim Trending from Vietnam
troubles faced

 Recent recalls of Vietnamese-manufactured goods:

 Excessive lead in pajamas

 Fire hazard from candles

 Paint set violates lead paint standard

 Two-piece pajama fire hazard

 All terrain vehicle collision hazard

 Recalls routinely generate product liability and other 

lawsuits and contribute to findings of liability.  

Hence, it often leads to unfavorable settlements for 

manufacturers/ exporters.

 On the flip side, product liability claims and lawsuits 

can generate reports to the government and recalls.   
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Products Liability

“What are some claims examples that have 
actually been claimed for”
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Claim Examples #1
garment

• MS, a married 28 year old truck driver, has five children

• He purchased a coat from Seller. This coat was 
manufactured by our Insured. 

• Getting out of his truck, the drawstring of the bottom of his 
coat wedged between the seat and the seatbelt. 

• When he was approximately four feet away, the wooden part 
of the drawstring dislodged from the seat and struck him in 
the right eye. 

• His doctor stated that due to his injury his vision 
is now impaired and he is no longer able work 
as a truck driver.  

• Economic experts state that MS is capable of 
working in other occupations in spite of his 
limitation of vision
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Claim Examples #1
garment

• MS demanded 1.25 Million USD prior to the start of the trial. 

• Jury awarded smaller amount than that. MS then filed a motion seeking a new 
trial on the basis that the jury ignored parts of his claim.

• In preparation, AIG determined that MS had renewed his license 

and had been working as a truck driver. We also learned that 

he had charges pending against him for bad debt.   

• MS dropped his case. 

• Jury awarded 45,000 USD

• Legal expenses 300,000 USD 
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Claim Examples #2
kitchen island bench

 When 2 boys’ mother was cooking in a fryer on the kitchen island and 

unplugged the fryer to let the oil cool, the younger boy bumped up under the 

kitchen island side panel, which collapsed then dumping the hot oil on 2 

boys.

 Total incurred expense and indemnity: US$2,086,510
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Claims examples #3
Toys

Caused bodily injury to third party
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Claims examples #3
Toys

Allegation: 

• The Claimant, a 5 year old boy, took a bath and went into his room with pajamas. He 

got up on his bed and grabbed a toy airplane flying it over his head. 

• It is claimed that the airplane dropped and went point down at his penis and stuck there.

Injury: 

• His penis was bleeding and was then sent to hospital for treatments.

• Initial report from the medical records as a “perforation” injury at the penis, which injury 

may have damaged the urethra.

• Doctor performed surgery in which he cut the penis open to repair the urethra. The 

urethra was found damage, but when the Doctor stitched things back together, the glans

was not getting blood flow and eventually died. 
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Claims examples #3
Toys

Claim:

• The injury suffered by the minor was initially caused by the toy airplane. However, the 

cut injury could be resulted from improper medical care.

Complaint: “Failure to Warn”

Damages: Claimant demanded for US$685,000 to settle

Investigation

Passed the 
applicable safety 

standard for toys in 
the US. However, 
No instruction was 

included in the 
packaging  

There is no design 
defect with the 

product concerned. 
The lab test report 

stated overall 
rating “Satisfactory” 

for safe product. 

Expert confirmed 
the toy airplane 
could not have 

caused the damage 
claimed given the 
mass, the design, 
and the sharpness 

of the tip/wing 
edges

Obtain 
psychologist’s 

report and interview 
with the minor
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Products Liability

“What if I am a Sourcing Agent and I have many 
suppliers? Is there any solution there for my 
suppliers to ensure that they are protected?”
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Vendor Supply Program
“if I have many suppliers – what is the benefit”

Products Liability protection for products sourced in 
Asia 

Provides protection for global buyers, their sourcing 
entity and their suppliers under one policy 

Eliminates potential litigation among those parties 

Alleviates complications caused by language 
barriers, custom differences and geographical 
distance 

Provides consistent claims and litigation 
management and information on suppliers and 
products causing claims
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Vendor Supply Program
program concept

One single master 
annual policy is 
issued to the 
Sourcing Entity, with 
suppliers / its global 
buyer listed as an 
Additional Insured

Certificates are 
issued to the 
suppliers upon 
successful 
enrolment into the 
program and upon 
premium payment

AIG

Certificate of 
Insurance

Buyer/Sourcing

Supplier Buying 
Agreement

Supplier

Premium 
Settlement

Broker

Broker Broker
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Questions?



American International Group, Inc. (AIG) is a leading international insurance organization serving customers in more than 130 countries.. AIG companies serve commercial, institutional, and individual 

customers through one of the most extensive worldwide property-casualty networks of any insurer. In addition, AIG companies are leading providers of life insurance and retirement services in the

United States. AIG common stock is listed on the New York Stock Exchange and the Tokyo Stock Exchange. 

Additional information about AIG can be found at www.aig.com | YouTube: www.youtube.com/aig | Twitter: @AIG_LatestNews | LinkedIn: http://www.linkedin.com/company/aig

AIG is the marketing name for the worldwide property-casualty, life and retirement, and general insurance operations of American International Group, Inc. For additional information, please visit our 

website at www.aig.com. All products and services are written or provided by subsidiaries or affiliates of American International Group, Inc. Products or services may not be available in all countries, and 

coverage is subject to actual policy language. Non-insurance products and services may be provided by independent third parties. Certain property-casualty coverages may be provided by a surplus lines 

insurer. Surplus lines insurers do not generally participate in state guaranty funds, and insureds are therefore not protected by such funds.


