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  BY LYDIA SIU
Rising industrial insurance rates caused by the increasing number of factory fires would seriously affect Hongkong’s plastic industry, said Cecil Chan, a director of the Federation of Hongkong Industries.
“This would bring about an overall setback in the plastic industry which ranks second among all industries. Consequently, more workers may become jobless,” Chan said.
“Plastic factory owners now have to pay a premium of $16.90 instead of $8 for each $1,000 of coverage. This is an increase of 111 per cent,” he said.
Before the rate increase, Chan explained, the insurance rates for factories housed in multistorey factory buildings varied according to the particular type of industry a factory owner ran.
“Now, owners of insurance companies take the highest rate they charge a particular client as a standard for other clients in the same building. For example, if they charge a plastic factory owner $16.90 per $1,000 of coverage, they also will charge the other factories the same premium regardless of the type of industry they were engaged in, ” he said.
“Thus landlords may discontinue renting their flats to plastic manufacturers when their rental terms expire because the other manufacturers in the same building would not like to pay the same high insurance rates, ” he said.
Chan said that the federation did not object to a rise of insurance rates as insurance companies were suffering losses due to the increasing number of factory fires. “But their terms are not reasonable,” he said.
Chan added that manufacturers had formed a committee to study the matter and collect data in preparation for negotiations with the insurance companies. “The manufacturers would also urge the Government to introduce antifire campaigns to reduce the number of fires in industrial buildings, ”he said.
A spokesman for the Chinese Manufacturers Assn., J. P. Lee, said he considered the increase was too great. “A rise in production cost will affect foreign trade competition, especially with countries such as South Korea and Taiwan, ” he said.
Lee hoped that in the future, operators of insurance companies would discuss with manufacturers before taking any action.
A spokesman for the Hongkong Fire Insurance Assn, said the greatest proportion of industrial fires occurred in flatted factories, especially those manufacturing plastic goods. “Losses over the last two years are appallingly high. It’s necessary for operators of insurance companies to increase their rates to correct the imbalance,” he said.
“It would be quite unrealistic for insurance companies to continue losing money any further, ” the spokesman said.
He added that if manufacturers approached the association for reconsideration of the new rates, their views would be considered carefully by a special committee of the association.
H. C. Wong, the production underwriting department manager of the American International Underwriters Ltd., agreed that the new insurance rates would increase the production cost.
“However, insurance is a long-term business. If operators of insurance companies don’t revise the rates, they can no longer render their service and factory owners' risks are in no way insured, ”Wong said.
Wong advised factory owners to take precaution against the outbreak of fire.
“If the number of industrial fires decreases, insurance companies would reduce the rates and this is what we did between 1955 to I960,” Wong said.
Chief Fire Prevention Officer Fred Jackson said property loss due to industrial fires amounted to $70.4 million during 1971-72. The number of fires in plastic factories was high but the loss was low when compared to the previous year.  
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