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What if the TIC had never existed?

T2 & Staff reporter
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(Editor’s note: Some of the questions raised by members during the Members’ Gathering held on 19 October 2004 reveal a rather conspicuous lack of understanding
of the history, roles and functions of the TIC, as well as the responsibilities of various travel and tourism-related organisations and government departments in Hong
Kong. This article thus serves to help members better grasp those matters. For coverage of the Gathering, please see “Council Bulletin”; and for the questions raised

and the answers given during the Gathering, please see the circular C848.)
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T wenty six years is a rather long time. Small wonder some
members do not know, or have just forgotten, why the TIC
was set up 26 years ago, and how it has evolved over the years
to become a self-regulatory body of the travel agent industry
complementing the licensing authority, the Travel Agents Reg-
istry (TAR). Some history lessons are perhaps needed to revive
the memories of members.

In 1978, the airlines planned to introduce a so-called
“Yield Improvement Programme” aimed at slashing agency
commission from 8% to 1.2%. Faced with such a life-and-death
crisis, the late Mr Harold Wu and a number of industry lead-
ers took the initiative in forming the All Agents Ad Hoc Committee,
which fought, and finally won, the battle. The Committee was
later restructured to become the TIC on 28 September 1978.

In those freewheeling days, there was no such thing as a
travel agent’s licence and the industry was virtually subject to little
regulation. Then during 1981 and 1982, an increasing number
of outbound agents absconded with their customers’ money,
prompting the Government to set up a working group to look
into the problem.

Recognising that a regulatory regime was necessary for
the long-term development of the outbound industry, the TIC
lobbied the Government for the establishment of a licensing
mechanism with legislative backing. The Executive Council approved
the proposal of licensing outbound agents in 1985 and the
Travel Agents Ordinance subsequently took effect in December
1985, which required all outbound agents to obtain a license
from the TAR. Also required by the Ordinance was for every
outbound agent to pay a one-off payment of HK$2,500 to the
Travel Agents’ Reserve Fund (TARF) set up under the Ordi-
nance to protect outbound travellers.
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However, such a regulatory regime soon proved to be
a failure when the collapse of several outbound agents in
1986 and 1987 drained the TARF. To compensate the affected
travellers, the Government proposed to impose an extra levy
on all outbound agents, which was, naturally, met with vehe-
ment opposition. The Government then put forward three proposals
with a view to better protecting travellers: (1) to set up an
insurance system, (2) to require outbound agents to pro-
vide a cash bond to secure their performance of duties, or
(3) to deposit 30% of the tour fares collected into an es-
crow account. The downside of these proposals was so evi-
dent that industry members rallied to support a counter-pro-
posal devised by the TIC based on the principle of “pay as you
earn”, which was later modified to become the levy arrange-
ment and which would be the cornerstone of the TIC Reserve
Fund (TICRF) to be set up a year later.

After lengthy negotiations, the TIC finally convinced
the Government that with the establishment of another re-
serve fund based on the pay-as-you-earn principle, a self-
regulatory mechanism implemented by itself would be able
to complement the existing licensing system and to better
protect outbound travellers. This two-tier regulatory sys-
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The TIC is established in September.

1982
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The Government sets up a working group to deal with the
problem of outbound agents absconding with their custom-
ers’ money.

1985
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¢ The Executive Council approves the proposal of licensing
outbound agents.

¢ The Travel Agents Ordinance comes into effect in December,
requiring outbound agents to obtain a licence.

¢ The Travel Agents’ Reserve Fund (TARF) is set up under
the Ordinance.

1986-1987
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The collapse of several outbound agents makes the TARF
unable to compensate the travellers.

1987
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The Government agrees to set up a two-tier regulatory system,
under which the Travel Agents Registry is responsible for
licensing outbound agents and the TIC for executing self-
regulation of the industry.

1988
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¢ The Travel Agents (Amendment) Ordinance 1988 takes
effect in July, making TIC membership a prerequisite for
application for the licence.

¢ The TIC sets up the TIC Reserve Fund (TICRF).

¢ The TIC requires outbound agents to contribute a levy of
1% of the outbound tour fares received to the TICRF.
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tem was written into the Travel Agents (Amendment) Ordi-
nance 1988, which took effect in July and which made TIC
membership a mandatory requirement for the travel agent’s
licence. The TICRF was subsequently set up, requiring out-
bound agents to contribute 1% of the tour fares received to the
fund. To fulfil its newly acquired self-regulatory function,
the TIC was incorporated in 1988, with its operation ex-
penses reimbursed by the TICRF.

The two-tier regulatory system worked so well that the
reserve of the TICRF soon surpassed HKS100 million in a few
years. To consolidate the system, the Government again amended
the Travel Agents Ordinance, which became operative in October
1993 and under which the Travel Industry Compensation
Fund (TICF) was established to replace the TICRF. An inde-
pendent statutory fund, the TICF is managed by a body corporate,
the Travel Industry Compensation Fund Management Board,
composed of several unofficial members drawn from a number
of professions as well as the outbound travel industry and the
Consumer Council, and one official member, the Registrar of
Travel Agents. Also changed under this Amendment Ordinance
was the way in which the TIC was financed. Instead of re-
ceiving reimbursements, the TIC began to be allocated a

¢ The TIC is incorporated, with its operation expenses re-
imbursed by the TICRF.

1990
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The TIC becomes a public body under the Prevention of
Bribery Ordinance.

1991
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The TIC successfully lobbies the Government to create a
Tourism Functional Constituency seat on the Legislative Council.
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The levy rate is reduced to 0.5% in September.

1993
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¢ The Travel Agents (Amendment) Ordinance 1993 becomes
effective in October, under which the Travel Industry Compensation
Fund (TICF) is established to replace the TICRF.

+ The Government decides to allocate 30% of the levy collected,
i.e. 0.15% of the outbound tour fares, to the TIC for its
operation expenses, thus replacing the arrangement of
reimbursement of expenses.

1996

[ETEENESEBERTE] RZANEER -
The Package Tour Accident Contingency Fund Scheme is
launched in February.

1997
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The levy rate is lowered from 0.5% to 0.3% in May, of which
the portion allocated to the TIC remains 0.15%.

2002
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The Travel Agents (Amendment) Ordinance 2002 takes ef-
fect in November, under which all inbound agents are re-
quired to be licensed and TIC membership is a mandatory
requirement for the licence.
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portion of the levy until the present, the percentage of which
equalled 0.15% of the outbound tour fares, in order to subsidise
its operation expenses.

After 1997, mainland China gradually allowed more of its citi-
zens to travel to Hong Kong and Macao and to overseas destinations.
Unfortunately, not a few mainland visitors were short-changed by
some unscrupulous inbound agents or fell prey to dishonest retailers.
Realising that such a situation would, if left unchecked, mar the
reputation of Hong Kong, the TIC put in place, on the one hand, a
series of measures to regulate its members that were also doing
inbound business, and lobbied the Government, on the other hand,
for an inbound regulatory system similar to the outbound one. The
TIC having a superb track record in executing outbound self-
regulation, the Government found it the ideal candidate to take
up the task of implementing a similar system for inbound agents.
Then in November 2002, the Travel Agents (Amendment) Ordi-
nance 2002 took effect, under which inbound agents were re-
quired to be licensed by the Government and regulated by the
TIC like their outbound counterparts.

So much for the history of the TIC. Let us now have some
law lessons because some people have apparently asked, “Can
you point it out to me which part of the Travel Agents Ordinance
says that the TIC has the authority to regulate travel agents?”
Well, the answer is quite simple: the Ordinance need not state
explicitly that “the TIC has the authority to regulate travel agents’;
it is subtler than that and may therefore have baffled some. By
designating the TIC as the only “approved organisation” and
at the same time making its membership a statutory requirement
for the travel agent’s licence, the Travel Agents Ordinance
has sufficiently empowered the TIC to regulate its members:
any members that do not obey TIC rules will have their TIC membership
at stake, thus making their licence at stake, too. The way in which
self-regulation works is as simple as that.

The TIC was born out of a need to protect the profit margin of
outbound agents. And it has risen to countless challenges, only a small
portion of them being outlined in the above, at many a critical moment
to safeguard the interests of both the industry and the traveller. “Trust”
being the bedrock of the industry, it should have been jealously
guarded by all industry members. This question may perhaps be
worth pondering over: If travellers do not trust a travel agent, why
should they give it thousands of dollars now, and get their travel
services or products weeks or sometimes months later? Protecting
travellers is protecting traders; their interests are exactly in sync. Seen
in this light, this may also be worth pondering over: What would the
industry have become if the TIC had not been set up 26 years ago? LI
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Hong Kong Tourism Board
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Economic Development &
Labour Bureau
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Tourism Commission

TR EREME ¢
Travel Agents Registry
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Travel Industry
Compensation Fund

ROREBRAZEE®
Advisory Committee on
Travel Agents

Travel and tourism-related organisations and government departments

BRREXEE
Travel Industry Council
of Hong Kong
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Hong Kong International TICBF Limited
Airport Services Centre Limited
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a government policy bureau, one of its portfolios being tourism
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a government department set up in 1999 responsible for
tourism development
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a subvented quasi-government body responsible for pro-
moting Hong Kong tourism
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a government department set up in 1985 charged with
licensing and monitoring travel agents
R—NAN=FRINBILEEES

an independent statutory fund set up in 1993
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an advisory body set up under the Travel Agents Ordinance

to advise the Government on matters related to travel agents
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a non-government body set up in 1978 and tasked by the
Government to monitor travel agents since 1988
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the TIC’s wholly owned subsidiary whose operation already
ceased on 30 September 2004, it was set up to operate
two counters, now operated by the TIC, at Hong Kong In-
ternational Airport for members
BZEREBEBNNBAR  R—NN\=ZFKTL R
TEEMERBES B2 REGEASRBNNE
B_Tr ReRr2EMEE@ANE

the TIC’s wholly owned subsidiary set up in 1983 to oper-
ate the Bonding Fund, which is financed by the refundable
HKS$2,000 contribution made by each member when join-
ing the TIC
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