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A bumpy road to effective self-regulation
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hen the Legislative Council passed on 24 April 2002
W the Travel Agents (Amendment) Bill 2001, which required
all inbound travel agents to apply for TIC membership and then
the Travel Agents Licence, and which would take effect from 1
November 2002, the responses from all stakeholders were generally
positive and optimistic. It was believed that the TIC would be
able to police inbound agents, thus rendering better protection
for inbound visitors, especially those from mainland China.

How could responses then be anything but positive and
optimistic? At that time, the TIC had been successfully regulat-
ing outbound travel agents for 14 years, and apart from occa-
sional incidents where some of them defaulted, the outbound
industry was running smoothly and properly, and the growing
numbers of outbound travellers were well taken care of. And in
the whole of Hong Kong, there seemed to be no other quali-
fied candidate which had had the experience and expertise in
regulating travel agents, and most importantly, an excellent track
record in having done so. But things did not play out according
to plan.

Now, it is five years since the Travel Agents (Amendment)
Ordinance 2002 took effect, and during that period, the num-
ber of mainland visitors has more than doubled from 6.83 mil-
lion in 2002 to an estimated 15 million in 2007, compared with
a 30% increase for all other visitors combined. Also during that
period, stories about mainland visitors hit the headlines from
time to time, rarely for double-digit growth in their num-
bers year after year, but, unfortunately, mostly for their having
been left unattended by local agents or having been cheated
by dishonest retailers.

Despite the many measures implemented by the TIC dur-
ing the past few years to try to put the inbound agent house in
order, the initial public confidence in the TIC seems to be wearing
thin and a few vocal critics have even suggested that some
drastic surgery on the existing regulatory regime of travel agents
has to be carried out since it obviously is not functioning. Is
the current regime not working? Or is that just a misperception?
A wider perspective is needed before this kind of question can
be answered.
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Self-regulation in perspective

Self-regulation is such a common form of regulation that
it can be seen in many countries such as Britain, Russia, India
and Japan, and in various industries and professions such as
the telecommunications and energy industries, and the legal
and engineering professions. Although its long history may
be traced to guilds in the Middle Ages, it was during and
after the Industrial Revolution that modern systems of self-
regulation became the principal means of regulation in some
sectors in Britain such as industry and finance.

Some of these systems of self-regulation continued
their lives well into the 20th century, but the general trend
of the past two decades was one of moving away from self-
regulation, with various degrees of state oversight imposed
on existing self-regulatory regimes, thus blurring the tradi-
tional line between self-regulation and state regulation. For
example, in England and Wales, the traditional self-regulatory
bodies of the legal profession, notably the Law Society and the
Bar Council, are now to be overseen by the Legal Services Board,
though the responsibility for day-to-day regulation remains in
the hands of the approved self-regulators.

Although there are many forms of regulation, there is no
consensus as to how regulation should be categorised. And even
if there were to be some agreed categories, it would still be
difficult to fit actual examples neatly into any one such cat-
egory because of the complexities and variations in different
industries and professions. Nevertheless, the model (see Figure)
proposed by Dr lan Bartle and Mr Peter Vass, of the School of
Management of the University of Bath, seems to be able to
capture sufficient varieties of regulation, many of which are applicable
to situations in Hong Kong.

Regulation of travel industry in Hong
Kong

In Hong Kong, outbound agents were not subject to any
specific form of regulation until 1985 ("no regulation" in the
regulatory spectrum). And then from 1985 to 1988, they were
required by law to apply for a Travel Agents Licence from the
Travel Agents Registry ("statutory regulation"). After the fail-
ure of this form of regulation, the Government invited the TIC
to transform itself into a self-regulatory organisation of out-
bound agents, and made its membership a prerequisite for the
Travel Agents Licence. Therefore, from 1988 until now, the
outbound industry has been regulated by a self-regulator,
the TIC, and a state agency, the Travel Agents Registry ('co-
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Figure: Various categories in the regulatory spectrum
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regulation’, or more commonly referred to as "two-tier regula-
tion" in Hong Kong). And outbound tour escorts working for
outbound agents have also come under the scope of regulation
of the TIC since 1999.

As has been said earlier, the co-regulation formula of the
outbound industry had been so successful that the TIC was
again invited to work with the Travel Agents Registry to disci-
pline inbound agents (from "no regulation” before 2002 to "co-
regulation” since 2002). The regulation of the inbound industry,
however, turned out to be much more complicated than had
been thought. For a start, complaints about inbound services
mostly concern mainland visitors having been taken by lo-
cal tourist guides assigned by inbound agents to retail shops
trying to sell them second-rate or overpriced goods. As a
result, the TIC, the front-line self-regulator of outbound and
inbound travel agents, has had to devise and implement
measures in order to police inbound agents, local tourist
guides and retail shops catering for inbound group visitors.

As the Code of Conduct for Inbound Agents had already
been put in place since April 1999, it was an easier part of the
task to turn it into the Code of Business Practice on Inbound
Travel Service, which incorporated Directives targeting inbound
agents and which took effect in September 2006. And the Tourist
Guide Accreditation System and the Code of Conduct for Tourist
Guides, after two years of preparation, also took effect in July
2004. As for the last component of the inbound regulatory mechanism,
the Demerit System for Registered Shops, established in April
2005 to regulate registered shops, was shaken up to become
the Refund Protection Scheme (Registered Shops) for Inbound
Tour Group Shoppers in June 2007.
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Good is not good enough

Over the years, even though the TIC has stretched its
regulatory role of inbound agents to monitor local tourist
guides and registered shops through a whole range of regulations,
some sectors of the media and the public are quite ready to
jump at any chance of criticising the self-regulatory organisation
whenever mainland visitors complained. Objectively speaking,
for the first 10 months of this year, the numbers of inbound
complaints filed with the TIC and inbound visitors from mainland
China are 222 and 12.67 million respectively, that is 1.75
complaints per 100,000 mainland visitors, hardly a signifi-
cant figure statistically.

In today's Hong Kong where transparency, public accountability,
effectiveness and efficiency are becoming primal considerations
in all kinds of regulatory regime, state regulators and self-
regulators alike have to demonstrate to the public that they
can be trusted with the duties of regulation and that they
always act in the public interest. It is with this line of thought
in mind that the TIC has recently decided to make major
reforms to the five committees responsible for handling disciplinary
matters and complaint cases relating to outbound and in-
bound agents, outbound tour escorts, inbound tourist guides
and registered shops.

From 2008 onwards, the convenors of the five com-
mittees (the Compliance Committee, the Mainland China Inbound
Tour Compliance Committee, the Tourist Guide and Tour Es-
cort Deliberation Committee, the Committee on Shopping-
related Practices and the Consumer Relations Committee)
will all be Independent Directors, and each of the commit-
tees must comprise a majority of non-trade members. Apart
from that, the number of Independent Directors will also be
increased from eight to 12 so that more than 40% of all Direc-
tors will be from outside the trade.

When these reforms are put in place, it is hoped that the
more common criticisms of all self-regulatory organisations such
as collusion between the self-regulator and the regulated, and
the self-regulator being soft on the regulated can be squarely
tackled. It is also hoped that future comments on any short-
comings of the existing co-regulatory regime of the travel

industry can be made in a fair and objective manner. fie



