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Risk management helps solve liability issue
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T2 & Staff reporter

suitable for England fans is perhaps the one offered by a
British insurer, which provides cover against psychological trauma
caused by England's premature World Cup exit. Although many
industry members may also be fans of the England team, their
interest in the cover just mentioned, which presumably can protect
their psychological well-being, may hardly be as strong as one
which can protect their financial well-being, such as liability insurance.

D uring the World Cup tournament, the insurance policy most

New approach to old problems

As a matter of fact, the issue of liability insurance seems
to have haunted the industry as each occurrence of serious
tour accidents reminds traders of their financial vulnerabil-
ity to claims filed by the victims, and the unpredictability
and almost inevitability of risks involved in international travel.
Over the years, the TIC has devoted much effort to try to help
members tackle the issue. For example, the idea of taking out
collective liability insurance was floated several years ago. It
was, however, finally decided that it would be more feasible for
members to take out liability insurance individually because of
the inhibitive premium if a collective scheme were to be purchased.

There appeared to be little progress since then until a
Study Group on Liability Insurance was set up by the Board in
January 2004, whose members were able to contribute their
expertise in law and insurance and travel at the same time.
Rather than confining itself to how to purchase collective liabil-
ity insurance, the Study Group took a different approach by
considering how members could better manage their risks, thus
reducing their chances of being sued by travellers. To tackle
the liability issue along this line of thinking, however, a consid-
erable amount of money is required, for a number of areas
have to be covered such as identification of risks, formulation
of risk management measures, enhancement of members' awareness
of the importance of risk management, and execution of those
risk management measures formulated.

Aon selected as consultancy

Having set an achievable goal, the Study Group proposed
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to apply to the SME Development Fund for funding for a
project entitled "Risk Management for the Travel Industry”,
which was aimed at (1) identifying the specific nature of
risks pertinent to the outbound and inbound industries and
recommending risk management measures; (2) developing
a collective liability insurance scheme for the outbound and
inbound industries; and (3) disseminating the findings and
recommendations to members. The Board adopted the pro-
posal and a funding application was thus made in August 2005.

A sum of about HKS700,000 was granted towards the
end of 2005, which was followed by an open tender exercise in
the early months of this year. Three companies submitted their
tenders, which were deliberated by the Study Group. Aon Hong
Kong Limited (a wholly owned subsidiary of Aon Corporation,
which is one of the top two global insurance brokers and a
leading provider of risk management services) was selected to
undertake the whole project in April 2006. And to monitor the
progress of the project and to provide necessary support and
input, the TIC has established a Steering Committee for the
project, under which three sub-groups with focuses on research,
insurance scheme development, and communication and pub-
licity were formed.

Still in need of efforts

From now on until the end of this year, Aon will solicit
from members insider knowledge of various aspects of indus-
try risks by conducting questionnaire surveys, focus-group discussions,
interviews and the like. Research will also be carried out on
industry practices in several major overseas markets in rela-
tion to risk management and risk financing. A report will be
completed by the end of this year, in which risk manage-
ment measures and a collective liability insurance scheme
for the industry will be included. Then from early 2007 until
the middle of the year, a series of seminars will be held by
the TIC in order to inform members of the findings and rec-
ommendations of the project.

Although with the completion of the project, members should
be able to better manage the risks involved in their operation
by adopting those measures recommended, whether collec-
tive liability insurance should be purchased will still be a
matter for further discussion. And if there is a consensus
among members that it should be purchased, then the all-
important question of how to finance such a scheme will
have to be pondered. {Jie



