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Outbound industry soon to enter total competition

AFFEHE Staff reporter

H=T—tE=Ri& - EHEE &RITEE MR R 2 ETHER -

From March 2017, the restrictions on tour fares and tour-related gifts will all be lifted.
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‘ Bl

ree competition, deregulation or even non-regulation must

be beneficial to consumers and economic efficiency — a belief
so staunchly held by so many people for so long a time that many
dissenting views expressed after the global financial crisis in 2008
have continued to be brushed aside.

As a matter of fact, the report submitted in 2011 by the Finan-
cial Crisis Inquiry Commission to the US President and Congress
clearly considers failures in regulation to be one of the causes of
the global financial tsunami: “We conclude widespread failures
in financial regulation and supervision proved devastating to the
stability of the nation’s financial markets.” It is, then, obvious that
competition without regulation may not necessarily be truly ben-
eficial to society.

One of the convictions held by the TIC for close to 30 years is that
competition and regulation, being equally important, must not
be pitted against each other. The TIC therefore has laid down various
rules and regulations in response to the market situations, with the ob-
jectives of promoting competition in a properly regulated environment,
thus facilitating the development of the industry and benefiting the
consumers at the same time.

Nevertheless, times have changed. After more than a dozen
years of discussion, Hong Kong finally had its own competition law in
2012, the Competition Ordinance, which took full effect in December
2015. As a result, the TIC has to alter the conviction just mentioned to
accommodate the aspirations of society: as soon as the Competition
Ordinance was passed four years ago, it sought legal advice and
began to study whether any directives and practices should be
revoked or amended.

After revoking or amending five directives and relaxing one of the
application requirements for the Tour Escort Pass, the TIC has one last
hurdle to overcome, namely the restrictions on package tour fares and
gifts offered with package tours, before its work to promote competition
is completed. The table below lists the various measures adopted by the
TIC to facilitate the Competition Ordinance:
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Measures adopted by the TIC to promote competition
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The TIC has prohibited members from selling package tours below their
costs and imposed restrictions on the gifts or concessions offered with
package tours in the hope that their package tours can compete on
quality and service, and that they do not rely solely on low prices and
various gifts to promote their package tours.

Nevertheless, many online travel agents registered outside
Hong Kong and the websites of airlines and hotels have entered
the fray in recent years to sell travel products at very low prices,
thus putting members, which are bound by rules of the TIC, at a
disadvantage in their fight with rivals. Apart from that, traders of
other industries, knowing that the large number of tour participants
have rather high spending power, are eager to offer joint promotions
with members, but often meet with difficulties in bringing their projects
to fruition because of the existing rules.

At its meeting in November, the Board decided to revoke Directive
Nos. 81 and 209 and replace Directive No. 217 with Directive No. 228 in
order to enable members to have a fighting chance to defeat those new
rivals and to let other industries help raise the attractiveness of their
products. And to allow members to have ample time to prepare for this
sea change, the Board also decided that the revocations and replace-
ment will not take effect until 1 March next year. Despite the lifting
of restrictions on tour fares and tour-related gifts, the TIC still has
other regulations in place to protect the interests of travellers, and

will never promote competition at the expense of regulation. Il¥
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