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Traders to face sea change in regulation

ATIFE Staff reporter
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TheTIC will no longer be responsible for self-regulation, and a newly established statutory
body will take up all duties in regulating travel agents, tourist guides and tour escorts.
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he current regulatory regime for the travel industry is a two-tier
T one; in other words, there are two bodies responsible for regula-
tion, namely the TIC and the Travel Agents Registry (TAR). While the
TIC, a trade association, is in charge of front-line self-regulation, the

TAR, a government department, is the licence-issuing authority for
travel agents. The two-tier regime has been in place since 1988, initially
regulating only travel agents engaged in outbound business and then
since 2002, policing travel agents doing inbound business as well.

Findings of consultation
To improve the industry’s existing regulatory framework, the Govern-

ment consulted the public about four reform options between April and
July last year. The consultation paper listed four options: (1) the current
two-tier regime would be retained and the TIC reformed, with its role
specified as a public association; (2) in addition to implementing Op-
tion 1, certain regulatory functions would be transferred from the TIC
to a government department; (3) an independent statutory body would
be established to regulate the entire tourism sector; and (4) a govern-
ment department would take over all the regulatory duties from the TIC.
After seeking the views of a large number of traders, the TIC came up with
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its own proposal, an improved version of Option 2, and submitted it to the
Government (see”Cover Story”of the No. 3, 2011 issue for details).

Five months after the consultation period ended, the Government
held a press conference on 20 December last year to announce the find-
ings of the consultation and the proposed way forward for the future. A
total of 1,249 written submissions were received, and since some of
them basically came from six template versions and each version
was counted as a single submission, there were merely 107 sub-
missions in total. Apart from industry organisations and practitioners,
members of the public, academics, public bodies, political parties, Dis-
trict Councillors, etc also submitted their views.

Whereas the travel industry was largely in support of the
TIC’s proposal, those organisations and members of the public that
had submitted views mainly favoured Option 3 or 4, considering a
comprehensive reform of the current regime to be the only way to
raise the credibility of the regulatory framework. The majority of
public bodies, academics, political parties, etc that had expressed
their views considered that an independent statutory body with
well-defined statutory functions would be the most effective in ad-
dressing the public’s concern over “insiders regulating insiders”.
More resolute actions would be expected of such a body in dealing
with unscrupulous trade practices.

As for the current licensing arrangements for travel agents, there
were views that the existing minimum capital requirement for setting up
travel business was too low. There was support for a statutory licensing
system to regulate guides and escorts. When it came to the financial ar-
rangements for the future regulatory regime, there was concern over the
adoption of the“user pays”and“cost recovery” principles, for fear that it
might lead to an increase in licence fees for agents, guides and escorts,
or might even result in the levy currently imposed on outbound tours
extending to inbound tours.

Announced with the findings of the consultation was the proposed way
forward for the future. In a nutshell, Option 3 was adopted, namely the
establishment of an independent statutory body to take charge of all
regulatory work of the industry.

The statutory body, tentatively named the Travel Industry Author-
ity (TIA), will have these major functions and powers: (1) licensing agents,
guides and escorts; (2) laying down various kinds of rules to govern the
work of agents, guides and escorts; (3) handling complaints against agents,
guides and escorts; (4) investigating suspected breaches of the relevant
legislation, rules, etc by agents, guides or escorts, and taking disciplinary
action; and (5) managing the Travel Industry Compensation Fund.

All members of the TIA board will be appointed by the Govern-
ment, with the chairman being a non-trader, the vice-chairman being
the Commissioner for Tourism, and the majority of members being
non-traders drawn from different professions, in order to ensure cred-
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ibility and independence. On the other hand, there will be adequate
trade representation on the board and committees of the TIA so that it
can master the knowledge of the operation of the industry, and the rules
formulated by it can tackle the problems without strangling business
of the industry. Representatives of guides and escorts will also be ap-
pointed to the TIA board to reflect the concerns of these practitioners.

As for its financial arrangements, the TIA should operate on a
self-financing basis in the long run, and its sources of funding will in-
clude licence fees, the levy on outbound tours and registration fees for
mainland inbound tours. There will not be any increase in the licence
fees and levy immediately upon the establishment of the TIA in order to
reduce the impact on the industry. Nevertheless, there is much room for
a substantial increase in the registration fee for mainland inbound tours
because, although the TIC has deployed considerable resources in regu-
lating them in recent years, the income in this respect has merely made
up 6-7% of its total revenue (compared with about 60% from the levy
on outbound tours). With a view to self-financing in the long run, the
TIA will inevitably have to adjust its fees incrementally in the future. To
avoid substantially increasing the operating costs of the industry shortly
after it is set up, the Government proposed a one-off capital grant to the
TIA as seed money for meeting the set-up cost and part of the operating
expenses, and as contingency reserves.

Although currently there is no capital requirement for a travel agent’s li-
cence, a prerequisite for one is to join the TIC, whose Ordinary Membership
requires a paid-up capital of no less than HK$500,000 and Affiliate Mem-
bership a bank guarantee in the sum of HK$150,000. As there was con-
cern about the relatively low threshold for setting up a travel agent,
the Government proposed raising the minimum capital require-
ment for agents in a bid to enhance the quality of the industry. As
for the appropriate level, industry members will be consulted on
that, and a phased approach will be adopted in raising the future
capital requirement.

Apart from regulating travel agents, the TIA will also be respon-
sible for regulating guides and escorts. A statutory licensing system for
guides and escorts will be introduced to replace the Tourist Guide and
the Outbound Tour Escort Accreditation Systems currently implemented
by the TIC. To reduce the impact on the industry, the Government pro-
posed putting in place transitional arrangements whereby holders of the
TIC’s Tourist Guide and Tour Escort Passes will be allowed to continue
working as guides and escorts until their Passes expire.

The TIA will not only issue licences to agents, guides and escorts,
but also discipline them if there are any breaches of licensing conditions,
rules, etc. There will be an independent appeal mechanism to handle
appeals against the disciplinary decisions of the TIA.

The Government was of the view that the significant contri-
butions of the current two-tier regime, having been in operation
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for more than 20 years, to the regulation of outbound tours and
the handling of emergency incidents deserve ample recognition.
Through the years, the TIC has been playing an important role
in self-regulating and developing the industry. To tap the TIC’s
expertise and strength, the Government will enter into discus-
sions with the TIC to explore its involvement in the new regulatory
regime, and to examine the possibility of entrusting to it certain non-
regulatory public functions, such as coordinating the trade in dealing
with emergency incidents involving inbound or outbound tours. If such
an arrangement is deemed appropriate, the Government will consider
providing financial support for the TIC to carry out these functions.

According to the Government, it will begin to draft a new piece of
legislation to replace the current Travel Agents Ordinance. While draft-
ing the legislation, it will continue to listen to the views of the public
and the industry in fleshing out detailed arrangements under the new
regulatory regime, and discuss with the TIC its future public functions. It
is estimated that it will take at least three years before the enactment of
the new legislation.

When the Government unveiled its proposed reform in mid-December
last year, it also sent the relevant document to the Panel on Economic
Development of the Legislative Council. A Panel meeting was held on
27 February this year, at which the Government explained the findings
of the consultation and the proposed way forward. The officials present
remarked that press reports mostly held positive views on the Govern-
ment’s decision, and all the Legislative Councillors who spoke that day
were in favour of the proposal of setting up a statutory body. Now that
the Government has decided to adopt Option 3, and public opin-
ion and the Legislative Councillors have expressed no opposing
views, it will not take too long for the current two-tier regulatory
regime to become a chapter in the history of the development of
the travel industry, even though most industry members have put
their weight behind the TIC’s proposal.

Whereas a decision has already been made by the Government to
set up a new statutory body to take up all regulatory duties, there are some
questions that deserve careful consideration. During the past two decades
or so, the achievements of the TIC in self-regulating the outbound indus-
try have been most prominent. Why has the same model failed to work
miracles for the inbound industry? What has contributed to the success
of the TIC in regulating the outbound industry? And what has contrib-
uted to its lacklustre performance in policing the inbound industry?
Can a mere phrase of “insiders regulating insiders” enough to explain
everything? Even if the statutory body can tackle the problem of“insiders
regulating insiders”, could that alone guarantee its future success? What
the Government has done so far is to put forth a master plan, a direc-
tion, a vision for reform. With no specific details of implementation, little

wonder the industry could hardly put their mind at rest. It¢
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