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Government consults public on reform
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n October last year, the Chief Executive announced in the Policy Address

that the Government would review the operation and regulatory frame-
work of Hong Kong’s tourism sector, including the role, powers, responsibili-
ties and operation of the TIC, as well as its working relationship with the
Travel Agents Registry (TAR). The Commerce and Economic Develop-
ment Bureau therefore released a consultation paper on 29 April
this year, and the two-and-a-half month consultation exercise will
end on 15 July. Members of the industry and the public may sub-
mit their views to the Government by the deadline.

Regulation in Hong Kong and elsewhere
Under the two-tier regulatory regime now implemented in Hong Kong, the

TIC is responsible for trade self-requlation, including the promulgation of
codes of conduct and directives, as well as maintaining a disciplinary mecha-
nism to handle breaches of the codes and directives, whereas the TAR, as
the licensing authority, is responsible for issuing licences to travel agents and
the related work, including monitoring the financial position of travel agents
under the Travel Agents Ordinance. As for the Tourism Commission, which is
under the Commerce and Economic Development Bureau, it is mainly tasked
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with mapping out tourism development strategies, providing a focal point
for liaison with the trade and enhancing coordination in developing the sec-
tor, with the TAR being an arm of it.

Currently, there is no single set of best practices in tourism
regulation that is adopted worldwide. Whereas, for example, in main-
land China, Taiwan, Macau and Singapore, a central authority implements
tourism policies, promotes tourism and regulates the trade, in the United
Kingdom, South Korea, Australia (New South Wales) and the United States
(California), different organisations are in place to do the work. As such,
each country/region has developed a regulatory regime that best meets the
circumstances of its tourism sector, having regard to the historical context,
industry situation and trade development requirements.

In the consultation paper, the Government lists four reform options and
states the key factors to be considered: (1) whether the coordination amongst
the different organisations would be effective; (2) the degree of participation
by members of the trade in the requlatory body and how to strike a balance
between sufficient trade participation and independence; (3) the resource im-
plications of the various options and how to meet the corresponding additional
expenditure; (4) the time frame for implementation of the reform; and (5) the im-
plications of the reform on the current regime; for instance, whether the changes
will undermine the TIC's ability to promptly handle emergency incidents and its
efforts in promoting manpower training for the sector.

Options 1 and 2

These two options retain the current two-tier regulatory regime, with varying
degrees of reform made to the structure of the TIC.

There are three major points in Option 1: (1) The TIC Board will
be restructured so that non-trade directors will form the majority, and tour
escort and tourist guide representatives will be appointed to the Board; and
the TIC Chairman may be elected by and among trade and non-trade directors
on the Board, or a non-trade Chairman can be appointed by the Government.
(2) The TIC's disciplinary committees and appeal board will be made up of all,
instead of the current majority of, non-trade members, with trade representatives
invited to attend meetings to provide information on how the trade operates. (3)
The Travel Agents Ordinance will be amended to set out clearly the role of the
TIC as a public association in the regulatory framework.

Option 2 also has three major points: (1) The proposals in
Option 1 will be adopted. (2) Independent committee(s) outside the
TIC will be set up to handle appeals of non-compliance cases lodged
by travel agents, tourist guides and tour escorts, as well as appeals
filed by travellers. (3) The TIC will continue to draw up codes of conduct
and directives, but such codes of conduct and directives will have to be
approved by the Secretary for Commerce and Economic Development
before implementation, and the Secretary may direct the TIC to
promulgate or amend the codes and directives.
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According to estimations in the consultation paper, it will take about a
year to introduce an amendment bill of the Travel Agents Ordinance into the
Legislative Council (LegCo) and the TIC may concurrently amend its M&A if
Option 1 is adopted; no additional expenditure will be needed. As for Option
2, an amendment bill could be presented to LegCo in about two years, with
the TIC's M&A being amended in the meantime. The additional cost will be
about HK$9 million.

Options 3 and 4

Both options will substitute a government-directed regulatory model for the
current two-tier regime.

Under Option 3, an independent statutory body will be estab-
lished to regulate travel agents, tourist guides and tour escorts; in
other words, the TIC will no longer be responsible for self-regulating
the trade, and will become solely a trade organisation. The func-
tions of the independent statutory body will include monitoring
the financial position of travel agents; carrying out various regu-
latory work; promulgating codes of conduct and directives; put-
ting in place a disciplinary mechanism to handle non-compliance
cases; and handling complaints and disputes from travellers which
involve travel agents, tourist guides and tour escorts. As for licens-
ing work, it could either be entrusted to the independent statutory body,
or be carried out by the Government. The chairman, vice-chairman and
all members of the board of directors of the independent statutory
body will be appointed by the Government, with the chairman and
vice-chairman being non-trade members and non-trade members
forming the majority of the board of directors.

Option 4 will make the TAR take over the regulatory functions of the TIC,
which will also become a trade body. To implement this option, the current es-
tablishment of the TAR will be expanded to take up the additional workload in
requlating travel agents, tourist guides and tour escorts. The duties of the new
TAR would be similar to those of the independent statutory body under Option 3.

The consultation paper mentions that if Option 3 is adopted, it will
take two and a half years for an amendment bill to be introduced into LegCo
and in the meantime the TIC's M&A will need to be amended. In addition,
the appointment of board members, recruitment of staff and preparation of
office accommodation will take around six months to one year. The addition-
al expenses are about HK$17 to 22 million. In the case of Option 4, the time
needed to introduce an amendment bill into LegCo is two and a half years,
with the concurrent amendment of the TIC's M&A; and an extra amount of
HK$12 million will be needed.

Introducing a tourist guide licensing system?
Apart from Options 1 to 4, the consultation paper also asks about

whether a licensing system for tourist guides should be introduced.
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The TIC introduced the Tourist Guide Accreditation System in July 2004
to enhance the knowledge, skills and professional conduct of tourist guides.
Under the Accreditation System, travel agents could only assign tourist
guides with valid Tourist Guide Passes issued by the TIC to receive inbound
visitors. And all Pass holders must abide by the Code of Conduct for Tourist
Guides and meet the requirements under the Continuing Professional Devel-
opment Scheme for Tourist Guides when renewing their Passes.

Although the TIC's Accreditation System has had positive effects in en-
hancing the service quality and image of tourist guides, some tourist guide
organisations have doubts about whether it is appropriate for the TIC, com-
posed of travel agents, to regulate tourist guides. There are also views that
since the TIC can only regulate tourist guides indirectly through regulating
travel agents, its requlatory work is undermined. The initial view of the Gov-
ernment is that a licensing system for tourist guides should be introduced if
an independent statutory body or a government department will take over
the regulation of the tourism sector.

Another licence for inbound tourism?
Currently, travel agent's licences are not categorised by the nature of busi-

ness, and a licensed travel agent can carry on outbound and inbound travel
business at the same time.

However, the actual market situation of and operational requirements
for outbound and inbound tourism differ considerably. The market of mainland
inbound tours, despite its rapid growth in recent years, is as yet quite immature,
and incidents involving business malpractices do occur from time to time. In
contrast, the outbound tourism market has matured over the years. Therefore,
a single set of requlations might not meet the needs of two different markets.
Different licences and regulatory requirements should be introduced for the two
markets to enhance the effectiveness of the requlatory regime.

In exploring the introduction of different licences for the regulation
of travel agents, the following should be considered: (1) Should a separate
licence be introduced for the reception of mainland inbound tours having re-
gard to the problems arising from these tours? (2) What should be the addi-
tional requirements for this licence? If these requirements are more stringent
than those of the existing licence, would it be unfair to travel agents that
receive mainland inbound tours? (3) Should a separate tourist guide pass or
licence be introduced to further standardise the required qualifications for
tourist guides who receive mainland inbound tours? What should be the ad-
ditional requirements for tourist guides who apply for this pass or licence?

All the four options have their merits and drawbacks. Some of them
are listed in the consultation paper and may serve as a starting point for in-
depth study. They are not summarised here, however, because of space. For
the full text of the consultation paper, please visit the website of
the Tourism Commission at www.tourism.gov.hk/english/papers/

papers_consultation.html. g
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