The Legislative Council
Bills Committee on Travel Agents (Amendment) Bill

Administration’s Responses to Written Submissions and Deputations

We would like to thank all the organizations and individuals who
have responded to the invitation to submit their views on the Bill. After
studying the written submissions and listening to the views expressed by
the deputations at the second meeting of the Bills Committee on 7 January
2002, we would like to take this opportunity to respond to the issues raised
pertaining to the Bill.

Intention of the Bill

2. We are pleased that there is such overwhelming support from all
sectors for the objectives of the Bill. It is clearly appropriate now to put in
place a licensing scheme for inbound travel agents. There is a consensus
that inbound travel agents should be regulated to provide adequate
protection to our visitors and to strengthen the standards of service
provided by those in the industry.

3. We are also happy to see that the trade generally supports the
adoption of self-regulation to complement the statutory licensing scheme.

Scope of the Bill

Comments:

4. There was only one comment specifically on the Bill itself. This
concerned the proposed definition of inbound travel agents. The
suggestion made was that the scope of this definition should be narrowed
to ensure that those operating as corporate event organizers are not covered
by the licensing requirements.

Responses:



5. We believe that the definition as it stands is appropriate but we
will consider carefully whether further clarification is necessary to ensure
that there is no doubt over the scope of the legislation. Meanwhile,
corporate event organizers are advised to hire licensed travel agents to
arrange carriage, accommodation and other services for their overseas
customers if they do not wish to obtain a license for providing those
services themselves.

Self regulation of the trade

Membership and Board of TIC
Comments:

6. In view of the self-regulatory role played by the Travel Industry
Council of Hong Kong (TIC), a number of commentators saw a need for
the TIC to be more open and transparent in respect of both the structure of
their membership and the composition of the Board of Directors. In
particular, some propose that nominations to TIC’s Board should be open
to direct nomination by the general membership and not only via the
Association’s governing bodies.

Responses:

7. The current arrangements resulted from the history that TIC was
originally an informal federation of several trade associations formed in
1987. The nomination through TIC’s member associations guaranteed that
candidates who intend to run for directorship had sufficient support among
trade members and had sufficient experience in association/council work
to be able to contribute positively to the Board.

Comments:

8. A number of parties also suggest there should be more non-trade
involvement in the TIC’s Board/other committees. Proposals for how this
might be achieved include increasing the number of independent directors
in the Board/other committees and appointing representatives from the



Government/other related bodies into the TIC.
Responses:

0. In view of its role to regulate the industry and protect consumers’
interest, the TIC has already agreed to increase the number of independent
directors from 4 to 8 (a 100% increase). The ratio of independent directors
in the TIC Board will then increase from 19% (4/21) to 32% (8/25). We
wish to point out that it is more important to look at the complaint handling
and appealing mechanism of TIC. The current structures of its Consumer
Relations Committee and its Appeal Board have already a high percentage
of independent directors or outsiders (Please also refer to paras 13 below).
TIC is prepared to further strengthen the structures and is receptive to
suggestions to amend its Code of Conduct.

Comments:

10. Some commentators suggest that the TIC should set up an
inbound division and have sufficient representation of inbound experts on
its Board/other committees.

Responses:

11. The TIC already has at present an Inbound Committee to handle
issues relating to their inbound travel agent members. TIC will build on its
established system to regulate additional inbound members arising from
the proposed legislation.

Mechanism to handle complaints and discipline non-compliance
Comments:

12. Concerns have been expressed over the independence and
transparency of the TIC’s complaints handling and disciplinary mechanism.
Some suggest that the TIC’s Code of Conduct should be drafted with
participation from non-industry representatives and subject to vetting by
the public and/or Registrar of Travel Agents.



Responses:

13. Currently, the TIC deals with complaints and disciplinary matters
mainly through two committees specifically set up to undertake this
function: the Consumer Relations Committee and the Compliance
Committee. To ensure the mechanism is fair and offers sufficient
protection to consumers, the Consumer Relations Committee comprises a
high proportion of independent members (excluding the Convenor, half of
the committee members are non-trade members). The TIC has agreed to
increase the number of independent members on its Compliance
Committee to the same level as its Consumer Relations Committee (i.e.
50%).

14. Under the current system, the TIC may penalize those members
who violate their Codes of Conduct. The penalty may take the form of a
warning, fine, suspension or revocation of membership. The TIC
welcomes suggestions and ideas to improve the Code of Conduct. Indeed,
some of the provisions in the Code of Conduct have been revised in
response to complaints and public views.

Conflict of interest in TIC
Comments:

15. Some commentators expressed concern that there may be a
conflict of interest among the directors and committee members of the TIC
because many of them are travel agent themselves and yet performing the
regulatory role of the trade.

Responses:

16. To address this issue, TIC has developed a General Code of
Conduct (copy attached) for its Board of Directors. This code of conduct
sets out the fundamental principles that must be followed in setting the
professional standard of their service and in serving the TIC, which is a
public body for the purpose of the Prevention of Bribery Ordinance.



Outbound travel agents cross-subsidizing inbound travel agents
Comments:

17. There were comments that the outbound travel agents may be
subsidizing the inbound travel agents under the proposed regulatory
framework and that the TIC should keep separate accounts for their
activities in respect of outbound and inbound travel agents respectively.

Responses:

18. The TIC is already regulating inbound travel agents who are at
present their members. The cost arising from additional travel agents
joining TIC in order to be eligible for a license under the new legislation is
not expected to be substantial. The TIC has been consulted and agreed to
take up the additional workload with its existing resources. A number of
travel agents offer both inbound and outbound travel services. Keeping
separate accounts will generate additional administrative cost to the TIC
and 1s not desirable.

Malpractice relating to shopping arrangement
Comments:

19. Some commentators have pointed out that many complaints
against travel agents relate to shopping arrangement made by them for
visitors. It is suggested that such malpractice should be condemned,
disallowed and penalized either in the legislation or through the TIC’s
Code of Conduct. Visitors should also be able to seek redress from
malpractices in a timely and effective manner.

Responses:

20. The TIC has already issued a directive to members to require them
to take visitors only to shops that agree to guarantee to provide a 100%
refund on unused items within 14 days of purchase. Cases of malpractice
by travel agents will be considered by the Compliance Committee, which



may penalize those Travel Agencies found guilty of a breach of the
directive. In addition to this, for general consumers’ complaints against
malpractices, the Small Claims Tribunal provides a fast track mechanism
to handle visitors’ claims. The Administration is working closely with the
TIC, the Consumer Council, the Hong Kong Tourism Board and other
parties concerned to develop further measures to protect tourists from
consumer transaction malpractice.

Training and upgrading skills of inbound tour guides

Comments:

21. Many agree that the service standards of inbound tour guides need
to be strengthened as they are the frontline staff that have the most direct
contact with our visitors.

Responses:

22. To ensure they have the professional knowledge and skills, we are
working with the TIC and the industry as a whole on a training and
certification scheme for inbound tour guides which is modelled on the
certification programme for outbound tour escorts.

23. The qualification level for the course is set at completion of Form
5 or equivalent. Serving tour guides with at least one year of experience
will be exempted from this requirement. The Skills Upgrading Scheme
will provide a 70% subsidy to those who attend the training course.
Professional training institutions will be invited to bid to operate the
training courses and the selection process will ensure that suitably
qualified institutions will run the programme.

Comments:
24. Some expressed concern that some tour guides may lose their jobs

as a result of the training and certification programme. They call for the
complete exemption of examination for all serving tour guides



Responses:

25. Those who have previously passed the examinations administered
by the Hongkong Association of Registered Tour Co-ordinators
(HARTCO) will be exempted from the training programme and most of the
examination but will be required to be tested on the “Hong Kong Updates”
part of the exams. While it is necessary to require all tour guides to pass
the examination to ensure they are up to standard, we believe, based on past
experience with the outbound tour escorts, that the majority of inbound
tour guides will be able to pass the examination.

26. There will also be a sufficiently long period for serving tour
guides to go through the training and pass the examination before we
require that only those with certificates may serve as inbound tour guides.
A training programme for new entrants, built on the one for serving tour
guides, will be considered by the TIC when the training programme for
serving tour guides have been implemented.

Monitoring the standard of tour guides

Comments:

27. Some commentators have proposed that there should be a
statutory licensing scheme for tour guides in place of or in addition to the
certificate scheme administered by the trade.

Responses:

28. We believe that the inbound travel agents must be held responsible
for the quality of the services they deliver. In line with this, travel agents
should be held responsible for conduct of their tour guides. Therefore, the
proposed regulatory mechanism is intended to regulate inbound travel
agents instead of inbound tour guides and the complaint handling
mechanism is targetted at the travel agents. We should also note that the
TIC is already the administrator of the outbound tour escort certification
scheme, which has been highly effective in regulating the outbound
escorts.



Comments:

29. There were suggestions that rules and conditions should be drawn
up for renewal of the certificate in order to monitor the standard of service
of inbound tour guides.

Responses:

30. We shall convey this suggestion to the TIC for their consideration
as they develop a suitable renewal mechanism.

Miscellaneous

Additional resources for inbound regulatory mechanism
Comments:

31. Some trade members request for additional resources to be given
to the TIC to help them take on the responsibility for regulating inbound
travel agents.

Responses:

32. In the process of drawing up the proposed legislation, the
Administration has considered carefully the resource implication of the
new licensing scheme for both the Government and the TIC. After
reviewing the manpower and resources available to the Registrar of Travel
Agents, the Administration has concluded that it will absorb the additional
workload generated from the licensing of inbound travel agents. The TIC
has also been consulted. While expressing concern over possible increase
in demand on their staffing resources, they indicated that they expected no
resources from the Government for taking up the additional regulatory
responsibility for inbound travel agents. In fact, more than half of the
inbound travel agents in Hong Kong are already members of the TIC and
the Council has been regulating both the inbound and outbound activities
of its members.



Compensation for inbound visitors
Comments:

33. It has been suggested that there is a need to set up a separate
compensation fund to protect inbound travellers.

Responses:

34. We believe that inbound travellers should seek compensation for
any failing of their travel arrangement from the travel agents with which
they arrange their trip in their home countries. This is the same
arrangement in place for our outbound travellers who will seek
compensation from our Travel Industry Compensation Fund if they suffer
from a loss in respect of an outbound journey.

Competition among travel agents
Comments:

35. Some commentators suggest that competition in the travel
industry should be maintained to ensure efficient market operation.

Responses:

36. The Hong Kong SAR Government prides itself on its commitment
to fair and open competition in all sectors. There 1s no evidence to suggest
that the proposed legislation will adversely affect competition in this
industry.

Appointment of Travel Trade members to HKTB and TSG

Comments:

37. There is a suggestion that more travel trade members should be
appointed to the Hong Kong Tourism Board and Tourism Strategy Group.
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Responses:

38. We fully agree that it is necessary to have representatives from the
travel trade on tourism related bodies. We also feel that it is important that
there should be representation from other sectors in order to achieve a
balance of views. The Hong Kong Tourism Board Ordinance (Cap. 302)
specifically provides for the appointment of one licensed travel agent and
one tour operator into the Board, in addition to six other representatives
from related trades, including passenger carrier (2), hotel operator (2),
retailer and restaurant operator. The Tourism Strategy Group chaired by
the Commissioner for Tourism at present comprises 16 non-official
members, including members drawn from travel agents, hotel
operators/owners, passenger carriers, catering and entertainment sector,
retailers and other related industries and professions. The Chairman of the
TIC is a serving member. We continuously review the performance of the
members of the advisory boards and committees to ensure that members
contribute effectively to the work of these important bodies.

Economic Services Bureau
15 January 2002



