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irector’s report

H ong Kong's travel and tourism industry fared rather well this
year: the levy for outbound tour groups was up 16.5% year on
year for the first three quarters, and visitor arrivals grew about 12.5% from
January to August over the same period last year. While we are pleased
to learn about good prospects for growth in the industry, there are not a
few challenges that need to be tackled. In the following, | will outline some
challenges and opportunities for the industry, and then review some essential
tasks performed by the TIC during the past year.

Challenges and opportunities

New laws concerning the operation of members were introduced this year
in Hong Kong and on the mainland, which, coupled with the coming reform
of the regulatory system, means that the industry will have to confront a
huge impact down the road. Since proposed arrangements of the reform,
announced in July this year by the Government at a Legislative Council
meeting, are recapped in the Chairman's report, | am not going to discuss

them again here.

The Trade Descriptions (Unfair Trade Practices) (Amendment) Ordinance
2012, which took effect on 19 July this year, has extended the scope of
trade descriptions from goods to services, and banned specified unfair trade
practices such as misleading omission and bait advertising. Given the direct
impact of the amended Ordinance on the outbound and inbound business
of members, the TIC had tried to gather members’ views through various
committees so that the views about actual situations of the industry could be
relayed to the Customs and Excise Department. With members well-prepared
for the amended Ordinance, there have been no issues since it became
effective. It is our strong belief that members need not be overly concerned

about the new rules so long as quality service can be maintained.

Another important piece of new legislation was the Tourism Law, which just
came into force in mainland China on 1 October this year and one of whose
objectives is to put the outbound market on the mainland in order. Since
inbound tour groups from the mainland have long been dominated by those
whose itineraries are studded with visits to shops, the implementation of the
Tourism Law will certainly impact on local receiving agents, tourist guides
and registered shops. With a drop in the number of shopping tours from the
mainland during this year's National Day holiday period, it may be said that
the new law has showed its effect. Nevertheless, the mainland’s outbound
market may not be able to return to normality until travellers there adapt to
considerably increased, yet reasonable tour prices, given that the outbound

traders have long used overly low tour prices to lure consumers.
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A delegation from Zambia visited the TIC on 9 April to learn about the tourism industry in

Hong Kong.

Since the official opening of the Kai Tak Cruise Terminal in mid-June this
year, three cruise vessels with some 9,000 tourists have berthed there
so far. In recent years, the cruise industry has boomed in the Asia-Pacific
region, and Hong Kong, now with a new cruise terminal, is best positioned
to take advantage of the boom. To promote cruise travel to local travellers,
the TIC staged the Cruise Holiday Expo at the new terminal from 20 to 22
September, which was a huge success and attracted about 30,000 visitors
in three days. The exhibitors all thought highly of the Expo as it helped to
boost the number of cruise holidaymakers and raise the locals’ interest in

this way of travel.

Supplement IX to the Mainland and Hong Kong Closer Economic Partnership
Arrangement (CEPA) came into force this year, under which wholly owned
Hong Kong travel agents are allowed to operate outbound tours to Hong
Kong and Macau for mainland residents, and one mainland-Hong Kong joint
venture is given the green light to organise on a pilot basis outbound tours
for mainland residents to destinations other than Hong Kong, Macau and
Taiwan. These tourism liberalisation measures were a big breakthrough,
and if the pilot scheme proved to be a success and the outbound market
in mainland China further opened up, members would have a much bigger
market to grow their business.

Outbound industry

The Board of Directors recently decided to raise the ceilings of the package
tour service charge, the first time in nine years, with effect from November
this year. The increases were moderate, capped at HK$10 or HK$20 each
day for various destinations. With Hong Kong dollars continuing to devalue
and the income for trade practitioners
remaining static for many years, the
industry had difficulty recruiting new blood
and retaining talent, hence the much-
needed service charge rise. Service
charges, as a way of motivating Hong
Kong's tour escorts, local tourist guides,
tour coach drivers, etc to provide quality
service, have long been accepted by
outbound tour participants. The increases
will bring them more earnings, which
should help to motivate them to provide
better service.

The decision to revise the directive
governing self-pay activities of outbound
tours was made in response to a rising
trend of complaints about them in recent
years. After the revision, members are
required to increase the transparency

Executive Director's report = TIC Annual Report 2012/2013
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of such activities by giving out details about their content, fees, etc to
customers before they sign up for package tours. The new directive, which
has been in force since July this year, should be able to reduce conflicts

between members and their customers.

BHEROFEWHANRERRIEBENTE » BB TEEPXABHEELEN
BEHBFLRZHRAE BB ELEBEIEFRERE

The TIC held a seminar on value creation in April, at which Prof. Lee Kam Hon,
Emeritus Professor of Marketing at The Chinese University of Hong Kong,
explained how to improve business performance by value creation.

To protect the safety of travellers, the TIC issued a directive many years ago,
requiring members which operated outbound package tours to deal only
with licensed or legal overseas service providers. To enhance the protection
provided by the directive, the TIC extended its scope in October this year so
that travel products or services arranged by members for outbound travellers
and inbound visitors must be provided by licensed or legal suppliers.

Inbound industry

Despite growth in visitor numbers year after year, there was a 40% surge
year on year in complaints from inbound visitors for the first nine months of
this year, which showed that the service standard of the inbound industry is
still in need of huge improvements. During the Lunar New Year holidays, 3A
Holidays Co. Limited failed to arrange accommodation for several of its tour
groups from the mainland, with the result that some tourists even had to
spend a night on a tour bus. Given the seriousness of the incident, the Board
of Directors immediately suspended the travel agent's TIC membership,
and then the Compliance Committee, after deliberating its violation cases,
decided to terminate its membership. The Travel Agents Registry later
revoked its travel agent's licence.

It was to prevent such incidents from happening again that Directive No.
212 was issued in April this year, which stipulated that the tour confirmation

agreements of tour groups from the mainland whose itineraries contained
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Lunch gatherings are held regularly by the TIC to give members updated information of the
travel industry. The theme of the Ilunch gathering held in June this year was
Hong Kong Geopark.

visits to registered shops have to be registered with the TIC two days before
the groups arrive in Hong Kong, and that the agreements of mainland tour
groups which will not go to registered shops have to be registered before
the arrival of the groups. Proof of accommodation must be provided when
members register both kinds of inbound tour. The new rules have been in
place for more than six months so far, and to good effect.

As far as regulation of the inbound trade is concerned, the TIC has always
stayed in contact and cooperated closely with the mainland authorities. A
number of measures were introduced by the Shenzhen Municipal Bureau
of Culture, Sport and Tourism this year to tighten control over tour groups
heading for Hong Kong and Macau. One such measure was to require
Shenzhen's tour operators to register with the Bureau the lists of their tour
group members about to travel to Hong Kong and Macau. Registration must
be made 48 hours in advance, and the lists will be stamped with a dedicated
outbound travel stamp after verification and approval by the Bureau. In
case of any complaints or incidents involving inbound tour groups from the
mainland, such lists will be of great help to investigations or follow-up actions
by the Hong Kong and Shenzhen authorities.

Industry services

Apart from regulating the industry, the TIC is also committed to raising the
standard of the industry and exploring business opportunities for members.
The seminar on “Possible orientations for value creation”, held in April by
the TIC to introduce to members various modes of value creation, was aimed
at helping them to shake off the concept of competition on price and raise
their competitiveness through value creation. With the new cruise terminal
up and running in June this year, the TIC grabbed
the chance and staged the Cruise Holiday Expo
in September in an effort to promote cruise
travel. Well-received last year, the “Experience
Cantopera” programme was jointly organised this
year again by The Chinese Artists Association
of Hong Kong, the Hong Kong Tourism Board
and the TIC. A total of 4,000 free tickets for 38
performances staged from October to December
were offered to members for the promotion of
Cantonese opera to inbound tourists.

A sufficient supply of talent is what makes or
breaks the industry. In April and May this year,
the TIC took part in three job fairs organised
for students majored in tourism, during which
information on members’ vacancies was
distributed to the students, so as to help
members to recruit staff. Apart from that, the
TIC held the Recruitment Day for Travel Agents
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in July in order for members to look for suitable job seekers. This year, some
important laws became effective, and members have been very concerned
about them. As such, three seminars on the amended Trade Descriptions
Ordinance and two seminars on the mainland’s Tourism Law were held to

equip trade members with knowledge about the new laws.

As at 15 October 2013, the TIC had 1,612 Ordinary Members and 88
Affiliate Members. Ever since the TIC began to regulate the industry in
1988, the Board of Directors, various committees and the Executive Office
have fully committed themselves to raising the professional standard of the
industry. After many years of efforts by the TIC, the industry’s image has
been greatly enhanced, and the public's confidence in industry members has
also increased. Having said that, given the varying quality of traders, not all
of their services can live up to expectations, thus giving rise to complaints
filed by travellers from time to time. It is worth repeating here once again that
all complaints are handled by the TIC in an impartial fashion, without favour

to any parties involved.

The total dedication of all directors, committee members and my colleagues
at the Executive Office to the industry enabled the TIC to bring its various
tasks to fruition during the past year, for which | owe all of them my utmost
gratitude. | am also wholeheartedly grateful for the following institutions
whose support for the TIC has been unswerving: the Tourism Commission,
the Travel Agents Registry, the Customs and Excise Department, the Hong
Kong Tourism Board, associations of the hotel industry, airlines, tourism
organisations of different places, and many others. The TIC will be relieved
of the heavy duty of regulating the industry in two or three years. It is hoped
that members will continue to support the TIC, whether it is now or in the

future.

Joseph Tung op

Executive Director

18 October 2013



