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How can reform of inbound industry be delayed?
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f the top 10 events in the inbound industry were to be selected for 2010,
|the following two scandals would probably take the top three rankings:
one was the death of a mainland group visitor in late May after he quar-
relled with his guide, and the other was the wide media coverage in mid-July
of a guide who gave her tour group a dressing-down for spending too little
on shopping (for details, see “Feature”, No. 3/2010).

Whereas it is painful to have seen forced shopping happen
in Hong Kong, an acclaimed shoppers’ paradise for decades, it is
not unreasonable to suspect that the mainland’s outbound market
has developed at too fast a pace that regulatory measures have
lagged behind new situations. To understand the pace of expansion
of the mainland’s outbound market, one needs only to look at Hong Kong,
which has recorded a stupendous increase of 317% in visitor arrivals from
the mainland during the past 10 years when visitors from other markets
have risen by a mere 18% in the same period.

Problem of “zero-reception fees”

Rapid expansion of the mainland’s outbound market in recent years has
given rise to plenty of problems, one of which is the so-called “zero-tour
fee” problem. Despite its common usage, “zero-tour fee” is actually
an inaccurate term. As tour fees are what mainland travellers pay
their local tour operators, there is no such thing as zero fees even for
shopping tours. What is called the “zero-tour fee” problem should be
renamed the “zero-reception fee” problem, referring to situations
where the mainland’s tour operators request Hong Kong's receiving
agents to provide services without paying reception fees.

Unable to get a penny as reception fees, Hong Kong's receiving agents
are forced to rely on shopping commission to turn a profit since such ar-
rangements as hotel rooms, meals and transport all need to be paid for. And
to prod their guides into making visitors shop, the receiving agents do not
pay them a penny, or even ask them to pay out fees for taking tours, with
the result that guides go out of their way to make visitors shop in order to
get commission. Some guides even show up only when their tour groups go
to the shops and jump from one tour to another in order to maximise their
commission and get rid of the trouble of having to handle complaints about
the visitors" purchases.

Not only has the scourge of “zero-reception fees” haunted

The Voice of TIC No. 4/2010 3



B

FHEE  EMMREREDMEHRFER
EREASHEMHABRER=ZEER MEZRE
ERMEREREHEEIET - NtEMNE
B EAFHNEGE  SEMHER -

EETHEEREE
BEMY  BRH-TT_FHREEANE
e DAERE (TSR] ME - HARED
PRERBNAEE  BeNRTE_FE_Fi
TBEREHE - RTEE AR LA

IRITH A E & - I B A5 F HAPR A Al ik
E2ERF - REXHEVETHX 3=+

Frh - AMKREARRAERBERZNBEA o
AN BEER_STOFHT [ BHEEES
Bl - MEERNEREEHERE  EHNER
MERIERNFEEYE  SRENED BREE
AR MEREE o

NERZERFRER L AIETER - £
BYIER AR\ L - A2 KR
WETEZEE  SHEEREET LURRAIMN
RERE - FEEER - AAAZET— AR #8
BEekZEZEGERRBRA T AN -TRE
2 HEANEENERENBERAE  B—
FEAED B BEEEMIRITI ©

TR AR A E » e T ABG IR = B
ERIEFRKERE - L RRATE R 2 RS
B - FEARE P REEHMESTORBKT o It
o BESNAFEAZEN\@EES - B (B
TEESFRI) - DRI E ST - BENEL
JESRIESE o

Hong Kong for years, it has also spread to many countries in recent
years such as Thailand, Singapore, Australia and France, making local
tourism authorities at their wits' end. This is because the crux of the
problem involves three kinds of fee, all of which can hardly be tack-
led by tourism authorities: the tour fees of mainland tours, the recep-
tion fees of receiving agents and the tour-guiding fees of guides.

Regulatory measures already in place

Despite all this, the TIC has strived to tackle the “zero-reception fee” prob-
lem since it began to regulate the inbound industry in 2002. As the root
cause of the problem lies in shopping and guides, the TIC introduced a registra-
tion regime for shops in 2002, under which shops intending to serve inbound
tour groups were required to register with the TIC through travel agents and
promise to offer full refunds for visitors who made refund requests within speci-
fied periods. The refund period was initially set at 14 days and later substantially
extended to six months for mainland visitors in mid-2007. Besides, the TIC also
set up the Tourist Guide Accreditation System and began to issue Tourist Guide
Passes to qualified guides in 2004. Registered shops or accredited guides found
to have breached their promises or TIC rules may face the maximum penalty of
revocation of their registration or Tourist Guide Passes.

The six-month full refund measure was once so effective that com-
plaint figures about shopping dropped by more than 80%. Nevertheless, all
measures may have loopholes, hence this year's two scandals mentioned
above. After the scandals, the TIC's Board and various committees met about
20 times between May and November in an effort to work out short- to
long-term measures and to penalise the guide and travel agents concerned.

Short-term measures included an immediate increase in the number of
spot checks at tourist attractions and registered shops, and undercover oper-
ations to assess the service standard of guides and receiving agents. In June
and July, eight directives were issued and the Code of Conduct for Tourist
Guides was revised to instantly tighten regulations on receiving agents, tour-
ist guides and registered shops.
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Regulatory measures in long run

As for long-term regulatory measures, the TIC set up the Task Force on Busi-
ness Models of and Regulatory Measures for Mainland China’s Inbound
Tours (see Box for its composition), with most of its members being indepen-
dent directors, to do the job. From July to September, it met several times to
formulate measures and also held several engagement sessions to listen to
the views of receiving agents, registered shops and guide representatives.
The Board later adopted its recommendations and issued 10 directives in
late December, all of which will take effect from 1 February next year (visit
the TIC website at www.tichk.org for these directives, or read “Council Bul-
letin” for their summaries).

These directives can be roughly divided into three categories:
tightened control over guides, tightened control over agents and
protection for the earnings of guides. The first category of measure
concerns mainly the so-called “one tour, one guide” rule, which means each
mainland tour can only be received by one guide though it can be greeted
at immigration by another (Directive No. 193); and the demerit system for
tourist guides, under which guides having accumulated 30 demerits for
breaching rules within two years will have their Passes suspended or revoked
(Directive No. 200)

The second category of measure is mostly about declaration of associa-
tion between agents and registered shops (Directive No. 197); prohibition of
forced shopping by agents, which will also be held responsible if their guides
have done so (Directive No. 198); and implementation of the demerit system
for travel agents, whose membership will be suspended or terminated if they
are given 30 demerits within two years (Directive No. 199).

The third category of measure is aimed at requiring agents to pay service
remunerations to their guides (Directive No. 194); banning agents from asking
their guides to bear the costs of receiving tours (Directive No. 195); and demand-
ing that agents should sign service agreements with their quides, in which the
service remunerations for quides must be specified (Directive No. 201).

It is evident even from the above simplified analysis that the problem
of “zero-reception fees” is highly complicated, and can only be eradicated
with the concerted efforts of all those involved. The various measures
put in place by the TIC are targeted at cracking down on the mal-
practices of traders and breaking the business model of mainland
tours which is exceedingly reliant on shopping commission. Al-
though any rectifying measures are bound to meet with resistance
from vested interests, given the huge impact on the reputation of
Hong Kong tourism brought about by the two scandals, how can
reform not be pushed ahead? s
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