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ABSTRACT

Muslim friendly or Shari’ah compliant hospitality services have emerged in recent
years as part of the development of global halal industry. Malaysia has become one of
the key players in this fast-growing and lucrative market and has been rated the world's
top Muslim-friendly holiday destination for the past few years by various rating agencies.
As one of the most important service providers for tourism and travel related activities,
the travel agencies play an important and essential role in worldwide tourism
development and their role has been expanded in recent years with the global growth of
Muslim friendly tourism and hospitality services. Despite this remarkable development,
there have been many consumer complaints related to hospitality services in Malaysia.
In fact, consumer claims against the travel agents were the top in the list of services
cases filed in the Tribunal for Consumer Claims (TCC) for the past many years. In 2014,
the TCC received 1,585 complaints against travel agencies especially related to umrah
package. Thus the question arises as to whether the rights of Muslim travellers are well
protected under the relevant laws in Malaysia. Adopting a doctrinal and content analysis
methodology, the study aims to identify consumers’ issues in relation to travel agencies
services in Malaysia. The main focus is to examine the relevant framework which
include relevant laws, regulations, guidelines, codes of ethics which are related to
Muslim friendly travel agencies services. The laws including Tourism Industry Act
1992 and Tourism Industry (Tour Operating Business and Travel Agency Business
regulations 1992), MATTA Code of Ethics and Malaysian Standard MS 2610:2015
Muslim Friendly Hospitality Services-requirements. The purpose is to analyse the
adequacy of the existing consumer protection laws in protecting Muslim travellers. The
study discovers the lacunae in the existing legal protection for consumers which renders
the protection to be inadequate. Hence, the study proposes recommendations to improve
and enhance protection for consumers in dealing with Muslim friendly travel agencies.
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CHAPTER ONE

INTRODUCTION

1.1 BACKGROUND OF STUDY

Muslim friendly or Shari’ah compliant hospitality services have emerged in recent years
as part of the development of global halal industry. Malaysia has become one of the key
players in this fast-growing and lucrative market. It has attracted 200,000 visitors
especially from the Gulf countries to Malaysia in 2014 (Tourism-review.com, 2014).
With the increasing number of Muslim visitors, Malaysia has been listed as the world’s
top Muslim friendly destination according to the research conducted by CrescentRating
consultancy in 2013 (New Strait Times, 2014). In fact, even after the unfortunate air
mishaps involving Malaysia Airline planes in 2014, Malaysia is still one of the favourite
destinations for Muslim travellers, according to a survey carried out by CresentRating
and MasterCard (Tourism-review.com, 2014). This survey involved 81 non-Muslim
and 29 Muslim destinations where Malaysia was ranked as the most preferred holiday
destination for Muslims, followed by Turkey, the UAE, Saudi Arabia, Qatar, and
Indonesia. Malaysia has again been rated the world's top Muslim-friendly holiday
destination by the Global Muslim Traveller Index (GMTI) in 2015. With this
remarkable development, Malaysia can now be renowned as the world top provider of
Muslim friendly hospitality services which cater the needs of Muslim travellers from
all over the world (Islamic Tourism Centre, 2014).

Generally, Muslim friendly hospitality services is defined as any products or

services in the travel and tourism industry which are guided by Shari’ah principles



which cater to or provide facilities suitable for Muslim travellers®. There are three
important components in the hospitality services, namely travel agencies,
accommodation provider and tour guide. In this regard, a travel agency is one of the
most important service providers for tourism and travel related services as it functions
as the retailers of travel products and services, which are operated or offered by the
principals or tour operators (A. K. Bhatia, 2006). Basically, they are offering three types
of tour packages which are domestic, inbound and outbound packages. Often times, the
domestic package is provided to fulfil the needs of Muslim travellers, including offering
meals from halal certified restaurant to Muslim guests. The similar scenario is observed
in inbound packages, which offer Muslim friendly hospitality services to fulfil the needs
of the Muslim majority population of Malaysia. However, outbound packages create
more challenges and obstacles to travel agencies due to the geographical cultural
boundaries. Most of travel agencies in Malaysia conduct both conventional and Muslim
friendly services because they have to cater the needs of both Muslim and non —Muslim
travellers. Thus, with the increasing Muslim travellers to Malaysia, the industry should
be able to provide services that are suited with the consumers’ needs, as well as to
preserve the consumers’ rights.

On the other hand, despite the remarkable development of the tourism industry in
Malaysia, there were many complaints on tourism related services made to the Ministry
of Tourism and Culture and the Tribunal for Consumer against the travel agencies over
the last few years. The complaints on travel agencies ranked first on list of services
cases filed in the Tribunal for Consumer Claims in 2013, 2014 and 2015 (MDTCC,
2013, 2014 & 2015). Similarly, the National Consumer Complaints Centre (NCCC) had

received the many consumer complaints on matters related to travel and tour services

1 MS2610:2015, Malaysian Standard; Muslim Friendly Hospitality Services — requirements, 2015



in 2014, compared to the other categories such as housing and real estate, banking or
finance. The complaints include, fraudulent tour packages (including “umrah”
packages), misrepresentation of advertisements, and poor quality in travel arrangement
(NCCC, 2015). This increasing number of complaints against travel agencies confirmed
the assertion that their businesses are vulnerable to fraudulent practices (Nuraisyah
Chua, 2014).

Therefore, it is timely to study consumer protection issues on the Malaysian
tourism industry, with the special emphasis on the travel agent services since most cases
have been filed against them. In this regard, although some of the cases occurred in
conventional tourism services, they are undoubtedly relevant to Muslim friendly
hospitality services. Furthermore, the same principles of consumer protection are

equally applicable regardless of the type of services, Islamic or conventional.

1.2 PROBLEM STATEMENT

Consumer protection in Malaysia covers the protection of consumer rights against any
malpractices related to trade and commerce in various industries (Wu M. A., 2001). The
protection may come in various forms but legal protection appears to be the most
important compared to self-protection by consumers and self-regulation by traders. The
development of consumer protection in Malaysia is also aimed to provide consumer
with fair and efficient complaints mechanism which empower them with the knowledge
to protect themselves from traders’ malpractices (Mohamad, 2014). In this regards, the
Corporate Communication Unit under the purview of the Ministry of Tourism and
Culture (MOTAC) has the responsibility to receive complaints related to tourism

industry from tourists. In 2015, the unit received 568 complaints from tourists and the



complaints consist of malpractices of travel agencies or companies, accommodation
providers, tourist guides, tourism institutes and training centres, transportation, public
transport, hygiene and others (MOTAC, 2016). The complaints also involved cultural
promotion agencies and venues including the National Achieve of Malaysia, Istana
Budaya, Heritage Department and the National Art Gallery. The statistics on tourist

complaints received by the Unit from 2012 until 2015 can be illustrated in the figure 1

below;
498
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Figure 1: The Statistical Tourism Complaints Receipt 20152
It appears that complaints related to travel agencies services have been one of major
consumer complaints in Malaysia for the past many years. The Licensing Division of
Ministry of Tourism and Culture (MOTAC), which has responsibility to handle licence
related issues has received multiple complaints against travel agencies, accommodation
providers, tour guides, tour transportation provides, tourism training institutions, public

transportation and others (MOTAC, 2015). According to the Division, the highest

2 Source: Corporate Communication Unit, Ministry of Tourism and Culture



number of complaints they received was against the travel agencies, compared to other
players in the industry as illustrated in Table 1.

Table 1 : The Number of complaints filed with the Division® (2013 — October 2015)

Years

Categories

2013 2014 2015
Travel Agency 215 249 282
Accommodation 28 28 17
Tourist Guide 7 18 14
Transportation 0 0 0
Tourism Training Institute 0 0 2
Public Transport 0 3 1
Others 14 6 36

The table also shows that the number of complaints have been increasing gradually from
2012 to 2015. Among common complaints are related to malpractices of travel agencies
such illegal agencies, cancellation and fake contracts.* Most consumer complaints and
disputes on hospitality and travel related matters are filed at the TCC which is the main
consumer complain mechanism in Malaysia. Figure 2 illustrates the number of cases

filed against travel agencies through the TCC for the past five years.

3 Source: Complaints Unit, Investigation Enforcement & (Tourism Licensing Division), Ministry of
Tourism Malaysia

4 Monthly Statistic On Total Of Complaint Cases From 2011 Until September 2014,Complaints &
Investigation Unit, Licensing Division of Ministry of Tourism and Culture, retrieved 05/02/2015, from
http://www.motac.gov.my/en/download/viewcategory/27-statistik-pelesenan,
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Figure 2 : The Total Number of Consumer Complaints against Travel Agencies
2010 - 2015°

The line graph above indicates the total number of consumer complaints against travel
agencies from 2010 until 2015. The number of consumer complaints against travel
agencies had increased dramatically from 269 in 2010 to 798 in 2011. However,
between 2012 and 2013, the complaints had gradually declined from 798 to 636.
Meanwhile, in 2014, the graph shows that the complaints had increased sharply from
636 to 977. Surprisingly in 2015, the complaints sharply increased again to 1585
complaints. Thus, it can be concluded that the services of travel agencies have been the
major source of dissatisfaction among tourists. Therefore a proper solution should be
identified and implemented in order to preserve the interests of consumers and gain
their confidence in using the travel agencies services.

In this regard, the MOTAC and the TCC have received many consumer

complaints about umrah packages which are common types of tour package offered by

5 Source: Tribunal for Consumer Claims Malaysia, Ministry of Domestic Trade, Co-operatives and
Consumerism



Muslim friendly travel agencies. This service has been offered by Malaysian tour
agencies for many past year to cater for the religious and spiritual demands of the
Muslim community. The increase in complaints related to umrah packages is a matter
of great concerns and in 2015, the number of complaints on umrah packages has

increased dramatically, compared to the past four years as illustrated in figure 3.
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Figure 3: The Total Numbers of Consumer Complaints against Umrah packages
2010 - 20155
Figure 3 illustrates the total number of consumer claims received by the Tribunal for
Consumer Complaints relating to umrah packages from 2010 until 2015. The numbers
of the claims rose gradually from 407 to 428 in 2011 and there was a slight decrease in
2012 from 428 to 381. However, in 2013, the complaints had increased gradually from
382 to 426 and followed by a marked increase from 426 to 605 in 2014. The complaints

continued to increase sharply in 2015 to 1437 claims. Therefore, it can be seen that

6 Source: The Tribunal for Consumer Claims Malaysia, Ministry of Domestic Trade, Co-operatives and
Consumerism



umrah packages is one of the main issue for Muslim consumer and the proper solution
should be implemented in order to protect Muslim consumers’ rights.

The increasing trend of complaints in tourism industry, as shown by the analyses
of the current statistics especially on travel agencies service calls for a study to identify
and analyse the real issues before coming up with proper solutions. In this regard, this
research is vital for the improvement of consumer protection in the tourism industry

generally, and particularly in Muslim friendly hospitality services.

1.3 SIGNIFICANCE OF RESEARCH

The study is a pioneering effort to understand the issues of consumer protection in travel
agencies services with special focus on Muslim friendly hospitality services. This
research is undeniably important as it will make a great contribution to the stakeholders
of tourism industry, including legislative bodies, enforcement agencies as well as travel
agencies as the service providers. Ultimately, the consumers or travellers/ tourists as the
main stakeholders of this thesis will have better protection when dealing with the travel
agencies. The proposed legal reform and guidelines for the Muslim friendly travel
agencies services can assist the industry in providing services that suit the needs and
expectation of Muslim travellers. The study sheds light on the further improvement of
the law and policy in enhancing consumer protection in Malaysia and supporting the

development of Muslim friendly hospitality services.



