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SUMMARY

This paper briefly discusses and emphasizes the need for continued regulation of
computer reservation systems (CRSs) despite the current development in airline
product distribution.

Action by the conference is in paragraph 4.1.
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1. INTRODUCTION

1.1 The advent of computer reservation systems (CRSs) has undeniably provided airlines with
a new and valuable tool for the distribution of their product. The CRSs have provided tremendous benefits
for airlines, travel agencies, and consumers due to their efficiency.

1.2 Originally the CRSs were developed and owned by individual airline or group of airlines for
booking and ticket sales by travel agencies. In the last few years there have been some changes in the
ownership of CRSs, with some of the airline owners divesting, fully or partially of their ownership share.
Public share holding in the CRSs now forms a significant portion.

1.3 In the last decade there have been tremendous developments in airline product distribution
particularly related to the internet technology. The internet has provided the airlines with the potential for
increasing direct sales thereby providing the opportunity to reduce their dependence on CRSs and travel
agencies. However these developments are still at an early stage. African carriers and other airlines in
developing countries are constrained from benefiting from development in internet technology due to under
developed communications, high cost, foreign currency and credit card restrictions and limited accesses to
computers by the vast majority of the population.

2. THE NEED FOR REGULATING CRSs

2.1 The practice followed by the CRSs have been important to airline competition and consumer
welfare because of the travel agencies’ dominant role in airline product distribution and their reliance on
CRSs to meet their customer’s needs for advice and bookings.

2.2 As travel agencies traditionally have sold the bulk of airline tickets, it soon became apparent
that the airlines that controlled the CRS might use them to prejudice the competitive position on non-owner
airlines and to provide information to travel agents that gave undue preference to the services operated by the
owner airlines.

2.3 Therefore countries where the major CRSs are established and operating like the United
States, Canada and the European Union took measures to regulate the activities of CRS to prevent practices
that distort competition in the airline business as well as travel agencies.

2.4 Internationally ICAO developed in 1991 the ICAO CRSs Code of Conduct which formed
the basis for codes of conduct in various regions and national regulations. Without such codes of conduct and
regulations small airlines, particularly from the developing countries, would not have been able to effectively
participate in international air transport and benefit from the CRSs.

2.5 We fully recognize the importance of the recent developments in the airline product
distribution, particularly the growing importance of the internet as a vehicle for selling of airline tickets and
the changes in the ownership of the CRSs. We also note with some concern, that in response to and as a result
of the above developments, the need for the continued regulation of CRS’s activities has come under question
by regulatory authorities in some of the major CRSs’ countries.

2.6 However, it is our view that these changes in airline distribution and CRSs’ ownership so
far have not substantially eroded the CRSs’ market power. Despite the advent of the internet, travel suppliers,
most of the airlines and particularly airlines from developing countries will continue to depend substantially
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on the CRSs to distribute their product.

3. CONCLUSION

3.1 The African States fully subscribe to the conclusions stated in the ICAO document
ATConf/5-WP/14, particularly the need for ICAO’s continued monitoring of developments with regard to
new regulations covering airline product distribution through the internet. In addition, the African States
invite the Conference to reflect in their conclusions that:

a) despite the new developments in airline distribution and change in ownership of CRS
the original rationale for regulating the activities of the CRS through national regulations
or Codes of conduct still holds valid; and

b) in the processes of modifying or amending the existing regulations or codes of conduct
to accommodate new developments in airline products distribution, States should take
note that development in internet technology is not evenly distributed and that many
airlines in developing countries have not yet benefited from such developments.

4. ACTION BY THE CONFERENCE

4.1 The conference is invited to recommend that ICAO undertake further studies to determine
the extent of amending the codes of conduct to accommodate the internet.

— END —


