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++++++++++

DOJ recommends changes to CRS regulations 

The US Dept. of Justice yesterday called on the Dept. of Transportation to end price regulations in the CRS industry "that require CRSs to charge all airlines the same prices for the same services." 

DOJ said the regulations "had not brought CRS fees down to competitive levels and may have hampered the ability of some airlines to negotiate lower CRS fees." The department also noted that with the rise of Internet distribution, airlines are beginning to bypass the CRSs.

DOJ recommended that DOT retain rules "that prevent CRSs from biasing their information against particular airlines and rules that require equal treatment in the updating of airline information in their systems." DOT has proposed extending some of its CRS regulation beyond their 2004 expiration date. 

++++++++++
If the DOT goes along with these recommendations ... as I expect they will -- the CRSs (GDSs) will find themselves in an entirely new dynamic.  

The new strategies of each of the GDSs have been "in play" for the better part of three to five years now (depending on which GDS one is referring to) -- but with the demise of the DOT CRS regulations; those strategies will necessarily flourish as the GDSs compete among themselves and with the new Internet providers challenging the current distribution channel with lower delivery costs.  

It will be interesting to see how quickly the major airlines are able to respond to this new opportunity.  Many will seek to revert to the GDSs as the GDSs offer lower competitive costs among themselves.  However, the GDS gateways to the airlines are a choke-point in the system; still dependent on AIRIMP or other EDIFACT message structures. 

To compete, particularly with the low cost carriers (LCCs), the traditional users of the GDSs will have to restructure the information they move through their electronic channels -- which necessarily take them outside the legacy message structures of the current environment.  The faster an airline does this across the full spectrum of its booking demand, the faster they will be able to respond to the needs of their customers.  

The issue goes beyond booking ... to the key element of managing and using real-time data to provide virtual market strategic advantage over competitive airlines that do not make the transition. The ability to access, update and disseminate information interactively and against pre-defined, but automated customer-specific rule-sets, is not only a competitive edge, but essential to sustaining control over existing markets. 
This is the primary way that many LCCs like Southwest, JetBlue, AirTran, RyanAir, etc., are able to effectively grab new business from the traditional carriers.  Their lower costs are as much obtained from effective information management of the entire airline seat-production process -- from marketing and distribution right down to aircraft fleet management and operational control!  

The "release" of the established carriers from the information management conventions of the past offers, in my view, represents the most significant opportunity for restructuring the present airline infrastructure that has come along in the past 20 years.  It will be interesting to see to what extent, the DOT actually implements the DOJ recommendations.  And of equal interest ... will be how the EC reacts with respect to its own CRS regulations.  
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