U.S. Department of Transportation                           -3-                                                         March 17, 2003






[image: image1.wmf]
March 17, 2003

Docket Management Facility

U.S. Department of Transportation

Room PL-401

400 Seventh Street, SW

Washington, DC  20590

RE:   
Docket No. OST-97-2881; Docket No. OST-97-3014; Docket No. OST-98-4775


Computer Reservation System (CRS) Regulations; Statements of General Policy; 

14 CFR Parts 255 and 399

To Whom it May Concern:

AAA appreciates the opportunity to provide comments on the Department’s Notice of Proposed Rulemaking regarding computer reservation systems, as well as the Statements of General Policy clarification regarding the disclosure of service fees by travel agencies.  
AAA believes that travel agencies provide a tremendous service to the traveling public.  They provide objective advice and multiple options, guidance regarding safety and security while traveling, and easy access to travel sales and service.  The GDS rules should continue to provide support for the travel agency channel of distribution.
The travel and tourism landscape has changed dramatically in the past few years, and recent events demonstrate that the industry is still evolving.  The alternative pricing scenarios proposed by two GDSs to allow agencies access to airline web fares have met with little success.  In addition, the last GDS, which was totally airline-owned,  has recently been purchased by non-airline investors.  Implications of this sale will be determined based on the nature of the continuing relationship between Worldspan and its former exclusive airline owners. 

Because the economic model for the GDS industry is still very much in a state of flux, AAA advises caution in making significant regulatory changes at this point.  However, AAA does stand behind our previous comments regarding the existing GDS rules, and would like to emphasize the following points for your consideration.

Mandatory Participation
The proposed rulemaking seeks to eliminate the mandatory participation rule, arguing that such a change would allow airlines to negotiate better terms for GDS participation.  AAA believes the rules should continue to require airlines which have ownership, financial, or marketing interests in any one GDS, to participate in all GDS systems.  AAA would like the rules to go further to require that any airline participating in any GDS, would have to participate in all GDSs. If airlines are allowed to selectively participate in certain systems, agencies could find themselves contracted to a GDS that does not display information for an airline requested by their customer or required by their corporate accounts. 

Installing a GDS to obtain a specific airline’s inventory would be burdensome.  Use of multiple systems, which could be needed to guarantee access to all airline information, would be costly for travel agencies and Internet providers.  Multi-GDS operations also result in less beneficial GDS agency contracts (due to diluted segment production), higher training liabilities, and taxing support systems.

Until the distribution landscape has been clarified, and easily deployable technology for multi-access is readily available, mandatory participation is a prudent requirement to ensure consumers receive the best available airfares.

Display Bias
AAA agrees with the proposal to readopt the prohibition against display bias for GDSs.  Financial interests of the systems and their owners should not determine what consumers and corporations book.  It is common knowledge that system users tend to sell flights from the first few pages of an availability display.

However, agents should be allowed to preference displays using software that is available. This is needed to fulfill the contractual requirements an agency may have to a corporate account, or to preference airlines that have offered discounted fares to their customers.

Contracts and Productivity Pricing

DOT requests comment on the maximum permissible length of subscriber contracts.  AAA believes there should be no limits on the length of GDS contract terms.  The terms should be negotiated between the travel agency and the GDS.

Regarding productivity pricing, as long as the GDSs main source of revenue continues to be booking fees from suppliers, productivity based pricing should be allowed.  However, shortfall penalties for failing to achieve pre-determined segment volume should be eliminated.  Many times, decreased production cannot be foreseen by the travel agency and may result from decreased air traffic volume due to economic conditions.  AAA faced substantial shortfall penalties in a previous GDS agreement and could have been liable for over $10,000,000 per year in penalties due to declining air sales.

Finally, airline discounts should not be tied to the use of a specific GDS.  AAA’s previous stance regarding limiting liquidated damages remains the same – tying damages to alleged lost booking fees is no longer a logical approach in an uncertain travel economy.

Internet
Internet sites owned by more than one travel provider should be subject to the GDS rules.  These types of sites are performing GDS functionality and should be governed by the same rules.  Orbitz and Expedia have begun offering their booking capabilities to agencies.
AAA continues to believe that equal access to all airline inventory and pricing regardless of distribution channel is important.  Current tools available to travel agencies to access Internet fares are either too expensive or inefficient.  In the case of AAA, to have access to two carrier’s Internet fares--through the Galileo Momentum program--the extra cost would have been approximately $600,000 per year. 

Travel agents provide an important service to a large segment of the traveling public, and the interests of these consumers should not be ignored as the market changes.  Because travel agencies sell approximately 70% of all airline tickets, the existing infrastructure of airline call centers, ticket offices and Web sites could not even begin to handle the volume of customers if travel agencies no longer provide airline tickets.  If agents had access to those same fares, they not only could provide more complete options for consumers, but also could advise them of other options, which may be more favorable to their desired schedule or special needs.

Relying on Internet fares alone leaves consumers at the mercy of technology that many distrust, refuse to utilize, or forces them into a maze of endless telephone calls to travel carriers to compare prices and travel schedules.

Fee Disclosure
Regarding fare advertising, DOT invited comment on the disclosure of travel agency serviceservice fees.  Agencies should be required to disclose their service fees to the consumer. 
 AAA recommends that agencies should have the option to list their service fees separately or include them on the transportation documents given to the consumer. 
 The consumer should be charged one fee for the entire transaction and receive just one charge.
Conclusion
AAA urges the DOT to not make radical changes to the GDS rules at the current time.  Ultimately, AAA believes that no regulations should be necessary as the ownership, distribution channels, and economics of the travel distribution system are rationalized by market forces.  A transition period will, most likely, be necessary, involving some continued regulation.  Radical modification of existing GDS rules is not recommended at this time, other than those supported in the aforementioned recommendations. 
Sincerely,
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Sandra Hughes

Vice President, Travel Services
