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May 13, 2003

Dorothy Beard

Chief, Docket Branch

Department of Transportation

400 7th Street, SW

Room PL-401

Washington, D.C. 20590
Re:  
The Progress & Freedom Foundation’s Notice of Intent to Participate in the Computer Reservation System Rulemaking Public Hearing, Docket OST-97-2881________________________________________________                                                                                                   

The Progress & Freedom Foundation (“PFF”) hereby submits this Notice of Intent to Participate in the Computer Reservation System (CRS) Rulemaking Public Hearing, scheduled for May 22, 2003, in response to the Department of Transportation’s (“Department”) Notice of Public Hearing issued on May 12, 2003.   PFF is a private, non-profit, non-partisan research institution established to study the digital revolution and its implications for public policy.  PFF has studied the explosion of online travel distribution services and specifically examined the proposed revisions to the CRS regulations and the controversy surrounding Orbitz.

At the hearing, PFF will address the desirability of retaining a pervasive system of regulation of the CRS services.  As in its previously filed comments, PFF intends to respond primarily to the Department’s invitation “to comment on possible alternatives that could reduce the extent of regulation and lead to a phase-out of the rules,” and explain why the Department should terminate its current CRS regulatory system in its entirety.
  

In particular, PFF plans to focus on the following two topics:

· The adequacy of the Department’s assessment of CRS “market power” and its evaluation of whether market forces can protect consumers.  Specifically, PFF would emphasize, inter alia, the following points:

· Recent developments – especially Internet distribution and reduced airline control of CRSs – increase the competitive pressures facing CRSs and undermine the basis for concern regarding anticompetitive conduct by CRSs.  Ongoing innovation can be expected to further increase competitive pressures in the market.

· The bargaining strength of airlines, the rivalry among CRSs for travel agents, and the competition among travel agents to serve air travelers all severely constrain CRS conduct.
· The dangers posed by continuing to impose pervasive and detailed regulations on CRSs in light of the dynamic nature of that market.  Specifically, PFF will address, inter alia, the following points:

· Advances in technology and developments in the marketplace have rendered the current regulations increasingly obsolete even as this proceeding is unfolding.  

· The CRS regulations result in unintended consequences, especially as the marketplace changes. 

· Consumers will not be able to fully benefit from the expanding rivalry between traditional and Internet-based distribution, since DOT continues to shackle the former channel with outmoded regulations while it (correctly) abstains from regulating the latter. 







Respectfully submitted,








William F. Adkinson, Jr.








Senior Policy Counsel

The Progress & Freedom Foundation

1401 H Street, NW, Suite 1075

Washington, D.C. 20005

(202) 289-8928

wadkinson@pff.org
� PFF has previously submitted comments regarding the CRS Notice of Proposed Rulemaking in this proceeding.  PFF’s scholars have published several papers regarding Orbitz.  See William Adkinson and Thomas Lenard, Orbitz: An Antitrust Assessment,” 16 ANTITRUST 76 (Spring 2002); William F. Adkinson Jr. and Thomas M. Lenard, “Revise Orbitz’s Fight Plan: Serious Competitive Risks Outweigh Questionable Benefits,” Progress on Point 8.13, June 2001; William F. Adkinson Jr. “Orbitz Should Still Pop Up on Antitrust Agencies’ Radar Screens,” Progress on Point 10.7, March 2003). 


� Department of Transportation, Notice of Proposed Rulemaking, Computer Reservations System (CRS) Regulations, 67 Fed. Reg. 69366, at 69375 (November 15, 2002) (“NOPR”).





