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Introduction

On July 1, 2026, the US Department of Transportation (DOT) issued a Notice of Proposed
Rulemaking titled Enhancing Flexibility of Air Fare Price Advertising.?

The proposed rule would weaken DOT’s Full Fare Rule* (FFR) by eliminating the requirement
that the total price be advertised more prominently than the components of the price. The
proposed rule would also eliminate nine airfare price advertising guidance documents.

As an alternative to the proposed rule, DOT is also considering completely repealing FFR, which
would allow airlines and ticket agents to advertise only the base fare upfront, and disclose taxes
and fees separately.

Since FFR took effect in January 2012, it has benefited consumers by informing them clearly of
the total price they have to pay for commercial airplane tickets. The rule has enabled consumers
to make more informed choices when booking reservations. To the extent it undermines the
existing FFR framework, the proposed rule would harm consumers, forcing them to spend more
time comparing competing flight itineraries and causing many to pay more for the flights they
ultimately purchase.

If implemented, the proposed changes would make it more difficult for consumers to identify the
total price of an airline ticket, thus resulting in higher search costs and more buying mistakes.

Yet the proposed rulemaking notice fails to recognize the harms to consumers from modifying or
eliminating the FFR and makes no attempt to quantify them.

I recommend leaving the FFR unchanged, as well as any implementing guidance.

The benefits to consumers from the full fare rule

The Full Fare Rule requires airlines and travel agents to state the total price, including taxes and
fees, in their advertisements to consumers. The total price must be the first price that consumers
see. The base fare, government taxes, and fees may be displayed separately as components of the
total price, but only in a smaller font than the total price. Prior to FFR, airlines and travel agents
could advertise the base fare first and disclose taxes and fees separately.

In a study of the FFR, Bradley and Feldman (2020)° show that the rule has provided large
benefits to consumers. After airlines and ticket agents were required to display the total price to
consumers upfront, the fraction of the taxes that airlines were able to pass on to consumers fell
by 75 cents for every dollar of tax. When consumers could readily see the total price, they

3 Enhancing Flexibility of Air Fare Advertising, Notice of Proposed Rulemaking, July 1, 2026:
https://www.federalregister.gov/documents/2026/07/01/2026-13294/enhancing-flexibility-of-air-fare-price-
advertising#footnote-8-p39934

4 Department of Transportation Full Fare Rule (2011): https://www.ecfr.gov/current/title-14/chapter-II/subchapter-
F/part-399/subpart-G/section-399.84#p-399.84(a)

5 Bradley, Sebastien and Naomi E. Feldman, “Hidden Baggage: Behavioral Responses to Changes in Airline Ticket
Tax Disclosure,” American Economic Journal: Economic Policy, 2020 12(4): 58-87:
https://pubs.acaweb.org/doi/pdfplus/10.1257/p01.20190200.
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switched from high-tax routes to low-tax routes. The study showed that after FFR, a 10 percent
increase in taxes was associated with an 8.4 percent reduction in passenger volume on average. A
study of live event ticket sales found similar results. In a field experiment using Stubhub ticket
sales, Blake, Moshary, Sweeney, and Tadelis (2018)¢ show that when the total price included
taxes and fees, consumers were more likely to choose cheaper tickets or abandon purchases
compared to when the fees and taxes were only disclosed at the end of the transaction.

This result is not surprising when you consider how FFR simplified the task of searching for
flights. Disclosing taxes separately from the air fare increased search costs and the cognitive
costs of finding and choosing a flight. A consumer’s choice was either to incur higher search
costs or to make an incomplete, less informed decision that could result in a more costly flight.
Consumers are people, not computers. To make accurate comparisons among fares, they would
have to add up the components of the price for all alternative itineraries and write them down.
This is time consuming. If consumers decided to forgo this costly procedure, they could not
accurately compare the total fares of all the competing flights. Presenting consumers with the
total price including taxes and fees makes it easier for them to make the best choice.

Table 1 from Bradley and Feldman (2020), reproduced below, provides an example of how
widely taxes can vary for flights between the same origination and destination. The table displays
data from three flights that originate in New Yorks City’s JFK airport and end in Tel Aviv. The
base fare, shown on the first line, is the price that airlines would have advertised to consumers
before the FFR took effect. The total fare, including taxes, is on the last line. For each of the
three itineraries, the base fare is practically identical, differing by little more than one percent.
However, the taxes on the three itineraries vary from $88.96 to $195.36, resulting in substantial
differences in the total price. As a result, the total price differs by $94.40 between the highest-
and lowest-priced itineraries, a difference of 9.7 percent.” This example illustrates why requiring
consumers to see the total price upfront, rather than the base fare alone, is fundamental to the
FFR’s goal of promoting transparent price comparisons.

¢ Blake, Thomas; Sarah Moshary; Kane Sweeney; and Steven Tadelis (2018), NBER Working Paper 25186:
https://www.nber.org/system/files/working_papers/w25186/w25186.pdf.

7 The differences in taxes on domestic flights are typically smaller than on international flights, but still differ

depending on how many stops the flight makes.
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VOL 12804 BRAMLEY AND FELIMAN: HIDDEN BAGGAGE k]

Tavre | —Sanmper e Tax axp Fare Decompeositios: New Yous Covy (JEK) o TEL Aviv (TLY |
JFKE-TLY JFK-FCO-TLY  JFK-CDG-TLY
TLV-IFK TLV-TFK TLV-CDG-TFK
(1) (2 (3

Base Fare FHEE00 FHHE.00 SET3.00
Fare T T K73.0M

(e wchich mentay charges)” 16.56 22 B 367
Fuel surcharge | Y or YR ) 360D Bl {100
Total Ticket Taxes SHE. 90 S112.26 S195.36
US Intl Departure and Arrival Tax {US) 35.00 3500 35000
US Sept. 11 Secunity Fee {AY) 5.60 5.60 3.641
US Passenger Facility Charge | XF) 4.50 4.50 450}
USDA AFHIS Fee [ XA) 5.00 5.00 5.00
LS Immiegration Fee (XY 740 700 TAH}
US Cuostoms Fee [YC) 5.50 5.50 550
Israc] Departore Tax {IL) 2636 2636 2636
lsracti Security and Insurance Surcharge (AP} L.
Italy Passenger Service Charge Departure (M) L 1]
Italy Council City Tax (HB) I ]
Italy Security Charge (VT) ER i
Italy Emboarkation (IT) (LY
French Intl Passenger Service Charge (QX) 52N}
French Amrport Tax (FR) FE20
Total Fare S973.9% S997.26 F1L06E36

“ Alrcratt-specific nontax charges are based on 2014:11 levels {in current USS) and include various airport

fees, including takeoff and linding charpes. parking and termingl fees. noise and environmental charges,
navigotion charges, etc. Charges are allocated on o per passenger basis assuming 10 percent seating
capacily utilization.

B AP applies only o flights operated by the Israeli national aidine, EL AL.

Bowrces: ITA Software and RDC Avistion

The proposed rule would not eliminate FFR but would modify it by allowing airlines and ticket
agents to list components of the fare as prominently and in the same font size as the total fare.
While this would not result in as much consumer harm as eliminating FFR, it is a step in the
wrong direction. Reducing the prominence of the total fare relative to the components could only
serve to make the total price more confusing and less clear to consumers.

The most important function of an advertised price is to inform consumers of what they have to
pay for a product or service. The airlines would prefer to emphasize the components of the price,
making them as prominent as the total price. However, the information provided by the
components of the price is not as important as the total price and leads some consumers to
misunderstand the price they must pay. That is, consumers benefit when the total price is
displayed more prominently than its components.
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The airlines have argued that requiring that the total price be more prominent than the
components is arbitrary and capricious. This is not true, as the requirement has a well-reasoned
rationale: it allows consumers to see the amount of money they have to part with to buy an
airline ticket. This is not simply a theoretical rationale, it is supported by research showing that
consumers save money when the total price is advertised prominently upfront.

The proposed rule does not recognize any consumer benefits from FFR

DOT states that the proposed rule is not a significant regulatory action under Executive Order
12866.

However, the DOT has not conducted any analysis or studies to determine how the proposed rule
would affect consumers. Modifying or eliminating FFR would increase consumer search costs
and result in a deadweight loss from consumers spending more on air travel than they would if
they had a clear understanding of the total price.

Significant economic costs are likely to be imposed by the rule. Hundreds of millions of airline
tickets are sold annually in the US. The increase in search costs alone could make the proposed
rule a significant regulatory action under Section 3(f)(1) of EO 12866. US ticket agents sold
292.8 million tickets in 2025, with revenues of $100.4 billion.® Although the number of tickets
sold directly by US airlines is not reported, we can estimate it as 253.1 million by using total
industry ticket sale revenues, which were $187.2 billion in 2025.° The estimated total number of
total tickets sold is 545.9 million.!® Using this estimate, if the proposed rule increased search
time by just one minute per ticket, the total increase in search costs would be $343 million.!!

In addition to increasing search costs, the proposed rule would increase the amount that
consumers pay for airlines tickets. Although this would be a transfer from consumers to the
airlines, and technically not a cost of the proposed rule, it does indicate the potential for
consumers to pay more from being misled by the proposed changes in how prices are advertised.

8 Chipkin, Harvey, US-Based Travel Agency Air Ticket Sales Set Record, Says ARC, January 19, 2026, Business
Travel Executive. https://www.businesstravelexecutive.com/news/us-based-travel-agency-air-ticket-sales-set-
record-in-2025-says-arc/

° Bureau of Transportation Statistics:https://www.bts.gov/newsroom/us-airlines-profited-60-billion-2025-decrease-
over-2024

10'We estimate the total number of airline tickets sold by both ticket agents and airlines in 2025 using the available
data: the number of tickets sold by ticket agents, ticket agent revenue, and industry revenue. To determine the
airline revenue from direct sales, we subtract ticket agent revenue ($100.4) billion from total industry revenue
($187.2), which equals $86.8 billion. The average fare for ticket agents was $100.4 billion divided by 292.8
million tickets, or $342.90 per ticket. Assuming that the average ticket price was the same for ticket agents and
airlines, we can estimate the number of tickets sold directly by the airlines by dividing the airlines’ total revenue
of $86.8 billion by the average fare of $342.90, which is 253.1 million. Adding the estimated number of tickets
sold by airlines, 253.1 million, to the number of tickets sold by ticket agents, 292.8 million, results in the number
of tickets sold by the industry in 2025 of 545.9 million.

' An increase search time by one minute per ticket would total 545.9 million minutes, or 9.1 million hours. At an
hourly wage rate of $37.64 per hour, this would result in an increase in search costs of about $343 million. The
wage rate of $37.64 is the from the Federal Reserve Bank of St. Louis report that average hourly earnings of
private employees in June 2026 was $37.64. https://fred.stlouisfed.org/series/CES0500000003.

THE GEORGE WASHINGTON UNIVERSITY REGULATORY STUDIES CENTER 5



In 2024 over $34 billion in airline ticket taxes were paid by passengers.'? As mentioned above,
Bradley and Feldman show that after the FFR was implemented, the fraction of the taxes that
airlines were able to pass on to consumers fell by 75 cents for every dollar of tax. The proposed
rule, by weakening FFR, would result in consumers paying more for airline tickets

I recommend that the DOT not adopt the proposed rule. If, however, the agency continues with
this rulemaking, the DOT should conduct analyses to estimate the economic impact from the
proposed rule.

The Internal Revenue Code used to justify the proposed rule is consistent
with FFR

The DOT uses a provision of the Internal Revenue Code to justify modifying FFR. DOT states
that:

These proposed changes would ensure greater flexibility in how air fare is
displayed while ensuring information is presented clearly to consumers, and in
conformity with the intent of Congress as articulated in a provision of the Internal
Revenue Code establishing standards for the display of taxes in advertisements
for air transportation [italics added].'?

Like the FFR, Internal Revenue Code § 7275 emphasizes the importance of stating the total price
of air travel to the consumer:

In the case of transportation by air all of which is taxable transportation (as
defined in section 4262), the ticket for such transportation shall show the total
of— (1) the amount paid for such transportation, and (2) the taxes imposed by
subsections (a) and (b) of section 4261.

The Internal Revenue Code goes on to say that if the components are advertised separately,
which is not required, the total price must be at least as large as the components. '*

FFR and the Internal Revenue Code, while not identical, are in conformity. FFR requires that the
total appear larger than the components, and the Internal Revenue Code says that the total must
be at least as large. Both have the goal of making the total price clear to consumers. Requiring
that the total price appear larger than the components is simply a better way to make the total
price clear and understandable.

12 “Specific taxes on the use of air transport,” IATA (November 2025): https://www.iata.org/en/iata-
repository/publications/economic-reports/specific-taxes-on-the-use-of-air-transport/.

13 Enhancing Flexibility of Air Fare Price Advertising: https://www.federalregister.gov.d.2026-13294/p-3

14 Internal Revenue Code § 7275. Penalty for offenses relating to certain airline tickets and advertising:
https://www.govinfo.gov/content/pkeg/USCODE-2024-title26/pdf/USCODE-2024-title26-subtitleF-chap75-
subchapB-sec7275.pdf
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Conclusion

In conclusion, the proposed rule, Enhancing Flexibility on Air Fare Price Advertising, would
serve to make airline price advertising more confusing to consumers and lead to consumers
making more mistakes in their buying decisions. Watering down or eliminating the FFR would
result in higher consumer search costs and in consumers paying more for their air transportation.

The most important purpose of price advertising is to present consumers with clear,
uncomplicated information about the total price they have to pay for a product or service.
Making the components of the price more prominent, which correspondingly makes the total
price less prominent, would complicate this information and harm consumers.

Therefore, I recommend leaving the FFR unchanged, as well as any guidance necessary to
uphold it.
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