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The Competition, Consumer Trust and Consumer Choice Review (“CCT Review”) examines whether the expansion of gTLDs has promoted competition, consumer trust and consumer choice, as well as the effectiveness of the new gTLD application and evaluation process and the safeguards established to mitigate issues arising from increasing the number of gTLDs.  In addition to supporting the comments submitted by the ICANN Governmental Advisory Committee, which focus largely on safeguards, the United States Government (USG) is pleased to share the following additional comments on the draft report.  The USG comments below look primarily at the issue of competition and focus on two main points: 
(1) the need for a more thorough cost-benefit assessment of the new gTLD program to accurately evaluate the program; and, 
(2) the need for a competition analysis based on price, quality, and quantity information.

1. Need for a more thorough cost-benefit assessment of the new gTLD program
The CCTRT itself notes that it has been unable to complete a cost-benefit analysis in a rigorous way, as the new gTLD program is quite young and cannot be readily evaluated given that the available data are incomplete and insufficient.[footnoteRef:1]  The CCTRT’s draft report notes that the new gTLD program has produced some benefits, particularly in the form of increased consumer choice.  The draft report, however, also discusses a number of items suggesting that the program has imposed potentially significant costs on consumers and other market participants, including: the majority of second-level domains registered in the new gTLDs are in a “parked” status and are not used as identifiers for Internet resources; there are large numbers of defensive or duplicate registrations; significant costs are incurred by some trademark owners; and there are a growing number of WHOIS-related complaints.[footnoteRef:2]  [1:  CCTRT Draft Report at 3, 8, 29.]  [2:  Id. at 33, 53-54, 56, 77. ] 


The USG agrees with the CCTRT that additional data and further review are required to determine the costs associated with these items.  The USG also concurs with the CCTRT’s conclusion that additional information is required to assess the overall DNS abuse associated with the gTLD expansion effort and to measure the effectiveness of any safeguards adopted to mitigate such abuse.[footnoteRef:3]  Part of this latter effort should include an effort to estimate expenditures incurred by registrants and other market participants to mitigate or prevent abuse facilitated by the new gTLDs. [3:  Id. at 71-94.] 


The CCTRT recommended that “ICANN enhance its capabilities to gather and analyze data, including that used by the ICANN Contractual Compliance department, prior to further expanding the gTLD program.”[footnoteRef:4]  The USG sees great merit in the CCTRT’s recommendation and further recommends that this data be used as part of a cost benefit evaluation that would be helpful to the consideration of potential further expansion of the gTLD program.  [4:  Id. at 4.] 


2. Need for a competition analysis based on price, quality, and quantity information
Although the CCTRT acknowledges that it needs significant additional information to assess the competitive effects of the new gTLD program, it states that the “[i]nitial indication” is that the program has led to “a modest increase in competition.”[footnoteRef:5]  As such, the USG notes that since this process is in its infancy and because the CCTRT had access to limited information, at this point in time it is quite difficult to predict whether the new gTLD program will lead to increased competition in the future.  In light of this, the USG recommends the CCTRT consider the following concepts that should shed light on the subject moving forward. [5:  Id. at 8.] 


The CCTRT acknowledges that it did not have sufficient information to assess market rivalry and properly define the markets in which new gTLDs compete.  Rather, the CCTRT, relying upon available data, calculated market shares using a variety of alternative market definitions, but was unable to effectively examine whether customers view the products as economic substitutes in any of the alternative markets.[footnoteRef:6]  The USG notes that additional information would help build more accurate market share calculations and assist in the CCTRT’s assessment of competition among gTLDs. [6:  Id. at 30.	] 


At this stage of its work, the CCTRT primarily bases its competitive assessment on the growth in registrations in the new gTLDs.[footnoteRef:7]  Such growth, however, does not provide a completely accurate view of whether there is increased competition or market rivalry among gTLDs, especially to the extent firms register names in new gTLDs as a defensive measure or for other reasons unrelated to competition. [7:  Id. at 31.] 

 
The USG concurs with the CCTRT that it is impossible to assess the competitive effects of the expansion of gTLDs without collecting and studying price data and therefore believes that even initial conclusions on competitive effects are premature.[footnoteRef:8]  Evidence of market rivalry would tend to show that a competitive act by one or a group of competitors, such as a price decrease or an increase in quality, had an adverse effect on the demand (quantity) for another competitor’s product.  The USG recommends that the CCTRT examine a time series of price, quality, and quantity data for each TLD as that would help in assessing market rivalry among gTLDs.  To enable a more meaningful assessment of the competitive effects of the new gTLD program, the CCTRT should consider recommending that ICANN collect the necessary price, quality, and quantity data, as well as complementary survey or interview information. [8:  The CCTRT also notes that “in 92% of the cases in which a second-level domain was available in .com, the registrant nonetheless chose a second-level string in a new gTLD.”  Id. at 5.  The United States understands, however, that the 92% figure was derived by taking all new gTLD registered domain names, removing the period separating the second-level domain from the new TLD, and then checking to see if that combined string was available on .com.   Id. at 55.  For example, the comparable .com domain for insurance.xyz would be insurancexyz.com.  For most names this approach seems less important to potential gTLD registrants, especially in the most popular new gTLDs, .xyz, .top, and .loan.  The example in the draft report – bigshotphotography.com versus bigshots.photography – focuses on an exceptional circumstance where the formula does not result in a less meaningful second-level domain in .com.  Therefore the “92%” statistic provides only a limited view into whether competition between .com and new gTLDs may exist.] 


The United States thanks the CCTRT for the opportunity to comment on its draft report. 
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