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Air service liberalization is a process of entering into air service agreements characterized by
freer market access, minimal airline capacity regulation, and significantly reduced
governmental controls on airline pricing (ICAO 2018). Many scholars have pointed out that
air service liberalization policy improves air connectivity and air traffic growth, contributing
to the country's integration into well-developed markets and greater economic development
(Arvis et al. 2011). Hence, air service liberalization has become extremely important for
developing economies. Therefore, Kyrgyzstan, one of the low-income landlocked economies in
CIS, which has faced the challenges of having low "air connectivity" and the worst "air
transport infrastructure” and "openness of air service agreements" in the region (WEF 2019),
has attempted to reform its international air transport by introducing some degree of air
service liberalization. Under these circumstances, the government has introduced the "5t
Freedom of the Air" liberalization policy as one of the national strategic objectives into
Kyrgyzstan's National Development Strategy 2018-2040.

Through the analysis of Kyrgyzstan's case, this study examines to what extent the
government‘has implemented the policy of air service liberalization. Moreover, the current
work also identifies institutional constraints in the process of the policy implementation of
the liberalization and simulates the potential impacts of the continuation of liberalization on

Kyrgyzstan's air transport sector. By so doing, the author formulates policy



recommendations and tasks from the study's findings addressed to the government to ensure
further air service liberalization and provide adequate air transport infrastructure to support
the reform of liberalization.

The research for this study is based upon a literature review and official dataset. The Air
Code of the Kyrgyz Republic, Concept of Privatization of National Airline "Kyrgyzstan Aba
Zholdoru," Concept of Civil Aviation Development for 2002-2008, Civil Aviation Development
Program for 2016-2020, National Development Strategy for 2018-2040, Kyrgyzstan's
Bilateral Air Service Agreements, and regulations on government agencies were collected
from the Centralized Data Bank of Legal Information of the Ministry of Justice of the Kyrgyz
Republic. The datasets on Kyrgyzstan's air traffic statistics were collected from the Civil
Aviation Agency of the Kyrgyz Republic. Online databases of Kyrgyzstan's National
Statistical Committee and the Kyrgyz Stock Exchange were utilized for collecting data on
Kyrgyzstan's economy and sector performances. Kyrgyzstan's air transport indicators and
reports were collected from online platforms of the World Bank, World Trade Organization,
World Economic Forum, and International Air Transport Association. The study's levels of
analysis utilize assessment tools based on qualitative and quantitative techniques
throughout the thesis chapters.

The first chapter provides a general introduction to the study. It highlights the background of
the study, with the literature review of air service liberalization, economic justification, and
statement of the research problem and research objectives/questions. It also describes the
significance and limitations of the study and the thesis organization structure while applying
the research methodology.

The second chapter demonstrates an overview of air transport development from the
perspective of privatization. The study examines the background of the denationalization
and privatization of key elements of Kyrgyzstan's air transport sector: the airline industry,
airport infrastructure, and air navigation service. By so doing, this chapter demonstrates the
background of air transport liberalization.

The third chapter provides an overview of economic impact of Kyrgyzstan's air transport
sector. This chapter also demonstrates the theory of how air traffic and air connectivity are

associated with economic growth. In addition, this chapter describes the policy mechanism



Kyrgyzstan's government has introduced towards air service liberalization to facilitate the
country's air connectivity and traffic growth as one of the important tools aimed at
contributing to the country's economy.

The fourth chapter starts with the ICAO's approach for air transport regulation and the
analysis of the liberalization level of Kyrgyzstan's air service agreements by utilizing the
Quantitative Air Service Agreements Review (QUASAR) tool. Then, the study presents the
findings obtained from the interview survey among the key practitioners in Kyrgyzstan's air
transportation sector to examine the overall picture of air service liberalization in
Kyrgyzstan and demonstrate the debate surrounding the level of air liberalization
Kyrgyzstan must establish.

Then, the chapter reviews the structure of Kyrgyzstan's air transport governance and policy
instruments towards air service liberalization. In this context, the chapter demonstrates
Kyrgyzstan's national structure of bilateral regulation and discusses the country's
framework of its air service liberalization policy with the aim to investigate what
institutional constraints Kyrgyzstan has for the successful implementation of air service
liberalization.

The fifth chapter is devoted to determining the possible impacts of air service liberalization
in Kyrgyzstan. This chapter creates a forecast of the country's air traffic, including a
simulation of trends within restrictive, semi-liberal, and fully liberalized air services. This
chapter also examines whether Kyrgyzstan's airports can accommodate expected traffic
growth caused by liberalization and investigates the challenges of airport infrastructure
capacity.

This chapter also examines the competition level between airlines in Kyrgyzstan's market to
demonstrate whether national airlines are strong enough to compete with foreign airlines
and how air service liberalization can affect Kyrgyzstan's national airlines. By so doing, this
chapter simulates the probable impacts of air service liberalization on Kyrgyzstan's air
transport and examines the governance aspect of how to improve infrastructure to support a
higher level of liberalization.

In conclusion, the final chapter summarizes the study's findings from the analysis and

discussion of each chapter's research. This chapter also discusses whether the study's



objectives and research questions were achieved and demonstrates answers for each
research question. In addition, the author emphasizes useful policy recommendations and
tasks from the study's findings addressed to the government to ensure further air service
liberalization and provide adequate airport infrastructure and airline capacity to support the
reform of air liberalization.

One of the study's findings showed that the degree of Kyrgyzstan's air service liberalization
remains restrictive, suggesting that the government of Kyrgyzstan has not made significant
policy changes to liberalize the regulatory structure of bilateral air service agreements. One
of the most serious reasons for the above-mentioned consequence is, as this study argued, the
lack of institutional capacity of government agencies, particularly in the areas of the
establishment of the regulatory framework for air service liberalization and the lack of
experts to make air agreements more liberal.

On the other hand,. utilizing the QUASAR tool, the analysis of Kyrgyzstan's air service
agreements in operation and the country's air traffic trend provided evidence that further air
service liberalization could bring greater traffic growth in Kyrgyzstan. In particular,
semi-liberal agreements could bring passenger growth from 16% to 54%, and full
liberalization from 54% to 62%.

Other findings suggested that relaxed market access achieved by air service liberalization
could also adversely impact Kyrgyzstan's air transport sector. That is to say that Kyrgyzstan
will face more severe airline competition if it continues to increase the level of air
liberalization. The simulation of the country reaching a higher level of liberalization, as
conducted by the author, showed that semi-liberalization and full liberalization would
detrimentally affect the low-capacity level of Kyrgyzstan's national airlines. Moreover, the
simulation indicated that the increase in the air traffic caused by semi-liberal and full
liberalization air service agreements would generate a burden on Kyrgyzstan's airport
infrastructure. The study demonstrated that the designed capacity of the passenger
terminals of major airports is no longer sufficient for the existing demand in air traffic flow.
Moreover, the study showed that airport runways and aprons must be reconstructed to
ensure safety and capacity to accommodate increased traffic if semi-liberal or full

liberalization agreements are implemented.



