
UDC 656.7:339.13.012.42
Original scientific paper

Dejan MOJSOSKI*)

LIBERALIZATION OF THE INTERNATIONAL AIR
TRANSPORT: ITS ROLE IN THE GROWTH OF THE AIR
TRAVEL AND THE ECONOMIC EFFECTS

Abstract

Since its very begining the international air transport sector was
characterized as a heavy economically regulated sector, based on the
reciprocity and control by the governments. With the increase of the
importance of this transport modality, the need for growth and the
elimination of this kind of limitations arose in order to satisfy the needs
of the economy and society.

The alteration of the economic regulation in the international air
transport began with deregulation of the USA air transport sector and
continued with the European Union air transport three-packet
liberalization. This process further continued in other parts of the world.

The comparative approach has been used to express the
characteristic of the liberalization of air transport. The main result of the
liberalization is the introduction of the Low-Cost Carriers in the air
transport market with the continuous increase of their capacity in the
share of total seats. The Low-Cost carriers had a share of 35% of the
capacity share of total seats on the market in Europe in 2010, compared
to the 5% in 2001. In the North America this number amounted to 29% in
2010, compared to the 18% in 2001. In addition, the liberalization of the
air transport enabled creation of three global alliances which have
strengthened the world-wide aviation network and have stimulated
planetary growth of the air transport.

In conclusion, as a result of the liberalization, the air transport
came to a continuous growth which supported the economic activities,
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and in narrower sense it influenced the macroeconomic components, the
gross domestic product and the employment. The liberalization of the air
transport enabled the support of the economy through increase of the
economic activities and support of the employment.

Keywords: air transport, liberalisation, low-cost carriers,
alliance, economic regulation

JEL Classification: L93, F3,

Introduction

The international air transport is regulated on a bilateral basis in
accordance with the International Convention on Civil Aviation signed
on December 7th, 1944.1 In general, this Convention, also known as the
Chicago Convention, imposed the rules of the economic regulation of the
air transport on the principle of reciprocity, limitation and control in the
hands of the state seventy years after its signing.

The economic activities of the air transport are set within the
frames of the structure or the rules of the game as agreements and
memoranda, laws and regulation that govern the economic regulation.
The economic regulation of the air transport set in the frames of the
Convention led to a limitation where governments had a main role in the
strategies of limitation and allowing new routes and destinations, creating
prices and ownership of the airlines putting the sovereignty and the
national identity first. Realizing these conditions the creators of the legal
frame for liberalization of the air transport used the competition as a
powerful tool for the changes in this sector in order facilitating the
international rules which gave significant results.

The concept of liberalization of the air transport which
outstripped the limits of the Convention started in the seventies in the
USA and continued in the nineties in the EU. Worldwide, this process
continued in Latin America and the Caribbean and Asia/Pacific.

The liberalization enabled the entrance of the Low-Cost Carriers
in the air transport market as well as replacement of the state control and
subsidizing with air companies that operate on a market basis. Today, the

1 ICAO (International Civil Aviation Organisation) (2006),″Convention on International
Civil Aviation″ Doc. 7300/9, 2006, Montreal: ICAO
[http://www.icao.int/publications/Documents/7300_cons.pdf]
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participation of these Low-Cost Carriers in the capacity share of total
seats is in almost all regions of the world is increased in comparison with
the period of the beginning of 2000s. Additionally significant
phenomenon on the global air transport is the formation of three alliances
which are a response of the market logic.

Along with the increase of the portion of the Low-Cost Carriers in
the air transport market and creation of alliance, important characteristic
of the liberalization is the quantitative growth of the air transport as an
important indicator, evidenced trough the grow of the number of
transported air passengers.

In the Republic of Macedonia the basis for liberalization of the air
transport is established with the signing of the Multilateral Agreement on
the Establishment of the European Common Aviation Area in 2006 and
its ratification in 20072, the National Air Transport Strategies of the
Government3, the change in the rules for flight approvals by changing the
Regulation on Flight Approvals by the Government.4

These experiences and practices contributed to the increase in the
air transport in the Republic of Macedonia from 8.7% in terms of the

2 Multilateral Agreement between the European Community and its Member States, the
Republic of Albania, Bosnia and Herzegovina, the Republic of Bulgaria, the Republic
of Croatia, the former Yugoslav Republic of Macedonia, the Republic of Iceland, the
Republic of Montenegro, the Kingdom of Norway, Romania, the Republic of Serbia and
the United Nations Interim Administration Mission in Kosovo on the establishment of a
European Common Aviation Area - Annexes – Annexes (Official Journal of the
Republic of Macedonia No.27/2007 and No.98/2009)
[http://www.caa.mk/Upload/Document/MK/Zakoni/27_07_mkd_eng.pdf]
and the Agreement between the Republic of Macedonia and the European Community
on certain aspects of air services and its ratification in 2006 (Official Journal of the
Republic of Macedonia no.127/2006),
[http://www.caa.mk/Upload/Document/MK/Zakoni/127_06_mkd_eng.pdf]
3 Government of the Republic of Macedonia, National Progarmme for the adoptation of
the EU Law Revision 2012, [http://www.pravda.gov.mk/documents/NPAA2012.pdf]
Ministry of Transportation and Communication, National Strategy for the development
of viation in the Republic of Macedonia, Skopje, 2007
[http://www.caa.gov.mk/Upload/Document/EN/Regulativa/National%20Strategy%20fo
r%20development%20of%20aviation%20in%20the%20Republic%20of%20Macedonia.
pdf] (26.07.2007),
Ministry of Transportation and Communication, National Transport Strategy 2007-2017
[http://www.seetoint.org/wp-content/uploads/downloads/2014/01/FYRM_Transport-
Strategy-2007-2017.pdf]
4 Government of the Republic of Macedonia, Regulation for the Specific requirement,
the manner and the procedure for the receiveing of the flight permits (Official Gazzette
of the Republic of Macedonia No.142/2010)
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passengers volume in 20115 to 16,8 % in 20136 in terms of passengers
volume and enabled the entrance of Low-Cost Carriers and this share on
the market.

1. Economic regulation of the air transport

The regulation of the International Air Transport Market is based
on the Convention on International Civil Aviation. With this Convention
the countries accepted a system in which the governments determine the
conditions for entrance on the market. The development of these events
during the Chicago Convention limited the commercial approach to the
air transport and led to the establishment of hard regulated market and
government control known by the name point-to-point, which was the
basic cell on the air transport market.

ICAO defined the air transport market between any two places as
current and potential transport of people and goods that are transported or
can be transported between those places with commercial air services7.
The markets for international air transport are divided in four categories:
market of two cities; second category is the market of two countries
which contains all routes that connect the cities of these countries; third
category is connection of the markets of two regions and includes all
routes that connect the two regions and the fourth category is the global
market which includes all points in the world included in the industry of
the air companies.

The rapid growth of the air transport and the potential of the
market was a primary factor that influenced the development of the
market structure. That enabled the evolution of the structure of the
aviation market to move slowly form hard economically regulated toward

5 TAV Macedonia. Traffic data for the airports: Skopje Alexander the Great and Ohrid
St. Paul the Apostole Compared 2010/2011 for the period January-December, Traffic
Statistics Report 2010-2011 for Skopje and Ohrid Airports (from 13.01.2012, with
No.09-66/3), Passangers volume. Skopje, 2012
6 TAV Macedonia. Traffic data for the airports: Skopje Alexander the Great and Ohrid
St. Paul the Apostole Compared 2012/2013 for the period January-December, Traffic
Statistics Report 2012-2013 for Skopje and Ohrid Airports (from 09.01.2014 with No.
09-24/1), Passangers volume. Skopje, 2014
7 ICAO (International Civil Aviation Organisation), ″Manual on the Regulation of
Internatioanl Air Transport″, Second Edition-2004 Doc 9626, Montreal, ICAO: 2004,
p. 4.1-1
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liberalized air transport market. The creation of the markets (“hub – and -
spoke”) is characteristic for the two greatest world markets, USA and
EU. The conception of this model appeared in the middle of the 1970s,
led by the air companies in the USA for the delivery of packages by
creating its own company node. Very soon other companies in Europe
accepted this model and developed their own nodes and wires giving
natural superiority to this system for fast package delivery.

The economic regulation set in the Convention, represents the
commercial air transport as scheduled air transport conducted by aircrafts
for public transport of passengers, mail and goods for a compensation or
lease8. According to the terminology used by ICAO, the term air
transport is much more specified and it relates to aspects connected with
transport by air. As a term, the aviation is much more general and it
encompasses more areas as the military, state and private flights,
production of aircrafts, air navigation, non – commercial transport and
specialized air transport9. The services in the commercial air transport, in
the broadest sense, include the services dedicated to public transport and
performed by the aircrafts on a Schedule or Non-schedule basis.
According to the classification of ICAO, the activities for civil aviation
have wider scope.10 The services of the commercial air transport further
divide the unscheduled air transport in charter transport, other
unscheduled transport and transport on demand. These activities together
with the airport services in aviation navigation, the producers in civil
aviation, aviation trainings, maintenance, reparations and repairs, the
regulatory functions and other activities generate significant economic
benefits.

The main principle for liberalization of the air transport express
by IATA refers to the fair competition and deals with three fundamental
freedoms i.e. freedom of access to global capital, market access and price
service in line with market conditions.11

8 Article 96(a) regular air transport conducted by aircrafts for public transport for
passengers, mail and goods
9 ICAO (International Civil Aviation Organisation), ″Manual on the Regulation of
Internatioanl Air Transport″, Second Edition-2004 Doc 9626, Montreal, ICAO: 2004,
p.iv
10 ICAO (International Civil Aviation Organisation), ″Global and Regional 20-year
Forecasts″, Doc 9956, Montreal, 2013:ICAO, p.7
11 IATA (International Aviation Transport Association) (2011), ″Words of Change:
Collection of Speeches by Giovanni Bisisgnani″, 2011:IATA,  p.128
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As the international airlines started to develop a world node and
wire system in order to connect the international market, the complexity
and the mutual dependency of the system increased and the need for
creation of global networks appeared, which would bring greater quality
and quantity of the routes by which the companies will acquire greater
access to all markets and enable greater flow of passengers from any part
of their systems. The liberalization of the air transport is the main process
that will enable corporate collaboration on a liberal global basis.

2. The air transport market in the context of liberalisation

The liberalization of the air transport is an important trend and
process contributing to the modification of the regulating and functioning
of the air transport and strengthening of its role in the development of the
national and world-wide economy. From an economic aspect the role of
the liberalization in the development of the air transport is a process that
participates in the evolution and the change in structure of the air
transport market itself. This process influenced the development of the
global liberal air transport market at the same time. The initiative for
deregulation of the air transport was initiated by the USA with its first
implementation in the domestic transport. The positive experience of
making Open Skies Agreements with 100 signing countries since 201012

was a recognizable indicator about the competition which led to an
increase in the air transport of passengers, the quality of the services and
a decrease in the prices. In the early 1970s, generally a condition existed
where governments should regulate the air transport market with various
regulations, directives and interventions. The new processes represented
the attitude that the condition of an unregulated market will lead to an
increase of the competition, greater productivity, greater efficiency
which, in turn, will lead to a decrease in the prices. The Airline
Deregulation Act will remain remembered in history as one of the first
examples of deregulation in USA which enabled the reintroduction of the
market forces in a strongly regulated environment of commercial airlines.
The integration in Europe and the development on the Community level
was the main fluid, which led to the establishment of a unique air
transport market. The legal case “Nouvelles Frontiéres” from April 1984,

12 ICAO (International Civil Aviation Organisation) (2013), Global Air Transport
Outlook to 2030 and trends to 2040 Cir 333, AT/190, Montreal, 2013:ICAO, p.25
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the entrance into force of the Single European Act and the action
undertook by the Directorate for Competition of the European
Commission against the contracts for alliance of the airlines led the
process of air transport liberalization through three regulatory packages.
These events were a result of a higher level of development of the
European Community and its ability of multilateral regulation in the
frames of the European Union.

The concept of the European Union enabled free flow of people,
services, goods and capital which resulted in a major expansion of the
transport in all its modes. EU introduced policies that relied on a Single
Market and raising the trade. This included the competition policy which
provides lower prices and encouragement measures for cross-border
collaboration between the firms and businesses.

The final stage in the process of liberalization and opening the air
transport market in the European Union was conducted and was subject
of the third package. In the third package the European airlines gained
full right on transport in the European Union and creation of a Single
Aviation Market in EU. The liberalization measures of the European
Commission basically removed all commercial controls in the sector of
air transport in EU-15 including Island, Norway and Switzerland which
adopted these measures without entering the European Union. These
measures, adopted in 1992 and applied from January 1993 introduced the
freedom of giving services in the frames of the European Union
gradually and in April 1997 the freedom of giving sabotage, which is the
right of airlines form one country to operate the routes of another
member-state.

The “Third Package” of EU air transport liberalization measures
came into effect on January 1 1993 and have substantially reduced the
restrictions on interstate flight operations.13 The main measures of the
third package were conducted through the frame legislation, or the
economic regulations for the inner air transport market. These economic
regulations opened the market for all airlines that own a Community Air
Carrier Licence. The Regulation on Freedom of the Approach on the

13 Hewings, Geoffrey; Wiedemann, Randal A. Reynolds-Feighan, Aisling. (2000)
″Economic evaluation of the impact of air service on small metropolitan and rural
communities: final report″, United States Department of Transportation. Office of
Aviation Analyis, June 2000, p.30
[http://researchrepository.ucd.ie/bitstream/handle/10197/2914/REAL%20US%20DoT%
20Study%20July%202000.pdf?sequence=1] (20.06.2000)
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Market opens all international air routes in the European Union for all air
companies that own a Community Certificate without any restrictions.14

Since April 1997 an unconditional approach to all domestic markets was
approved to all airlines in the European Union. Maybe one of the most
significant freedoms was the freedom of establishing by which the
citizens of the EU can established Air Carrier in any EU member-state. A
significant impact of the 1992 package was the stimulus it gave to the
development of low-cost airline services.15

The ruling of the European Court of Justice from November
2002, against the Open Skies Agreements of the EU Member States and
the USA initiated new dynamic negotiation for making agreements for
air transport. In June 2002 the Council of the European Union gave
mandate to the European Commission for negotiations on behalf of all
Member States with USA for making agreements in the air transport, or
in the creation of Open Aviation Area between the two territories.

All these processes, inevitably, had a significant influence on the
growth and development of the air transport on a global level. The
challenge of the air transport liberalization was present on the other
continents as well. The process of air transport liberalization in Latin
America started with the elimination of the air companies owned by the
states and the governmental assistance in this sector. Several regional
initiatives and a multilateral legal frame for liberalization and Open Skies
Agreements enabled this process to make significant contributions for the
growth of the air transport. The process itself started in 1979 when Chile
adopted the Law on Commercial Civil Aviation and in 1991
supranational decision for adoption of intersubregional policy of open
skies was approved and it included Venezuela, Columbia, Ecuador, Peru
and Bolivia.16

14 Council Regulation (EEC) No 2409/92 of 23 July 1992 on access for Community air
carries to intra-Community air routes; Official Journal L 240, 24/08/1992 P. 0008-0014
15 InraVISTAS-ga Inc, The Economic Impact of Air Services Liberalization, p. 16
[http://www.iata.org/whatwedo/Documents/economics/liberalization_air_transport_stud
y_30may06.pdf]
16 ATConf/6-IP/6 5/3/13DEVELOPMENTS IN THE LIBERALIZATION OF
INTERNATIONAL AIR TRANSPORT SERVICES IN THE LATIN AMERICAN
REGION (Presented by 22 Member States, members of the Latin American Civil
Aviation Commission (LACAC)) , year 2013, Montreal-Canada
[http://www.icao.int/Meetings/atconf6/Documents/WorkingPapers/ATConf6-
ip006_en.pdf, p. 2]
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3. The economic efffects of the air transport market
liberalisation

The liberalization of the air transport enabled the appearance of
cheap air ticket of the Low-Cost Carriers. They became significant
players in the global civil aviation in a relatively short period. In the
period from 2001 to 2010 in all world continents came to an increase in
the share of the Low-Cost Carriers in the total seats. The greatest
percentage of the share was noticed in Europe and in 2010 it amounted to
35%.17

The liberalization of the air transport increased the flights in the
European Union dramatically which stimulated the development of
services by the cheap airlines. The access to the great airlines market was
without any law limitations and encouraged the investment in new
services and aircrafts necessary for their fulfilment.18

The liberalization enabled significant increase in the share of the
Low-Cost carriers on the air transport market. In Europe the capacity of
the division of the total seats in 2010 amounted to striking 35%,
compared with the 5% in 200119. The increase in the air transport is
mostly due to the successful process of liberalization of the air transport.
By opening the national markets for competition it is allowed to the
airlines to operate with their routes outside their countries. The
competition between the airlines is increased, but still they successfully
faced the solution to the economic problems and financial limitations.

The development of the air transport is a significant indicator of
the economic activities and the transport trends reflect the long-term
development of the economy and reflect the short-term problems of the
serious and instant influences connected with the national security and
the increase in the fuel price which was especially noticed in the air
transport. According to the data of 51% of the inbound passengers
travelled by air, 41% on road, 6% used water and 2% the rails in the

17 ICAO (International Civil Aviation Organisation) (2013), ″Global Air Transport
Outlook to 2030 and trends to 2040″ Cir 333, AT/190, Montreal, 2013:ICAO, p. 28
18 InraVISTAS-ga Inc, The Economic Impact of Air Services Liberalization, Sine Loco,
InraVISTAS-ga Inc, 2006, p. 16
[http://www.iata.org/whatwedo/Documents/economics/liberalization_air_transport_stud
y_30may06.pdf]
19 ICAO (International Civil Aviation Organisation), ″Global and Regional 20-year
Forecasts″, Doc 9956, Montreal, 2013:ICAO, p. 28
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2010.20 This proportion of international air transport is a clear indicator
of the improved economic, social and cultural connection and
improvement in the quality of life.

The Single Aviation Market in Europe in the years after the
liberalization generated an increase of 44 million passengers or more
than 33% compared with the growth of the internal market of the EU
which amounted between 4 and 6% annually. The additional transport
demanded additional 681 round flights daily.21 This in accordance with
statistsics create growth with average annual rate of 7,3% led to an
increase of the air transport of passengers between the EU and other
countries to 176 million passengers compared to 123,4 million
passengers in 1993. The routes toward the countries that accessed and the
countries candidates noticed a growth by 5,2% after 1992. The
intercontinental routes increased with a slower rate of 2,6% starting with
709 in 1992 and reaching 942 in 2003. The greatest increase is noticed in
2000 when the intercontinental flights were realized on 983 routes.22

In Europe, the Low-Cost carriers had a share of 35% of the
capacity share of total seats on the market in 2010 compared to the 5% in
2001. In the North America this number amounted to 29% in 2010,
compared to the 18% in 2001. The liberalization, also, led to significant
geostrategic changes in the air transport in the world and to the
appearance of the three air companies from the Arabian Gulf which
created a new aviation force in the world and a significant competition to
the regular airlines.23 The process of liberalization of the air transport
created conditions and a possibility for opening new destination and
entrance of the Low-Cost Carriers on the market.

In the Latin America and the Caribbean, It is especially
significant to be emphasized that in the period 2001 – 2010 the share of
passengers of the Low-Cost Carrier increased significantly, i.e. from 3%

20 ICAO (International Civil Aviation Organisation) (2013), ″Global Air Transport
Outlook to 2030 and trends to 2040″ Cir 333, AT/190, Montreal, 2013:ICAO, p.18
21 InraVISTAS-ga Inc, The Economic Impact of Air Services Liberalization, Sine Loco,
InraVISTAS-ga Inc, 2006, p. 17
[http://www.iata.org/whatwedo/Documents/economics/liberalization_air_transport_stud
y_30may06.pdf]
22 European Commission, DG TREN, Analysis of the European Air Transport Industry
2003-Final Report, Bruxelles, Office for the Official Publications, 2005 p.47
23 ICAO (International Civil Aviation Organisation) (2013), ″Global Air Transport
Outlook to 2030 and trends to 2040″, Cir 333, AT/190, Montreal, 2013:ICAO, p.28-30
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in 2001 to 30% in 2010.24 Driven by those experiences and practices, the
main step for the following regional air transport liberalization in Latin
America came with the initiative for Multilateral Open Skies Agreement
based on the text adopted on the Fifth Worldwide Air Transport
Conference.25

By 2005, Australia-New Zealand traffic was fully 56 percent
higher than it would have been in the absence of any liberalization and
increased total traffic by over 1.7 million passengers per year.26

The statistics effects are publish by the airports show growth in
the air transport and provides the entrance of the Low-Cost carriers on
the market. In the compared 2011/2012 period, traffic data for the
airports Skopje and Ohrid shows increase for 8.7% in terms of the
passengers volume.27 Concerning the compared 2012/2013 period, the air
transport grew on the two international airports Skopje and Ohrid
increased by 16,8% in terms of passengers volume and in 2013 overcome
the long expected number of more than one million (terminal and transit)
passengers.28

Another benefits of the liberalization of the air transport is the
agreements for multinational collaboration which led to the formation of
global alliances, A significant evolution of the structure of the air
transport market and the most significant change led by the liberalization
is the formation of global alliances, i.e. global market for the
international alliances.29 They adopted different strategies for the

24 ICAO (International Civil Aviation Organisation) (2013), ″Global Air Transport
Outlook to 2030 and trends to 2040″ Cir 333, AT/190, Montreal, 2013:ICAO, p. 29
25 ECAC. ECAC News Number 49. Focus on Air Transpprt Liberalisation. Latin
America and Air Transport Liberalization p.27
26 InraVISTAS-ga Inc, The Economic Impact of Air Services Liberalization, Sine Loco,
InraVISTAS-ga Inc, 2006, p. 20
[http://www.iata.org/whatwedo/Documents/economics/liberalization_air_transport_stud
y_30may06.pdf]
27 TAV Macedonia. Traffic data for the airports: Skopje Alexander the Great and Ohrid
St. Paul the Apostole Compared 2010/2011 for the period January-December, Traffic
Statistics Report 2010-2011 for Skopje and Ohrid Airports (from 13.01. 2012, with
No.09-66/3), Passangers volume. Skopje, 2012 p.2
28 TAV Macedonia. Traffic data for the airports: Skopje Alexander the Great and Ohrid
St. Paul the Apostole Compared 2012/2013 for the period January-December, Traffic
Statistics Report 2012-2013 for Skopje and Ohrid Airports, Passangers volume (from 09
01.2014 with No. 09-24/1). Skopje, 2014 p. 2
29 Daniel Yergin, et al, Fettered Flight: Globalisation and the Airline Industry,
Cambridge Energy Research Associates, Inc., 2000), p. 21
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innovative cooperative contracts and the formation of alliances was the
answer of the air companies to the process of liberalization.

The rationalization of the operation and the more effective market
coverage together with the regulatory barriers of the restrictive bilateral
contracts developed the global phenomenon in the industry of the air
companies which enabled the creation of “nets”, or a global market for
the international alliances, especially in the 1990s. The creation of the
alliances, actually, reflects the efforts by the air companies for the
creation of global networks on the air transport market based on a natural
commercial basis which would lower the economic costs in the
globalized and competitive environment and would lose the shins of the
government limitations. The appearance of global alliances, as Star
Alliance, Onewold and Sky Team, "mega-alliances, grouping of alliances
on geographically allocated big and medium air companies with widely
combined global networks” changed the structure of the air transport
market dramatically.

Conclusion

During the late 1970s and 1980s the trend of liberalization of the
air transport expanded from the domestic USA market to the
international markets. The liberal bilateral agreements incarnated in Open
Skies Agreements signed in 1978 between the USA and several
European countries. In Europe, the Netherlands and the United Kingdom
were the first to effectively deregulate the air transport in 1984/85 by
adopting the ultraliberal bilateral agreement. Later these countries
gradually started to sign relatively liberalized bilateral agreements with
other European countries. These liberal bilateral agreements were a
precursor to the first air transport liberalization package in the
Community which started in 1988.

Inspired by the deregulation of the domestic transport in USA in
1978, as well as with the decision of the European Court of Justice in the
case Nouvelles Frontiéres from April 1984, the entrance into force of the
Single European Act and the action undertaken by the Directorate for
Competition at the European Commission against the agreements for
alliances of the air companies which were a kind of catalyst for the
events that followed, the Council of EU brought the decision for the first
air transport liberalization package.
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The Regional Liberalization of the Air Transport in the European
Union (The Three Packages of EU) is the process of liberalization started
in December 1987 with the first package of measures and it lasted nearly
three years. It led to lowering of the capacity limitation, increase in the
routes and creation of zones with greater flexibility in the prices. The
measures limited the right of the governments to the introduction of new
prices. Flexibility was allowed and the air companies were enabled to
split the capacity of seats in two countries that had signed a bilateral
agreement.

These experiences and practices has contributed to the increase in
the air transport of the passengers’ volume in the Republic of Macedonia
from 8.7% in 2011 to 16.8% in 2013. The process of liberalization of the
air transport in the Republic of Macedonia is closely connected with the
process of European integration and acceptance of the European practices
and experiences. The first step starts with creation of and the
Establishment of a European Common Aviation Areas, with further steps
as amendments in the Government Regulation, signing Memoranda on
Understanding based on the implementation of the above mention
Multilateral Agreement which led to a change from a restrictive to a
liberal regime of the economic regulation.

The liberalization of the air transport and the growth in traffic are
a reaction of the removed legal barriers for flight approvals and the
increase in the demand for air trips because of the convenient offer and
the wider choice of destinations. As a result of the liberalization the air
transport came to a continuous growth which supported the economic
activities, and in narrower sense it influenced the macroeconomic
components, the gross domestic product and the employment. The
liberalization of the air transport enabled the support of the economy
through the increase of the economic activities and the support of the
employment. This role has a long-term influence which acts on the
improvement of all its economic capacities with the improvement of the
mobility, availability, the choice of modality and the possibility to travel,
inter - trade exchange and availability of the European and world
destinations to all its citizens whether for vacation or recreation, family
or friend visits etc.

The integration of the air transport of the Republic of Macedonia
in the Single Market of the European Community influenced the growth
of the air transport and as a main chain for supporting the employment
and the growth of the GDP taking into consideration the multiplier effect
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as a normally expressed as a factor showing how much the direct
economic impact of the airport is increased by the indirect and induced
economic effect of airport activities.30 In addition, with the catalyst
effect, the air transport significantly support the tourism. The new Low-
Cost Carriers brought a significant benefit for the integration in the
European and world-wide networks and markets, support for the working
posts, enabler of the mobility, and they improve the public opinion and
perception about the civil aviation.
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