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ABOUT THE PROJECT

“Capacity-building of the Georgian Leadership Community for Improved Decision-making and
Negotiation Skills” is designed to assist the Georgian government in addressing its governance
challenges. This multi-component initiative aims to introduce and reinforce modern management
skill sets, proficiency and practice among Georgian public officials. The project engages directly
with middle level public servants and civil-society representatives through practical in-service
training in policy development and negotiation techniques. Apart modernization of the Georgian
public administration and public policymaking, the project activities seek to deliver actionable
policy documents on the issues of national importance. The project activities and the policy
initiatives will be consistent with and supportive of principles of gender and diversity equality.

The program is funded by the Swedish International Development Agency (SIDA). The
Georgian Foundation for Strategic and International Studies (GFSIS), along with its
principal partners - the Swedish Institute for Public Administration (SIPU International)
and the Estonian School of Diplomacy (ESD), is the main implementer of the program.

The program will promote a likeminded leadership culture that is accountable and oriented to
meeting the needs of the Georgian society. Furthermore, the program aims at strengthening the
Georgian government capacity in decision-making, as well as increasing its transparency and
flexibility in responding to the changing circumstances. In addition, this initiative intends to
improve organizational cooperation among the Georgian public sectors and the country’s
interaction with other states and international organizations.

The program, which will be implemented during four years (2009 — 2013), includes the following
components:

e Training for government officials in policy and negotiation techniques. Selected Georgian
public servants will complete an eight-month intensive training program in public
administration, policy planning and negotiation techniques. Georgian, Swedish and Estonian
experts will conduct the training. Furthermore, under the guidance of GFSIS mentors, the
participants will work on the issues pertinent to the country development policy. The training
will be followed by a public discussion of the policy papers and a study visit to Estonia. The
best five papers will be published in Georgian and in English. There will be five training
groups in total with approximately 25 participants in each group.

e Under the training of trainers (ToT) component, six to nine Georgian professionals will develop
the curriculum and teaching materials in the public administration, policy planning and
negotiations in Georgian in order to conduct similar training in the Georgian language in the
future.

e Professional development training for HR managers is designed to contribute to the introduction
of the best practices in human resources management within the Georgian public service. The
component will include needs-based training sessions on professional development and a study
visit to Sweden.

o A knowledge and resource sharing component ensures the sustainability of the program through
promoting greater communication, knowledge sharing, consultation and collaboration among
public-policy stakeholders across the Government of Georgia and civil society. Under this
component, a project website will be established and a number of alumni retreats will be
organized.
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SUMMARY

This public policy paper discusses the political and economic implications of
Georgia integrating the European Common Aviation Area. It identifies the
technical and financial problems which stand in the way of this agreement,
analyzes their potential and range, and suggests solutions. Clear recommendations
are made for solving these problems, and the departments responsible for their

execution are named.

Taking into account the liberality of Georgia's civil aviation policy, the country's
integration into the European Common Aviation Area (ECAA) is a topic for
discussion. Thanks to this liberal policy, Georgia was the only country of the south
Caucasus to be offered a “Common Aviation Area Agreement with the European
Union and its Member States” (an ECAA agreement) by the EU in 2009. This
agreement forms the basis for the integration of Georgia into the European

Common Aviation Area.

This agreement has provided the legal foundation for operating direct and regular
flights between Georgia and the EU member states. One of its main points calls for
the transposition of EU civil aviation legislation into Georgian Law, which will
help the Georgian aviation sector to develop more safely and more efficiently.
Integration into the European Common Aviation Area will also enhance the

Georgian civil aviation sector's prestige on the world stage.

Besides addressing the political and financial desirability of such integration, this
paper also identifies the problems that complying with the agreement's provisions
would pose. These problems have the potential to force Georgian airlines to halt
their activity altogether — which would not only harm them, but also the small
ancillary companies whom they employ (airports, navigation services, ground-

based services, air freight terminals, refueling services, &c.).
This paper focused its research on the following issues:

1. The obligation to remove Soviet aeroplanes from the civilian fleet

in order to meet the requirements of European standards, and
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2. Restrictions regarding the commercial transportation service rights
given to carriers who have been granted an operating license by the

Georgian government (freedoms of the air).

Specific recommendations and measures were formulated to solve these problems

and to facilitate the implementation of chosen alternatives.

Based upon this research, the following conclusion can be drawn: In order to sign a
“Common Aviation Area Agreement between the European Union and its Member
States and Georgia” within the framework of existing negotiations between Georgia
and the EU, the Georgian government should try to extend the deadline for
removing Soviet-era aeroplanes from the Public Registry of Georgia. A hasty
process of integration may otherwise harm the functioning of Georgian national air

companies and the further development of Georgian civil aviation as a whole.

INTRODUCTION

Co-operation between Georgia and the EU started as early as 1992, shortly after the
latter had recognized Georgia's independence. On 14 June 2004, the EU included
Armenia, Azerbaijan and Georgia in its European Neighbourhood Policy. As a
result of this, the relationship between Georgia and the EU deepened and

intensified.

According to Presidential Order 211 "Regarding measures for the liberalization of
air transportation" issued by the President of Georgia on 23 March 2005, the
Georgian aviation sector should develop by pursuing liberal, "open skies" policies

which encourage competitiveness.

In 2008, as a result of the implementation of this liberal civil aviation policy”, the
EU showed interest in integrating Georgia into its "European Common Aviation
Area" (ECAA). A year later, thanks to measures the Georgian government had
implemented to improve flight safety and aviation security and based upon EU

recommendations, Georgia was the only country of the south Caucasus to be

4 Hindley, Brian, Trade Liberalization in Aviation Services, AEI studies, Washington, D.C.: 2004.
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offered an agreement for its integration into the ECAA. (There are currently no

discussions concerning Armenian and Azerbaijani integration.)

Since the Ist of April 1997, air communication between EU member states has
moved away from traditional protectionism and has been carried out in accordance
with a policy of "open skies" — policy which defines aircraft capacities, flight
frequencies, transportation tariffs and destinations according to existing market

demand and with minimal state interference.’

This policy was the basis for the creation of a shared European airspace, and
resulted in a threefold increase in the civil aviation sector by the year 2000.
Simultaneously, the European market share of low-cost carriers increased from 1 to
28% between 1996 and 2006.

In 2006, in light of the ECAA's success, the EU signed agreements with 9 non-EU
states: Albania, Bosnia Herzegovina, Croatia, the former Yugoslav republic of
Macedonia, Iceland, Montenegro, Norway, Serbia and Morocco, as well as with the
temporary UN administration in Kosovo. As full EU members, Bulgaria and
Romania joined the ECAA on the Ist of January 2007.

The ECAA is made up of 37 countries and caters for a potential 500 million

passengers.

Georgia has only signed bilateral agreements regarding civil aviation with 11 of the
27 EU member states; the latest agreement to be signed, however, legally
authorizes the operation of regular, direct flights between Georgia, the EU and all
the other ECAA members.

This agreement also implies removing restrictions (regarding the number of
designated airlines companies, aircraft capacity, flight frequency, tariffs and points
of destination) based upon bilateral agreements between Georgia and some EU

member states.

The most important point, however, 1s that according to the recent agreement the
main condition for Georgia integrating the ECAA is that its government ensures

compliance between its civil aviation legislation and that of the EU.

> Internal Market. Mobility & Transport, European Commission. 12 December 2009,
http://ec.europa.eu/transport/air/internal_market/internal_market en.htm
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Once the deadline for this legal harmonization is reached, a special EU department
will analyze the Georgian government's efforts, and will then decide whether or not

Georgia can become a full member of the ECAA.

Besides the obvious political and financial benefits of integration, this paper also

identified two problems which such integration would pose:

1. In order to meet European civil aviation standards, the obligation for Georgia
to decommission Soviet-era aeroplanes and remove them from the Public

Registry; and

2. The restriction of the commercial rights of carriers who have been granted an
operating license by the Georgian government. (During the first stage of the
agreement, the EU does not grant free market access to Georgian air

companies.)

The main goal of this public policy document is to identify and analyze the
problems posed by Georgia's future integration into the European Common
Aviation Area. The political and financial advantages of integration as well as its
implications for the development of the Georgian aviation sector are discussed. The
paper also analyzes the potential negative impact of integration on the civil aviation
sector, on fleet modernization, on the development of aviation infrastructure, and

on staff and customers.

In terms of methodology, this research is based upon interviews with experts. The
limited time available for research created some obstacles during the study of the
experiences of eastern European and Baltic states during their integration into the
ECAA.

PROBLEM DESCRIPTION

The “Common Aviation Area Agreement between the European Union and its
Member States and Georgia” provides a legal basis for Georgia's integration into
the European Common Aviation Area. It is extraordinary, however, that the
agreement gives the Georgian civil aviation sector only two years to comply with
European standards in the fields of flight safety, aviation security, protecting the

rights of consumers, aircraft insurance, environmental impact and flight
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management, as well as dealing with the social consequences of modifying
legislation and technical regulations to conform to standards in force in Europe.
The introduction of EU standards into the Georgian civil aviation sector would
require the removal of Soviet-era aircraft from the Public Registry of Georgia and
their replacement with aircraft either certified by a state aviation authority
recognized by the EU or by the European Aviation Safety Agency (EASA).

Currently, 80% of the 78 civilian aircraft registered in the Public Registry were
made in the USSR and are not certified by the EASA or by a state aviation
authority recognized by the EU. There are also airline companies which exclusively

operate Soviet-era aircraft.

Because of its provisions for banning Soviet-era aircraft, the ECAA agreement will
also cause difficulties for a number of cargo carriers. Many such companies operate
abroad (in the UAE, Malaysia, and in African republics) but are registered in the

Public Registry of Georgia, and 90% of them operate Soviet-era aircraft.

One of the major problems of the agreement is the obligation to remove Soviet-era
civilian helicopters from the Public Registry, because all 7 of them were made in

the Soviet Union.

If after joining the ECAA Georgia does not replace its fleet, culling Soviet-era
aircraft from the Public Registry might force 85% of the country's 21 aircraft

operators to stop their activities.

Forcing Georgian aircraft operators to shut down would not only harm employment
but would also reduce the income of ancillary companies such as airports,

navigation, ground-based services, air freight terminals, refueling services, &c.

Besides the problematic issue of the introduction of EU standards, the agreement
also somewhat restricts the commercial rights and authorizations of carriers who
have been granted an operating license by the Georgian government. During the
first stage of the agreed introduction of EU standards, Georgian aircraft operators
will have minimal commercial rights, which will cause problems in European
airspace and when flying to a destination via Europe based upon the "Free Sky"
principle (for example: Thbilisi-Paris-Berlin-Tbilisi, or Tbilisi-Amsterdam-

Washington-Amsterdam-Tbilisi). Joining the ECAA 1is, however, vitally important



for the development of Georgia's own civil aviation sector — particularly

considering the effects of globalization on the world's civil aviation.

In addition to this, the European Commission has recommended that the 16 EU
member states which have not signed bilateral agreements with Georgia on matters
of civil aviation not be allowed to hold consultations with Georgia. During informal
meetings between representatives of aviation companies, however, these states
have expressed their readiness to grant Georgian airlines permission to access their

aviation markets based upon bilateral agreements.

Georgia joined the Convention on International Civil Aviation (also known as the
Chicago Convention) in 1994°, and is therefore a member of the International Civil
Aviation Organization (ICAO) whose technical regulations meet the Organization's
standards. However, this policy paper also addresses the question of discussing
Georgia's future obligation to meet EU standards which are much higher than those
of the ICAO.

When discussing the problematic implications of the agreement on integrating
Georgia into the European Common Aviation Area, some civil aviation experts
have views which differ from the state's current policy. More precisely, because the
fact that Georgia's integration into the ECAA is of vital political and financial
importance, the Georgian government should not refuse to remove Soviet
production aircraft from the Public Registry, and should concentrate on negotiating
bilateral intergovernmental agreements with individual EU member states without a

framework agreement and without having to take on additional obligations.

State policies regarding the problems raised by the ECAA agreement differ widely
from expert views, and the state believes these problems can be solved through

negotiation and by introducing changes to the text of the agreement.

The positive benefit of pursuing this policy is the support this provides to Georgia's
efforts to integrate Euro-Atlantic structures, to the preparation of a legal basis for
regular air transportation with the 27 EU member states, and to the introduction of

high civil aviation standards in the south Caucasus.

® Weber, Ludwig, The International Civil Aviation Organization: An introduction, Aviation Law and Policy Series,
Kluwer Law International, Alphen aan den Rijn: 2007.

35



The negative side, however — should Georgia and the EU fail to come to an
agreement — is the risk that the political and economic problems identified in this

policy paper will remain unsolved.

Some problematic issues described in this paper were also the result of the fact that,
during the post-Cold War transformation of the global commercial and civil
aviation system, Georgia's civil aviation sector continued to resemble a regional
Soviet aviation body oriented towards internal operations. Georgia was unable to
take part in the development of the vitally important field of air communication
which took place in the West; the country did not have the necessary legislation, its
specialists were not familiar with international civil aviation legislation, and the
same specialists did not have the necessary marketing and management skills to

operate in the market economy.

POSSIBLE SOLUTIONS
(ALTERNATIVES)

In an attempt to reconcile the problematic issues identified in this public policy
paper with the vital economic and political importance of Georgia integrating

common European airspace, the following alternatives should be discussed:

1. Replacing Soviet-era aircraft from the Georgian civilian fleet with newer
aircraft certified by the EU; and

2. Extending the deadline mentioned in the EU-Georgia ECAA agreement for
removing Soviet-era aircraft from the register of civilian aircraft held by the

Public Registry of Georgia.

The following is a discussion of the advantages and disadvantages of both

alternatives and of their possible results:

Replacing Soviet-era aircraft from the Georgian civilian fleet with newer
aircraft certified by the EU

The ECAA agreement requires the removal of aircraft produced in the Soviet
Union from the Public Registry of Georgia. These aircraft may be replaced with
aircraft certified by the European Aviation Safety Agency (EASA) or by a state
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aviation authority recognized by the EU. Only after harmonizing its civil aviation
legislation with EU legislation in force and meeting its obligations can Georgia

integrate common European airspace.

Replacing aircraft would allow national air carriers to operate flights to any
destination in the EU and to join Europe's internal aviation market — which would
give access to additional routes, increase traffic, and would help achieve the

necessary conditions for development.

All the national air carrier companies which make up Georgia's civil aviation sector
are privately held. Modernizing the fleet should therefore be financed using
company resources, by outright purchase, or by operational leasing, but only 2 or 3
of the 21 aircraft operators in Georgia could afford to modernize their fleet using

their own resources.

If the above-mentioned alternative is implemented, about 85% of active carriers
would have to stop operating; this would cause entire companies to collapse and
their employees to be laid off, and would reduce the profits of airports and other

ancillary companies.

There 1s a risk that the efficiency of Georgia's civil aviation sector might drop

significantly, and that civil aviation will remain in a critical condition.

It would be possible to solve the problems this alternative entails by financing
aircraft from state resources or with soft loans. However, the state cannot choose a
single one of the 21 registered aircraft operators to invest in, and considering the
country's economic problems state financing is impossible. Additionally, in some
cases states subsidies would contradict the defined policies of Georgia's civil

aviation sector.

Finally, when discussing this alternative, the possibility of the state or individual
companies attracting investors had to be excluded, for even though Georgian
legislation considers the possibility of foreign investment in the civil aviation
sector, bilateral agreements signed with partner states restrict the rights of Georgian
companies. According to these agreements, partner states have the right not to grant
flight permission to carriers registered in Georgia if most of their share capital does

not belong to the Georgian government or its citizens.
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Extending the deadline mentioned in the ECAA agreement for removing these
aircraft from the register of civilian aircraft held by the Public Registry of Georgia

As previously mentioned, over 80% of the 78 aircraft registered were made during
the Soviet era, and are not certified by the EASA or by a state aviation authority
recognized by the EU. In case these aircraft are not replaced by the end of the 2-
year transition period mentioned in the EU-Georgia ECAA agreement, removing
them from the Public Registry will cause problems for 85% of Georgia's 21 airlines

and will force them to halt their activities.

This alternative would entail extending the deadline for removing Soviet-era
aircraft from the Public Registry of Georgia from 2 to 5 years during negotiations
with the EU. Such an extension would give national carriers a chance to complete
the gradual replacement over 5 years of their old aircraft with newer aircraft

certified by the EASA or by a state aviation authority recognized by the EU.

It should be noted that most of the aircraft operated by Georgian national carriers
are held under leasing agreements. Extending the deadline is therefore very
important for these carriers, because if the Georgian government removes Soviet-
era aircraft from the Public Registry this must not jeopardize the carriers' leasing
agreements and obligations. (Currently, the leasing agreements held by national

carriers will expire in 3-4 years.)

However, the disadvantage of this alternative lies in the fact that, if Georgia
succeeds in extending the deadline for the decommissioning of Soviet-era aircraft,
the country will have to wait 5 years before being able to become a full member of
the ECAA. National carriers would not be able to enjoy free access to Europe's
internal aviation market during this period. In addition to this, an agreement
regarding the extension of the deadline for this process cannot be made during
negotiations with the EU.

The following matrix of results provides an illustration of this discussion:
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Recommended alternatives

Efficiency
Political desirability

Beneficiary satisfaction
Expense
Date of implementation

oo

Fleet modernization 10 2 1 1

Extending the deadline for the removal of

Soviet-era aircraft

Modernizing the fleet of civilian aircraft in 2 years would require important
financial resources, and only 2 or 3 of the 21 active national carriers would be able
to afford such modernization. The process of replacing Soviet-era aircraft with
newer, EU-approved aircraft would therefore be inefficient, and if it is
implemented then roughly 85% of active carriers would have to stop their
activities; this would lead to their collapse and to their employees being laid off,

and would reduce the profits of airports and other ancillary companies.

In order to solve the problems described in this paper based upon the possible
results of the two alternatives discussed, it would be preferable to choose the
second option i.e. extending the deadline for the removal of Soviet-era aircraft.
Extending this deadline to 5 years would give national carriers the chance to
complete the replacement of their aircraft with newer aircraft certified by the EASA
or by a state aviation authority recognized by the EU, and would spare them
problems with the obligations they have undertaken according to leasing

agreements.

RECOMMENDATIONS

Based upon a comparison of possible results, this policy paper recommends the
alternative of extending the deadline for aircraft replacement as a solution to the
problems it discusses.
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The following measures should be taken in order to implement this alternative:

Define specific dates for removing aircraft from the Public Registry based

upon agreements with national carriers and according to aircraft type

Removing aircraft from the Public Registry can harm national air carriers operating
on the Georgian aviation market. Before making a final decision on whether or not
to try to obtain an extension for the deadline for their removal, it is therefore
important to hold consultations between the Department of Transport Policy of the
Ministry of Regional Development and Infrastructure of Georgia, the United
Transport Administration and national air carriers in order to consider their

interests during negotiations with the EU.

Currently, the leasing agreements for aircraft operated by national carriers will
expire in 3-4 years at the latest. Considering this point, and as an alternative
solution to the problem, the idea of raising the issue of extending the deadline for
the removal of Soviet-era aircraft from the Public Registry from 2 to 5 years during
negotiations with the EU was chosen. Despite these deadlines, it is vitally important
to organize internal consultations between the Ministry of Regional Development
and Infrastructure of Georgia (the body which determines state policy for the
national civilian aviation sector) and national air carriers (the stakeholders), for
there are many technical points to be discussed regarding the removal of individual

aircraft (such as passenger aircraft, cargo aircraft, helicopters, &c.).

Present Georgia's position regarding the deadline for the removal of aircraft

from the Public Registry during negotiations with the EU

Regarding the text of the EU-Georgia ECAA agreement, the Ministry of Regional
Development and Infrastructure of Georgia must prove the vital importance of
extending this deadline during negotiations between EU and Georgian aviation

management bodies with the help of consultations and based upon solid arguments.

With regard to the aircraft fleets of national carriers, the most important point of the
negotiations should be the definition of deadlines for the removal of cargo planes
and helicopters from the Public Registry, for most of the Soviet-era passenger
aircraft have already been replaced with modern, Western-built aeroplanes and
their removal from the Public Registry will therefore not be required. A

compromise could be made regarding the removal of Soviet-era passenger aircraft
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— the deadline for this process could be 2 years, as the EU suggested — but the
deadline for removing Soviet-era cargo aircraft should be extended to a minimum

of 5 years.

The Ministry of Regional Development and Infrastructure of Georgia should pay
closer attention to the required removal of Soviet-era helicopters from the Public
Registry, as all of the 7 civilian helicopters registered were made in the Soviet

Union.

In view of Georgia's mountainous landscape, helicopters (including light
helicopters) are vitally important for the populations of the mountainous regions of
Georgia, for they are capable of carrying out search-and-rescue operations, air
services, training, humanitarian flights and agricultural activities. Compromise on
the 1ssue of their removal is therefore impossible, and the deadline for their removal
should be extended to a minimum of 10 years and should permit the replacement of
existing aircraft with other Soviet-era helicopters or the purchase of additional

Soviet-era aircraft during the period of transition.

CONCLUSION

The political and economic importance of Georgia joining the ECAA was
discussed in this policy paper and the problematic issues of this integration were
identified — issues such as the obligation of the Georgian civil aviation sector to
meet European standards, the implicit removal of Soviet-era aircraft from the
Public Registry of Georgia, and the restriction of the commercial rights of carriers

who have been granted an operating license by the Georgian government.

A policy alternative for solving these problems was determined, based upon the
necessity of extending the deadlines for the removal of Soviet-era aircraft from the
Public Registry of Georgia contained in the EU-Georgia ECAA agreement. The

following measures should be taken in order to implement this alternative:

e The definition of specific deadlines for the removal of Soviet-era
aircraft from the Public Registry, based upon agreements with national

air carriers and according to aircraft type; and
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e Coming to an agreement on Georgia's position regarding the removal of

these aircraft during negotiations with the EU.

To solve these problems, interested parties should implement the measures given in

these recommendations.

More specifically: The Department of Transport Policy of the Ministry of Regional
Development and Infrastructure of Georgia should initiate consultations between
the Ministry, the United Transport Administration and interested national air

carriers (stakeholders).

The main position of the Georgian side should be summarized during these
consultations, and the Ministry should present their conclusions — as agreed upon

with Georgian air companies — during negotiations with the EU.

During this negotiation process with the EU, the Department of Transport Policy of
the Ministry of Regional Development and Infrastructure of Georgia should clearly
prove the importance of extending the deadline for the removal of Soviet-era
aircraft and other aircraft from the Public Registry of Georgia, based upon solid

arguments.

Despite the fact that extending the deadline for the removal of Soviet-era aircraft
from the Public Registry will delay Georgian national carriers' obtention of
unlimited access to the EU aviation market, Georgia should pursue this policy
alternative during the negotiation process with the EU. Hasty negotiations might

hamper the continued activity of Georgia's civil aviation sector.
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