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ABSTRACT
Paper addresses the air law and economic policy and the future trends in these fi elds. Principles and 
sources of this branch of law are specifi ed in the context of civil aviation. Th e situation, where we can 
fi nd civil aviation law in cooperation with economic policy is the economic regulation of airports.
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1. Introduction
Th e Air Law is a very specifi c system of law and the sta-

te or some international organization has the legal power to 
control the observance of it. Th e air transport is internatio-
nal and there are development trends towards consolida-
tion / unifi cation. Th ere is a very strong relation between 
the international air law, national air law and EU law.

Th e classic demarcation between national and interna-
tional law, and between private and public law, is also appli-
cable in the air law. Private international law, in this context, 
means the body of rules pertaining to the relations betwe-
en private persons involved in the operation and use of air-
craft , whereas public international law is the corpus of legal 
norms pertaining to the relations involving states and inter-
national organizations in respect of those activities.

Th e Air Law is a body of rules governing the use of airspa-
ce and its benefi ts for aviation, the general public and the na-
tions of the world. Th e term aviation law is still being used in 
several handbooks. In fact it has become obsolete, like its co-
unterpart navigation law. On the other hand, the designation 
air transportation law, which has been employed on occasions, 
off ers the disadvantages of representing only one sector of air 
law and thus conveying too narrow interpretation. Currently 
the term aeronautical law is also being used, especially in the 
Romance languages, where expressions like droit aeronautique 

and diritto aeronautico are commonly employed side by side 
with droit aerien and dritto aereo.  In the present treatise the 
term air law has been adopted, which is a current practice. Th e 
study of air law is relevant for number of reasons [1]:

• Air law is interlinked with other areas of law on several po-
ints. It involves many aspects of constitutional law, admini-
strative law, civil law, commercial law and criminal law. Its 
international element, however, is always paramount,

• Air law off ers a striking example of how existing legal rules 
can be swift ly adapted to the impressive technological pro-
gress achieved in recent years. 

2. The autonomy of air law
Th e point has been raised on several occasions whe-

ther it was altogether necessary to introduce a special 
body of rules to govern the airspace. Th is line of thinking 
led, in turn, to the question of whether the air law was to 
be regarded as an area of law sui generis, consisting of ru-
les of a typically distinctive nature.

2.1. Sources of Air Law

Th e following classifi cation may provide some useful 
guidance: multilateral conventions, bilateral agreements, 
and national law, contracts between states and airline 
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companies, contracts between airline companies, general 
principles of international law.

Multilateral conventions are the primary source of air 
law. In stating this fact it is very important that the air law 
has taken on its international character and emerged on 
an international plane almost from the very beginning, i.e. 
following the fi rst fl ights between Paris and London. Paris 
Convention was concluded in 1919, the year in which that 
fl ight took place. Due to the rapid developments in avia-
tion and with the law-makers attempting to keep pace, the 
custom has largely been bypassed as a source of law, the 
result being that the air law today consists mainly of writ-
ten law. 

2.2.  Sources of Air Law in the Slovak 
Republic

In the Slovak Republic (SR) there is legislation giving 
powers to the National Slovak Council, the Government, 
the Ministry, and the Councils of self-governing regions.

Act No. 143/1998Coll. on the civil aviation and on 
amendment and supplement of some other legislation is 
the basic Slovak civil aviation legal act. Th e authorization 
for Ministry of Transport, Posts and Telecommunications 
of the SR is issued by law and by the national standards. 
Th e background of Act No. 143/1998Coll., on the civil 
aviation is in the Chicago Convention. Th e Slovak Repu-
blic is a member state of the International Civil Aviation 
Organization (ICAO). Th e Convention on International 
Civil Aviation, also known as the Chicago Convention, es-
tablished the ICAO in 1944. ICAO standards and other 
provisions are developed in the following forms: Stan-
dards and Recommended Practices - collectively referred 
to as SARPs; Procedures for Air Navigation Services - cal-
led PANS; Regional Supplementary Procedures - referred 
to as SUPPs; and Guidance Material in several formats.

2.3. Sources of air law in EU

Th e European Union – the name of this organization 
was not chosen randomly from the handbook. It was cho-
sen on the basis of the mission of the organization, name-
ly the realization of two particular ideals, those of Euro-
pe and Union, which each carry a legacy of rich, complex 
and contradictory associations. Europe may be the terri-
tory which stretches from the Atlantic in the West to the 
Urals in the East, and Europeans, the people of the terri-
tory. Th e development of European ideals and the govern-
ment of the problems of contemporary Europe are imple-
mented almost exclusively through the EU law. Aft er the 
accession to the convention of EU, the EU law for our co-
untry is very important and we have to implement EU le-
gislation in our national legislation and the same situation 

is in the air law. Th e EU air transport legislation is com-
posed of rules in several subject areas: economic policy, 
air traffi  c management, safety, security, environmental 
matters, social matters, passenger protection, and exter-
nal relations. Th e air transport policy was developed by 
the European Community (EC) from 1977 until the pre-
sent. Th is process is unique since it is the fi rst time that a 
group of countries together has developed a comprehensi-
ve mandatory air transport policy. It is diff erent from the 
ICAO approach in the sense that particular importance 
has been attached to the economic aspects of such a poli-
cy, and in that the rules are mandatory without the possi-
bility of Member States fi ling diff erences: the EU rules are 
there to be applied with the force of national and Europe-
an law as appropriate. Because of its specifi c nature, both 
from a public and commercial point of view, it must be 
underlined that safety has to be a vital element of any air 
transport policy.

Most EU law-making is carried out within the com-
munity pillar. Central types of legal instrument in the 
Community law comprise: regulations, directives, deci-
sions, recommendations and opinions. Regulations shall 
have general application. Th ey shall be binding in their en-
tirety and directly applicable in all Member States, they are 
mostly centralizing all the Community instruments and 
are used wherever there is a need for uniformity. From 
the date of resolution they are automatically incorporated 
into domestic legal order of each member state and requ-
ire no further transposition. Directives are binding as to 
the result to be achieved. Th ey leave the choice as to forms 
and methods used to implement them to the discretion 
of Member States. Usually 18 or 24 months aft er publica-
tion - by which time Member States must transpose the-
ir obligations into the national law. Decisions shall be bin-
ding in their entirety upon those to whom they are addres-
sed. Recommendations and opinions shall have no bin-
ding force [2].

3. Economic policy in Europe
Some famous critics declare: “Policies change law, but 

law does not change policies.” In the civil aviation it is a 
diff erent situation, because the air law can change econo-
mic policy in civil aviation. And what is the relationship 
between politics and economics?

Politics and economics are closely linked and oft en 
aff ect each other. I want to examine the linkage between 
political forces, which usually create law and economic 
changes. Diff erent legal systems operating in various 
member countries of the EU off er another example of eco-
nomic diversity. Th e law exists to provide formal guideli-
nes and rules to govern the behaviour of individuals and 
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organizations. Failure to comply with the law means that 
penalties will be infl icted by the courts depending on the 
seriousness of the off ence.  Although the law changes over 
time, it may only do so over a long time-period and may 
lag behind important economic changes which are taking 
place in a country. In many cases, it is not economic chan-
ges which lead the way of changes in the law, but ambigu-
ities in the law itself which are challenged in the courts. 
It may be that a long-term harmonization of the EU law 
is achievable since countries are already used to making 
alterations or introducing laws which refl ect changes in 
economic attitudes. Economic policy coordination is an 
element of economic union. Since policy coordination, 
whether on monetary or fi scal policy, involves an element 
of political union. Th is process is now happening in EU, 
though the progress towards economic and political union 
will ultimately depend on the will of Europe´s leaders and 
people. Th ere is a tension within EU policy-making be-
tween the tendency to regulate and the encouragement of 
national governments and authorities to deregulate. Th is 
is oft en a concern of business.

Th e emphasis has now shift ed towards deregulation 
and privatization as the route to international competiti-
veness. And that is the place, which is very important for 
air transport market and civil aviation. Th e current aims 
of the transport policy are to establish a single market for 
all forms of transport, allowing free access to the market in 
each member state, and environmentally sustainable. Libe-
ralization of all forms of transport is also in progress. Th is 
has proved the most diffi  cult aspect of transport policy.

3.1.  Air Transport Market and Economic 
Policy

In the air transport market, three successive deregula-
tion packages agreed between 1987 and 1993 created the 
condition for opening up the competition in the Europe-
an market. In particular, uniform criteria have been intro-
duced for operating licences, full cabotage is now available, 
allowing airlines to fl y and pick up passengers on any Eu-
ropean route, and controls on fares have been removed [3].

3.2. Economic Orientation of Airports

Th e question is: “Are airports in a better hand with the 
state ownership or private ownership?” What does priva-
tisation of airports mean? Why do we need privatisation? 
Privatisation is defi ned as the transfer of more than 50 per-
cent of the ownership of a business from the public sector 
to the private sector. Privatization came to be seen as a “qu-
ick-fi x” method of creating a private sector in economies 
where all enterprises had traditionally been in the hands 
of the state. Now it is the era of low-cost companies, with 

full private ownership. Th e full state ownership of airports 
is changing to private ownership, which is more eff ective. 
Th is puts pressure on airports to get more effi  cient airport 
services. Airports have always been recognized as an essen-
tial component of the national aviation system, they were 
only considered as being a platform providing the necessary 
services to airlines operations, without having a specifi c role 
in the air transport market development. As a consequen-
ce, commercial activities were not much developed by air-
ports. Th is explains why airports property was always pu-
blicly managed while commercial activities, when needed, 
were outsourced to private companies.

4. Privatization of airports
Big changes in the air transport network structure are 

coming from airlines bankruptcy and airlines consolida-
tion, too. Th e onset of low cost companies has infl uence 
on the changes in airport services. All these changes in the 
demand for airport services associated to the lack of capa-
city at some airports showed the importance of the inve-
stment issue for airports. Indeed, the traditional airports 
management model, fully dependent on state decisions, 
revealed not enough response to quick and deep changes 
aff ecting the air transport market. 

Aware of this lack of effi  ciency, most of European go-
vernments tend now to consider airports as potential pro-
fi t-making enterprises and tend to change the airport 
ownership and management model. Typical of some Eu-
ropean countries (such as Spain, Greece, Poland, etc.), air-
ports remain owned and managed by the state. Two main 
trends tend to develop in Europe: devolution and privati-
zation of airports.  Th ey are completed by evolutions in the 
management models. 

Devolution consists in a defi nitive transfer of jurisdic-
tion by the central government to a distinct juridical enti-
ty under public law. In this case airport management can 
be either done by the owner or outsourced. Th e airport de-
volution consists in transferring part or full of the airport 
ownership from the states to regions, city council, local 
authority and/or chamber of commerce [4].

Th e objective of such a change in airport status is to give 
the airports a larger autonomy (in particular in the fi nancial 
planning) by directly involving local and regional authorities 
in their strategies of development. Th is form of devolution is 
therefore generally the fi rst step before a privatization. Sta-
tes having chosen such changes in airport status indeed oft en 
aim in a further step (not yet planned) at transferring part or 
all of the airport ownership to private companies.

On the other side privatization consists in selling part 
or all of the airport ownership and management to a priva-
te company. In the case of partial privatization, devolution 
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can be combined with privatization. Th e objective of the 
devolution with privatization is to give the airport a com-
mercial orientation [5]. Since they aim at optimizing the 
rate of return on their investments, private investors have 
stronger incentives for cost control and effi  ciency, as well 
as for seeking new revenue opportunities. A public-pri-
vate partnership can be considered as being the fi rst step 
toward privatization.

4.1. Types of Privatization

Th e privatization of airports can be partial or full. In 
the case of partial privatization, the national state still 
owns a share of the airport while in the case of full privati-
zation the airport fully belongs to private investors. 

Th e full privatization of an airport leaves a total fre-
edom to the airport owner and manager to choose the way 
to maximise the airport profi t. In the case of full privati-
zation operations relative to the infrastructure as well as 
to the management are made by a private company that 
aims at earning revenues to cover the infrastructure inve-
stments and earn a fair return on investments. 

Th e next trends in the airport evolution are new cha-
racteristics of multi–airport management. Indeed the ma-
nagement of several airports goes from a management of 
all the airports of a country in the case of state ownership 
and management to a management of several airports in a 
given country or in diff erent countries. If this can be a prio-
ri surprising this does not mean that the objectives of pro-
fi t maximising are not reached. Indeed, owning and mana-
ging several airports located in the same metropolitan areas 
may be a success key to improve the economic effi  ciency of 
all these airports. In particular, owning the primary as well 
as secondary airports of the metropolitan area may be an ef-
fi cient way to control the competition level between the air-
ports and to develop complementary airports. Hence, the 
natural trend of secondary airports to focus on niche mar-
kets stressed by De Neufville. Th ey can be more easily and 
effi  ciently controlled so as to be not only profi table for the 
secondary but also for the primary airport [6].

In Europe, multi-airport ownership in a metropolitan 
area exists in London, Paris or Frankfurt. In United King-
dom, the British company BAA indeed owns and manages 
London Heathrow, London Gatwick and London Stansted 
airports. In France, ADP owns and manages both Paris 
airports: Orly and Charles De Gaulle. In Germany, Fra-
port owns and manages Frankfurt main airport and owns 
65% of Frankfurt Hahn airport. 

An additional trend is the investment in the owner-
ship of several airports located in diff erent geographical 
areas in the same country. For instance in Germany, Fra-
port owns 30% of Hannover airport and 51% of Saarbrüc-
ken airport. 

Th e last trend in Europe are the investments in the 
ownership of foreign airports. For instance the UK Com-
pany BAA owns 75% of Budapest airport.

5.  Economic regulation 
of airports, yes or no?

All these factors have substantial infl uence on eco-
nomics of the airport. Th e relevant moment is to fi nd the 
balance between the airport capacity and expenses on it. 
Th e fundamental cost items are staff  costs, maintenan-
ce expenses, depreciation, amortization and impairment 
(operating expenses).  Th ere has to be a balance and suita-
bility between the expenses and revenues. Th e basic idea 
of business is the eff ort of achieving a profi t. Th e funda-
mental revenue items are airport taxes, parking fee, secu-
rity fee, handling revenue, landing fee, fi nancial revenue 
and other commercial revenues.

Th e situation on the air transport market is diffi  cult. 
In the past it was a regulated market, then the deregula-
tion process on the world’s air transport market started 
and now we are thinking about regulation on the libera-
lized market.  Economic regulation of natural monopoly 
demand shoots up on the air transport market.  Th e qu-
estion is, if the airport is the natural monopoly or not? Th e 
Samuelson localized the position of air transport some-
where in the middle between a natural monopoly and per-
fect competition. 

Th e specialists claim that the airport is geographically 
limited natural monopoly. Th is position is very important. 
Th e regulators secure compliance with rules of maximum 
level of aeronautical charges. Th e legal environment plays 
an important role for the airport competitiveness. In par-
ticular regulations on the aeronautical charges that are dif-
ferent between countries will impact the airport competi-
tiveness as compared with other airports.

Th e competition from other airports is at best limited, 
if not non-existent.  Market powers enable airports to ra-
ise their prices, and to extract rents from the customers. 
Th erefore the rationale for regulating airports has seldom 
been questioned. Regulation aims at controlling costs and 
prices, and quality of services.

6. Conclusion
Th e right answer to the question is that the policy can 

change the law and law can change the economy. In the 
last example, we can see that the answer is really related to 
the economic regulation of the airports. In most of the co-
untries, the functions of ownership and regulation are not 
separate, and regulation lacks transparency. Th e European 



AIR LAW AND ECONOMIC POLICY

Archives of Transport System Telematics4242

Commission proposes to have a single regulatory system 
all over the EU, with an independent regulator in each 
country. In the year 2009 the Directive of the European 
Parliament and of the Council on Airport Charges was 
issued – Directive 2009/12/EC, which is a common fra-
mework regulating the essential features of airport char-
ges. EU presents the necessity of economic regulation of 
airports and airport charges. On the basic of this directive, 
the airports have to change their economic policy. Th at is 
the result how law can change the  economic policy.
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