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Third Party Evaluator’s Opinion on
Bishkek-Manas International Airport Modernization Project (KYR-P1)

Olga Kan
Head of International Department
Academy of Management under the President of the Kyrgyz Republic

Relevance

According to the National Public Investment Program (part of the National
Development Plan) the Manas International Airport (MIA) modernization has had one
of the highest priorities in the transportation sector. It took place at the time of Project
appraisal and relevant now. The main objective of the Project to modernize the MIA to
meet international standards was generally achieved. The outcomes are the following:
1) ICAO accepted the MIA as airport of Category I; 2) international flights increased; 3)
opened the flight entry to Peking (China); 4) the International Aviation Committee
certified the MIA and recognized it as the best airport in CIS countries. But, some needs
were not satisfied due to the lack of financial support: 1) the run-way reconstruction
was not completed in a full volume; 2) the air traffic control facilities, utilities and fire
equipment were not implemented. The cause of the lack of finance could be an
underestimation of Project cost or unforeseen of exchange risk (since the signing of the
Loan Agreement to the moment of signing implementation contracts the amount of the
loan (in hard currency) reduced approximately to 20-24%. Nevertheless, the MIA
modernization project has had the strongest position in compare with another similar
project in this sector: Reconstruction of Air Traffic Control System in Osh International
Airport, implemented due to the loan of Natexis Banque (France). That Airport has
much more less workload than MIA and so, had less demand for new navigation
equipment. Additionally, the investment to modernization of MIA is the long-term, and
due to the appropriate loan conditions the Project could provide the economic defense of
the Kyrgyz Republic. I am not sure about the reliability of financial data, just can
provide the officially published Income Statements for the last three years (thousand
som)*:

Indicator 2000 2001 2002 2002/2001 (%)
Income 71,955 249,179 797,579 320
Gross Profit 29,661 87,526 448,555 512
Operational Profit - 3,005 47,644 382,762 803
Net Profit 446 4,333 158,429 3,656
Impact

The Project impact is outstanding: the MIA now is working as international
airport; the passengers’ service meets to international standards. The main objective
has undoubtedly achieved by the Project implementation. The degree of achievement is
not one hundred percent only due to a lack of finance. The external factor was exchange
rate. The negative environment impact is unessential for consideration; it seems the
same as it was at the period of Project appraisal. The increasing of local population
employment during the Project implementation was the intended positive factor.
However, after the Project completion the Kyrgyz Airline Company was divided into
three separate companies: MIA, Airlines Company “Aba Joldoru”, and Kyrgyzstan Air
Navigation; and the total number of employees were reduced. Nevertheless, that factor
could be considered as unintended, but positive due to increasing of positive competition
between airline companies and improving of financial data of MIA. Concerning impacts
on laws and regulations it had direct positive impact: before Project implementation the
Kyrgyz Airlines itself initiated and was the author of regulations in the sphere of Civil
Aviation; now the Division of Air Transportation under the Ministry of Transport and
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Communications i1s working on creation and regulation of legal base of the sector,
licensing and certifying activities in the transportation sector.

Conclusion: the MIA needs now development of organizational and financial
management.

e Income Statement 2002 confirmed by audit company “Marka Audit Bishkek” Ltd.
. Published in the newspapers “Slovo Kyrgyzstana” in April 19, 2002 and May 22, 2003
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