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1) Background 

1995  

GATS enters into force.

2000  

Successive rounds aimed at a higher level of liberalization of services have

begun.

2001  

WTO Ministerial Conference in Doha, Qatar. WTO members set two key 

deadlines for services negotiations. 

30/06/2002  
End of first deadline for the submission of each member’s initial requests to

other members, stating areas of interest for  market access commitments. 

31/03/2003  
End of second deadline for the submission of each member’s initial offer on

specific sectors. 

July 2006  
Suspension of the WTO negotiations of the Doha round. GATS negotiations

are stalled for the time being as well.

2) The GATS 

The General Agreement on Trade in Services (GATS), is the first and only set of multilateral rules covering international trade in services, which is today the main sector in Europe constituting more than 50% of the European GDP. It sets the framework within which firms and individuals can operate. In general, any kind of subsidies is regarded as distortion of competition and should therefore be abolished in order to assure free competition. 

The GATS consists of two parts whose first is a framework agreement on general rules and disciplines, the second part is formed by the national schedules of the countries. In these national schedules the country lists these services for which it wants to guarantee access to foreign suppliers. 

In principle, the GATS applies to all services except those provided to the public in the exercise of governmental authority, furthermore in the air transport sector, traffic rights and all services related directly to the exercise of traffic rights. A list of services, which are regarded as public ones, has not been elaborated so far as the European Union affirms that this is not really feasible. Moreover these seemingly exceptions – namely free political configuration of public services – are not codified in the GATS Treaty and therefore must be seen as just a political recommendation, which is not legally binding! 

The European Commission negotiates all trade agreements on behalf of all Member States in consultation with the Article 133 Committee, which is composed of representatives from the Member States and the European Commission. All formal decisions have to be confirmed by the Council of Ministers. The role of the European Parliament is only formal as the European Commission just informs and consults the EP on a systematically basis.

3) Next Steps

The WTO negotiations were suspended in July 2006 for an indefinite time and no new deadlines have been set. This affects also GATS negotiations, which are halted for the moment. As a result, the EU appears to refocus its commercial strategy towards bilateral free trade agreements for specific markets and products. However, a restart of the Doha negotiations regarding GATS after a few months cannot be excluded. In addition, the European Commission might use the time to define its position regarding public services.

4) Main Issue

The GATS aims at a liberalization of the services sector what should finally lead to a free market based on request and offer within this sector. 

The supporters of liberalisation argue that, as a consequence, these once protected markets will be then accessible for every supplier and competition will not be distorted anymore by national subsidies.

Opponents of liberalisation hold against that the sphere of public services should not be liberalised globally, because it would reduce the ability of public authorities to steer the development of their municipalities, regions or states. Especially, public services of common interest, such as social services, culture, education and also media, should remain exempt from liberalisation of services.

5) Challenges for European Regions 

· Based on the assumption that European Regions are in favour of being exempted in their spheres from liberalisation of services, the challenges in the GATS procedures are as follows: 

a) Following a proposal for GATS, every state could deliver a list of general governmental subsidies that can be later exempted from the negotiations, but become finally however part of the GATS. This can be very dangerous as consequently every further modification of national subsidies would violate the GATS and must therefore be approved by the WTO. Furthermore, GATS commits the signatories to review all exemptions after a while and finally to liberalize as a completely liberalised market based on competition is the final target of GATS. 

b) The fact that the (often misrepresented) exemptions to GATS are not legally binding and therefore just political recommendations, make out of all services without - a single exception – a potential object of GATS negotiations.

c) Furthermore, ensured quality standards are at risk, as the mandate on domestic regulation requires the development of disciplines to ensure that qualification requirements and procedures, technical standards and licensing requirements and procedures do not constitute unnecessary barriers to trade in service. 

· Education - Following the WTO rules, governments would finally have the choice either to subsidize both public and private educational institutions or to privatize the public ones. Consequently, this may lead to a two-class educational system where only the prosperous people can afford high quality education, as privatized educational institutions would follow the principles of free economy.

· Culture – Similar to Education, the regions might lose their ability to use their funds freely to support and promote the cultural heritage and cultural life of their region, in particular to protect the cultural activists in their region from global competitors.

· Media – A liberalisation of media services based on GATS would it make also very difficult for public media to ensure the distribution of information services of public interest in the regions. In particular, this would endanger the support for the regional democratic participation of citizens, the protection of regional cultural diversity and the protection of lesser-used languages.

In general, full liberalisation of services in the fields of culture, education and the media would include risks to the regions, such as:

· Cost-saving management would increase with less resources for additional projects and activities;

· Rationalisation of services based on criteria of the market; 

· Services that are not requested by the market could disappear;

· Dependence on private investors which could finally affect, the freedom of research and tuition;

· Rise of costs for private households 

· Loss of democratic participation; and

· Loss of governmental self-determination. 

6) Recommended Actions for the AER

· Close monitoring of the position of the European Commission and the EU Member States on GATS as well as the next steps regarding the WTO Doha round;

· Development of a AER position on GATS, also in relation to Services and State Aid in the EU;

· Identification and contact with potential partners and supporters; and

· Lobbying EU decision-makers on the AER position and necessary steps regarding GATS.
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