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1) Background:

13/01/2004 
Proposal for Directive on Services in the Internal Market

16/02/2006 
EP Adoption of Report in First Reading

04/04/2006 
Modified Commission Proposal

30/05/2006
EU Member States adopt Common Position

24/07/2006 
Commission Position of the Council adopted

One of the fundamental principles of the European Union lies in the four freedoms of the Common Market. While the free movement of goods, capital and persons in the EU appears to be almost completed, the last years have seen increasing efforts to establish also the free movement of services between the EU Member States – a sector, which today amounts to more than half of the EU’s GDP. The liberalisation of services inside the EU runs in parallel to the global discussions under the WTO’s GATS negotiations to liberalise also the global trade in services.

Current legislative projects such as the GATS negotiations, the Services Directive, Services of General Interest and the State Aid Reform potentially would affect the freedom of European Regions to implement their individual policies in the fields of culture, media, education and languages – policy areas forming an integral part of the Cultural Diversity of Europe. 

Once the Services Directive is adopted, it will be the basic legislation in the European Union, setting standards for all future regulations concerning services in specific sectors. 

2) State of Play:

By now, the compromise on the Services Directive, which was hotly debated over the previous year, is today accepted by a majority of EP Parliamentarians as well as by a majority of EU national governments. 

The Second Reading started in early September, with the EP Rapporteur, Ms. Gebhardt (PSE, German) publishing her draft recommendations for amendments in the EP. However, she proposed only a limited number of 11 amendments that will not lead to major changes of the Directive. Therefore, no major conflicts over the dossier can be expected.

3. Next Steps:

In autumn 2006, the EP will have to adopt a position in Second Reading, possibly on 15 November in Plenary. If it introduces amendments to the Council Common Position, then a Third Reading/Conciliation Committee on the proposal is likely with final adoption of the Directive in Spring 2007. 

4. Main issues:

As regards the sectors of cultural and education services, these have not been removed from the Directive as such, but the following safeguards have been included in the revised draft:

· The Directive cannot have the effect of liberalising services of privatising public entities providing a service.

· The Directive does not affect aids granted by the state and which are dealt with under European Competition law. 

· The Directive applies to ‘services’ as defined by European law. The European definition does not include activities, which are performed by the state when carrying out its social, cultural or education duties. Therefore, many aspects of education and culture services are excluded from the Directive’s scope.

· There is no definition of what constitutes a service of general interest (SGI) within the Directive or in any other European legal document. It is up to each Member State to create its own-national-definition of a SGI. Therefore, where culture and education services are considered a SGI in a particular Member State, the rules of the Directive will not apply to them. 

· The Directive does not affect measures aimed at protecting or promoting cultural and linguistic diversity and media pluralism.

Finally, the controversial ‘country of origin principle’ has been revised and is now named “freedom to provide services”. The new principle requires service providers to apply the rules of the country in which they are operating, but Member States cannot restrict access to their markets and can only impose restrictions on market access under specific conditions. 

5. Challenges for European Regions:

In the current – and probably final form – most areas of culture, education and media in the regions will not be included in the scope of the Directive. However, Parliamentarians and Member States might still attempt to changes provisions in the abovementioned policy areas during the Second Reading. Hence, any developments in these areas should be closely monitoring.

In addition, the implementation of the final Directive in the Member States might also lead to new questions regarding the inclusion of culture, education and media in the scope, as – depending on national or regional structures – these spheres might be affected by the provisions of the Services Directive on the national level.

6. Recommended Actions:

The Second Reading and the final adoption of the Services Directive should be continuously monitored as well as problems that might arise by the implementation on the national level. Future activities might arise from these developments.
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