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The meeting of the Economics and Security Committee in Bratislava, Slovakia, was chaired by Paul E. Gillmor (US).  He thanked the Slovak hosts and asked the Committee to adopt the draft agenda and the minutes of the last meeting in Orlando. Both were adopted. The Committee also considered the Comments of the Secretary General of NATO on the Policy Recommendations adopted in 2003 by the NATO Parliamentary Assembly. The Chairman then introduced the speakers for the morning session.

I. PRESENTATIONS

a)
Presentation by Mr Július Brocka, Vice-Chairman of the Finance, Budget and Monetary Affairs Committee, National Council of the Slovak Republic: The Current Economic Situation in Slovakia
Slovakia has recently undertaken a range of successful social reforms. There has been a sharp cut in direct taxes to a single rate of 19%. The taxation system is designed to benefit families with children and to attract foreign investment. Social and pension reforms have been undertaken to prevent a crisis stemming from an aging population. The new system is based on three pillars: a pay as you go pillar, a savings pillar (compulsory for younger people) and a voluntary pillar of supplementary pensions insurance.

The government has altered labour legislation to facilitate job creation, even while this reform makes it easier to lay off employees. It also seeks to combat illegal work. Education reform has granted local authorities greater power while giving more independence to universities. Finally, the heavily indebted health care system is being reformed. Competition will be introduced in the health care sector in order to achieve cost reductions.

Carlos Rodrigues (PT) asked Mr Brocka about the proposal to create tax harmonization in the EU (example single corporate tax). This would suppress one of the most important instruments for the attraction of Foreign Direct Investment (FDI). Mr Brocka replied that Slovakia had raised the level of indirect taxes under pressure from the EU, but that direct taxes remained a state responsibility.

In response to a question by Jos van Gennip (NL), Mr Brocka said that unemployment is also a consequence of the breakdown of the former Comecon system, in which Slovakia played a prominent role in the defence industry. But he also pointed out that today Russia and other East European countries are becoming attractive places to do business; infrastructure and skilled labour make it an interesting place to do business. Slovakia still has some links with the East and could target Eastern markets over the long run, although it is not a current trend.

Regarding Jane Cordy’s (CA) question on how Slovakia would introduce competition into the health care market, Mr Brocka specified that before the reform, there was a quota limiting the number of hospitals and doctors within a region. Recent reforms have eliminated these quotas.

Mr Brocka told Wolfgang Börnsen (DE) that the most important aspect of Slovakia’s transition was the change in mentality that takes place when the system places a premium on individual responsibility.

Robert Hochbaum (DE) asked how Slovakia had reduced illegal work. Mr Brocka pointed to three measures: the unemployed must report to an office once every seven days, labour costs have been lowered for employers, making it more profitable to employ legal workers, and sanctions for violations have been increased.

Responding to Carl B. Hamilton (SE) on the question of Slovak dependency on energy imports from Russia, Mr. Brocka suggested that the government has adopted a number of measures to reduce this dependency.

b)
Presentation by H.E. Mr Ronald N. Weiser, United States Ambassador to the Slovak Republic: An Enlarged Europe – A stronger Transatlantic Relationship

Ambassador Weiser suggested that the EU and the United States must strive to speak and act in unison; the transatlantic link is indispensable for both sides. The approaches to the Middle East are more similar than is often thought. President Bush is committed to democratic development and the Commission focuses on democracy, human rights and market economy in the Middle East. But change in that region is only possible if the states of the Middle East collaborate with the United States and the EU.  An active UN is needed to advance Iraq’s transition to an interim government, and a UN resolution would encourage other UN members to support Iraq. NATO could then play a role in developing a security framework for the country.

Mr Rodrigues asked about regional diversities in the Middle East.  He also asked how it is possible to collaborate on this matter. Ambassador Weiser insisted that the United States and Europe need to work together to help them and take advantage of the special relationships Europe has cultivated with some countries of the Middle East.

Mr van Gennip (NL) asked how the United States and Europe could overcome tensions arising out of different approaches to issues like the Kyoto Protocol and the International Criminal Court. Ambassador Weiser pointed out that the US agrees on many points of the Kyoto protocol and of the International Criminal Court. These should provide the foundation for new agreements but this will be difficult and may take some time to resolve. 

c)
Presentation by Dr Mark Duffield, Professor of International Security, University of Lancaster, United Kingdom: Social Reconstruction: Structures, Assumptions and Challenges
That “winning the peace” is more difficult than “winning the war” has become a leitmotiv of the post-Cold War era. After the Cold War, the threat of a nuclear war was replaced by concern for people living in Southern states and human security moved from the domestic onto the international agenda. Failure to achieve human security, risks creating disillusionment and civil conflict, threatening states from inside and destabilising the global security more generally. After the end of the Cold War, aid was no longer given to reward political allegiance but rather targeted at the poorest countries and social groups. Increasingly, this became a justification for international interventions, especially since it started to overlap with the idea of failed states: if states could not assure the security of their people, the international community had to step in.

This created a new relationship among non-state actors, states and international institutions. However, as time-limited interventions turned into open-ended commitments, difficulties appeared, not least in terms of the growing fears of aid workers about the increasing politicisation of their role. Development aid was becoming a new tool of northern foreign policy.

Aid disbursements are increasingly directed towards rebuilding Afghanistan and Iraq. Derogations are given for the respect of human rights treaties. The escalating cost of security, however, tends to reduce reconstruction budgets. Collaboration between non-state-actors and states is in a crisis and thus, winning the peace will prove even more difficult than before.

Mr van Gennip pointed out some achievements of post-conflict reconstruction and said that it might be possible that actions to fulfil the goals of North and South could overlap especially, as Hugh Bayley (UK) also stated, since criminals are oppressing both people in the North and in the South.

Responding to Mr Bayley who asked when military intervention for humanitarian purposes was justified, Dr Duffield answered that it is justified when it has a meaningful positive impact on the lives of people and on international security. But an independent body should verify this.  He also pointed out, in response to Mr Hamilton, that it is questionable whether we currently have the right international body to take the decision for intervention.

In response to Victor Voitenko (RU), Dr Duffield explained that the current definition of terrorism examined at the UN is so broad that it could apply to almost every terrorist act. Therefore, there is a danger that this can be used to act against legitimate opposition within a country.

II. PRESENTATION OF THE DRAFT REPORTS

a)
Presentation of the Draft General Report, Post-conflict Reconstruction and Development. The challenge in Iraq and Afghanistan [58 EC 04 E rev.1] presented by Jos van Gennip (Netherlands), General Rapporteur

The report examines a new problem on the international agenda: how to help countries torn asunder by war. Economic consequences of insecurity, violence and destruction are serious concerns and thus, the development-security link is specially stressed in this report. Reconstruction should start with social policies, and then turn over to sectoral policies and only then can macro-economic measures really have an impact.

Mr. Hamilton pointed to one major difficulty: hyperinflation is one of the main causes of famine and can only be tackled with macro-economic solutions. Mr van Gennip stressed that he would clarify his definition of “macro-economic policy” (for example measures such as privatisation).  He also insisted that institutions could not simply be exported but that they had to be created from within the country.

Mr Voitenko stressed the problem of paramilitary groups and drugs in Afghanistan and Mr van Gennip agreed that we need to find a reasonable alternative if we want to solve the problem of democracy. John Boozman (US) and Iván Farkas (SK) also stressed that member states had to meet their goals for Afghanistan and to provide Provincial Reconstruction Teams (PRTs) if the stabilisation process is to succeed.

José Lello (PT) said that actions in the Arab world showed clear signs of arrogance and ignorance on the side of the Pentagon. He suggested that some moderate Arab countries be involved in the process of stabilising the region. Mr van Gennip insisted that withdrawal was not an option for the West and that even those who were not in favour of an intervention should feel concerned.

b)
Presentation of the draft report, The Economic and Trade implications of Migration and Outsourcing: A Transatlantic Challenge [60 ECTER 04 E] presented by Hugh Bayley (United Kingdom) on behalf of Michael Gapes (United Kingdom), and John Tanner (United States), Co-Rapporteurs

The report examines the labour dimensions of trade in the framework of the discussion on migration and outsourcing. It looks at the economic and social implications of migration and also links the issue to security issues. It stresses the importance of remittances as a source of development. Among its recommendations are that countries invest more in labour skills development, that the EU collaborate more closely on asylum matters, that the retirement age be increased and, above all, that societies are kept open for immigration because social consequences of closed societies would be negative for all.

John Tanner presented some trade issues currently discussed in Congress. He insisted on the importance of Pascal Lamy’s proposal to eliminate EU export subsidies on farm goods for the revival of the Doha round. He also raised the issue of the Byrd amendment and of the foreign sales law, but explained that it was not sure whether the House of Representatives would pass a resolution before the elections.

Aziz Akgül (TR) suggested that Turkey should not be mentioned in paragraph 62, since illegal migration through Turkey has decreased, which is even stated in the EU progress report.

Mr Rodrigues suggested that we should be more incisive in terms of fighting the problem of illegal immigration and that some solutions be included, such as the proposal made by the Commission to create a coordinated approach to border control. He raised the issue of high skilled versus low skilled immigration, stressing that not all countries need mainly high skilled immigrants such as the United States and the UK. Finally, he spoke about the problems of exploitation encountered by immigrants. Mr Bayley insisted that most countries need both types of immigration. He also stressed that the problems encountered by many immigrants were the result of the link between illegal immigration and organised crime that needs to be tackled.

c)
Presentation of the draft report, Economic Transition in Central and Eastern Europe and the Environmental Dimension  [59 ECEW 04 E], presented by Hugh Bayley (United Kingdom) on behalf of Harry Cohen (United Kingdom), Rapporteur

The Comecon economies were biased towards highly polluting heavy industries and management sought to meet production quotas without consideration for environmental costs. Since then, numerous measures have been undertaken to improve the quality of the environment in order to meet EU requirements, but environmental justice remains a concern. The report also examines the environmental consequences of the Common Agricultural Policy (CAP) and monitors the progress made in the area of greenhouse gas emissions, water safety, waste management and nuclear safety. But the region also has new environmental challenges to face that are a factor of development, such as increased traffic, urbanization and mass tourism. The main challenge lies in changing the environmental culture not only in Central and Eastern Europe, but also in the West.

Mr Farkas took up the issue of nuclear plants, stressing that Slovakia had undertaken to close two nuclear plants by 2006 and 2008 respectively. The recent proposal (which is worrying Austria) to keep one of them operating has been ruled out by Commissioner Verheugen, since a treaty has been signed with the EU.

Ovidiu Cameliu Petrescu (RO) insisted that he would like to see the reference to minorities removed from paragraph 19 since the effects of the pollution concerned the population as a whole. He also admitted that Romania had even more serious problems than those analysed, since heavy industries have been polluting the air for over 40 years and life expectancy in these regions is low.

Mr Voitenko warned against politicising the topic when speaking about the legacy of the Soviet Union. He also considered paragraph 41 to be very condescending because an upturn in Russia seemed to be ruled out.

III. OTHER MATTERS

The Chairman asked delegates if there was any other business that they wished to discuss. He thanked delegates for their attendance and contributions and closed the meeting.

