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1. Following the opening remarks given by the Chairman, Hugh Bayley (United Kingdom), the Committee unanimously adopted both the draft Agenda [178 ESC 11 E] and the Summary of the Meeting of the Economics and Security Committee held in Varna, Bulgaria, on Saturday 28 May 2011 [138 ESC 11 E].  The Chairman next laid out the procedure for amending the draft resolution.
I.
Presentation by Prof. Sultan Barakat, Director of the Post-war Reconstruction and Development Unit, University of York, on Post-Conflict Development in Afghanistan
2. Professor Barakat’s presentation took stock of the past 10 years of international engagement and offered a comprehensive account of what had been achieved in Afghanistan. At the outset, he stressed that stock-taking efforts were complicated by the lack of universal measures for evaluation and pointed out that such evaluations varied depending on whether these were conducted from a donor’s perspective or from a strictly security perspective. Moreover, he noted that there was very little consolidated data, which places important limitations on understanding the situation in that country. 
3. The speaker then provided an account of progress achieved in a number of areas. He pointed out that the greatest advances had been in the field of education and life expectancy, covered under the category of social effectiveness.  He noted that there had been progress on GDP growth, but that it did not reflect the rural/urban divide. In contrast, governance and security indicators marked a generally negative trajectory, with civilian casualties rising in recent months.

4. Turning to the lessons learned and the way forward, Prof. Barakat noted that there was no coherent and shared vision for Afghanistan’s future.  That country undertook economic liberalization too early, and this was imposed from abroad rather than developed from within. He stressed how important it is to pursue economic policies that fit the Afghan context. To that end, he advocated for the incorporation of Islam into the policy agenda in Afghanistan, recalling that efforts to expunge it had ended disastrously for the Soviets.  He underlined that the local economy needs to be reinforced; this would help counter-balance the influence of for profit development contractors who are simply pulling wealth out of the country and undermining the country’s development prospects. The speaker indicated that the need for international support to Afghanistan was now greater than ever, but paradoxically, international attention had been waning. This is creating a resource gap, which could prompt a return to conflict. 
5. Responding to questions from the members of the Committee, Prof. Barakat stated that the situation in Afghanistan and Pakistan could not be separated, but cautioned that putting too much emphasis on Pakistan risked ignoring local development and security challenges. He acknowledged that developments in Pakistan were consequential, but argued that the insurgents principally relied on support from local communities. Breaking that link was essential. Turning to a question on infrastructure construction, the speaker noted there had been progress, but he cautioned that the picture was highly variegated. Prof. Barakat stressed that new approaches were needed to improving the country’s infrastructure and its governance capacity and that these policies needed to be premised on strong empirical data and local understanding. 
6. In response to a question on the influence the United States and the Allied countries were likely to exercise once the transition is completed, Prof. Barakat acknowledged that the influence of the Allies would wane, but stressed that such influence could be through economic engagement. Prof. Barakat agreed that Pakistan’s influence would be considerable. Arguing that the policy agenda had been changing too often, shifting from capacity building to reconstruction to security, he called on the international community to remain engaged in Afghanistan.  
II.
Presentation by Frank Boland, Director of Force Planning, NATO Defense Policy and Planning Directorate on Transatlantic burden sharing in a time of budgetary crisis
7. Frank Boland provided a summary of the decisions taken at the NATO Ministerial meeting on October 5-6, 2011. He stressed that NATO is the only organization that conducts extensive internal analysis and comprehensive dialogue. He touched upon some of the decisions taken on smart defense and ground surveillance, the latter having not yet been completed, but he noted that there was a specific deadline regarding the way forward. Mr Boland also provided an overview of current NATO activities in theater. 
8. Focusing on the lessons learned from Operation Unified Protector, Mr Boland noted that the operation had taken only six days to be put together and stressed that the NATO command structure had performed very well, with little collateral damage and with the fast and seamless integration of the contributions of vital partners such as Sweden, Jordan, Qatar and Morocco. He asserted that the comprehensive approach, focusing in parallel on the military, civilian and diplomatic efforts, had worked, highlighting once again that military approaches alone are insufficient. 
9. Mr Boland acknowledged that all Allies, in the face of fiscal deficits and austerity, were looking to transform their forces. He cited examples of the United Kingdom eliminating its maritime patrol capability as well as the Netherlands getting rid of with its tank capability. The speaker asserted, however, that maintaining commitments to current NATO operations often occurred at the expense of force transformation. He stated that in 2011, 18 NATO member countries were spending less on defense than 2010. Diminished spending resulted in project cancellations and delays of training and of major equipment projects. In several cases, certain national capabilities have been abandoned altogether. Mr Boland noted that some Allies had cut spending in a smart fashion and this ensured that they were still able to wring value out of diminished overall defense funding.  In most circumstances, however, cuts have been carried out with little or no coordination with other member states of the Alliance. The speaker reaffirmed the message relayed by US Secretary of Defense Leon Panetta that the United States will not always be in a position to make up the shortfalls in allied defense spending, as it had done during Operation Unified Protector. 
10. Mr Boland concluded his presentation with a detailed overview of national defense budgets and trends. He also included information about announced defense budget cuts in the various NATO member states. He noted that national performance against the pre‑agreed resource guidance has been poor. He also noted that only three Allies were meeting the required 2 percent of GDP on defense. Overall, Mr Boland stated that the defense resource gap had increased and cautioned that if these trends continue, they will further exacerbate the transatlantic imbalance. Currently, the United States provides 77 % of Allied defense spending even though Europe and the United States have roughly comparable GDPs. 
11. Turning to a question on the linkage between risk perception and budget restructuring, Mr Boland stressed that NATO had confronted 40 years of serious risk during the Cold War, but had never launched a military operation in that period. In the post-Cold War period, NATO had been engaged in a number of operations, several of which have been on Europe’s doorstep.  This makes it hard to argue the case that the security environment has somehow turned benign. Stressing that future crises cannot be easily predicted, Mr Boland noted that NATO needs to be prepared both to deploy forces in the air and on the ground. 
III.
Summary of the future activities of the Sub-Committee on East-West Economic Co-operation and Convergence, by Petras Austrevicius (Lithuania), Chairman of the Sub-Committee

12. Petra Austrevicius provided a summary of the future activities of the Sub-committee, which would include visits to Sarajevo and Banja Luka in Bosnia and Herzegovina from 25 to 27 October 2011. He also noted that next year’s Sub-committee report would likely focus on the economic challenges associated with the Arab Spring.  Visits to the region are envisioned in 2012. 

IV.
Consideration of the draft Report of the Sub-Committee on East-West Economic Co-operation and Convergence The Balkan economies: regional roadblocks, European distractions and global crisis [181 ESCEW 11 E rev. 1] by John Sewel (United Kingdom), Rapporteur
13. Having introduced his report on the Balkan economies, John Sewel stressed that the western Balkans continued to be an important concern for the Euro-Atlantic community. He noted that the solutions needed for the region require political leadership, but he was not convinced that such leadership was present in the region yet. 
14. Romania and Serbia objected to the part of the report referring to Kosovo as a state and Romania requested that those parts be modified to reflect the language typically employed in Allied documents. The Rapporteur noted the concerns raised and agreed to a compromise, while stressing that all but five members of NATO had recognized Kosovo. 

15. The representative of Bosnia and Herzegovina found it encouraging that the region was still a priority for the international community, adding that there can be no stability in Europe without a stable Bosnia. He noted that the Constitution of Bosnia, which had been agreed within the framework of the Dayton Agreement, no longer served the needs of the country.  The delegate stated that Bosnia needed international support not so much in the security realm, but rather with respect to passing constitutional reforms. 
16. Several amendments on financial and economic data were proposed by Montenegro. A member from Montenegro emphasized his country’s determination to become a member of NATO.  He also requested that the report mention its having acquired candidacy status with the European Union, which the Rapporteur agreed to include as a footnote to the report. The Rapporteur announced that the text would be updated to include the latest developments in Croatia as well as the number of talks that had been held on the Kosovo issue, several of which had taken place in recent months.  

17. As regards the Former Yugoslav Republic of Macedonia, a Turkish delegate noted that the naming dispute should be resolved in a fashion that is acceptable to both sides. However, he called for a rapid resolution of the matter, which should no longer be an obstacle to that country’s membership in Euro-Atlantic institutions. The Rapporteur agreed that this situation represents an undesirable state of affairs and the matter needs to be resolved. 
18. A Turkish delegate urged that the reference to the Dick Marty’s report be dropped, given the accusations that had been leveled against the report. The Rapporteur noted that the issue was still an “evolving story,” but expressed that there was evidence refuting the accusations and noted it would be wiser to wait and see what the final outcome on the issue would be. 
19. The draft report [181 ESCEW 11 E rev. 1] was adopted with the suggested changes to which the Rapporteur agreed. 
V.
Summary of the future activities of the Sub-Committee on Transatlantic Economic Relations, by Leon Benoit (Canada), Chairman of the Sub-Committee

20. Leon Benoit provided a brief summary of the annual activities of the Sub-Committee on Transatlantic Economic Relations. He discussed the Sub-committee visit to Alberta. He noted that the visit had provided an opportunity to tour some of the key oil sands and shale gas projects in Northern Alberta, giving members useful insights and providing them with an opportunity to speak with Canadian energy experts. He stressed that Canada was emerging as a key player on the global energy markets and that it was making a vital contribution to energy security within the Alliance. 

21. Mr Benoit noted that the next trip for the Sub-committee would be the Rose-Roth seminar in London, on November 21-22 and expressed his gratitude to the British Delegation for hosting the seminar, which would focus on collective challenges in Afghanistan. He also mentioned that the Sub-Committee would produce a report in 2012 on Arctic economic opportunities, environmental obligations and security stakes. To that end, the initial thinking was to organize trips to Svalbard, Norway with members of the Science and Technology Committee in May and a potential visit to Iceland in September of 2012. 

VI.
Consideration of the draft Report of the Sub-Committee on Transatlantic Economic Relations Finding workable solutions in Afghanistan: the work of the international community in building functioning economy and society [180 ESCTER 11 E] by Jeppe Kofod (Denmark), Rapporteur
22. After the introduction of the draft report, a member from Turkey stressed that development programmes in Afghanistan should be expanded everywhere, not just in the south, but also in the stable provinces in the north, in order to win the hearts and minds of the Afghan people. To that end, Turkey had established a civilian Provincial Reconstruction Team in Wardak, which was working closely with the local administration, to the benefit of many. The Rapporteur agreed with need to have development programmes everywhere and praised Turkey for its efforts in that regard. 

23. The draft report [180 ESCTER 11 E] was adopted unanimously.  

VII.
Consideration of the draft General Report Confronting a difficult budgetary environment: economic crisis, fiscal consolidation and the risk of Europe’s strategic irrelevance [179 ESC 11 E] by Simon van Driel (Netherlands), General Rapporteur
24. A delegate from Italy noted that the US rating agencies need to be added as an important element in the causes of the systemic economic crisis, stressing that governments should dictate the rules and not the agencies who, in essence, were blackmailing sovereign states. The Rapporteur agreed that rating agencies should be licensed in order to operate in Europe, but he added that while this was a contributing factor, it was not the main cause of the crisis and urged for limiting state deficits instead.  
25. A delegate from Norway stressed that the draft resolution should call for solidarity, co-operation and an increase in multilateral defense cooperation, given that budget cuts made it hard for states to sustain their military capabilities. He underlined that all Allies had to adapt to the new realities and highlighted the Nordic Defence Cooperation as an example to be emulated in that regard. 
26. A Turkish delegate noted that while the draft resolution urged states not to cut defense spending too harshly, such a call would be hard to explain to the populations of austerity‑stricken countries such as Greece. In that context, he called for the use of balanced language that would not provoke a backlash against NATO. 
27. The draft report [179 ESC 11 E] was adopted unanimously. 
VIII.
Consideration of the Amendments and vote on the draft Resolution Confronting a difficult fiscal environment: economic crisis, fiscal consolidation and the risk of Europe’s strategic irrelevance [200 ESC 11 E] by Simon Van Driel (Netherlands), General Rapporteur

28. The delegates then turned to discussing the proposed amendments to the draft resolution. Among a number of amendments, the Committee agreed to substitute paragraph 6 with the following text: “concerned that the global economic crisis could adversely affect allied defense budgets at a time when formidable challenges persist.” Regarding the first amendment proposed by Petras Austrevicius, in paragraph 9.a, it was agreed that the draft resolution state “introduce and implement,” in order to emphasize the need for full implementation of the envisioned measures.   

29. A proposed amendment that the draft resolution be limited to, and specifically reference, the documents on EU-NATO security co-operation was rejected. The Rapporteur stressed that co-operation between the two organizations was, in fact, suboptimal and that it is important to go beyond current agreements.  A number of other amendments were adopted, including an amendment in paragraph 9.f.ii to change the text to say “to improve consultation on defense-budgeting processes amongst Allied countries” as opposed to “coordinate the trans-budgetary process,” in order to avoid implying that a higher institution would be in charge of any such process. 
30. The draft Resolution [200 ESC 11 E], as amended, was adopted.

IX.
Election of Committee and Sub-Committee Officers
31. The following new officers were elected: 
Economics and Security Committee

Chairman


Petras Austrevicius (Lithuania)
Vice-chairman


Hugh Bayley (United Kingdom)
General Rapporteur 

John Sewel (United Kingdom) 
Sub-Committee on East-West Economic Co-operation and Convergence

Chairman


Gianni Vernetti (Italy)

Vice-chairman


Oktay Vural (Turkey)

Rapporteur


Uwe Beckmeyer (Germany) 
The mandates of all other officers were renewed.
X.
Date and Place of next meetings

32. The schedule for the upcoming meetings was announced, including the upcoming meetings in Bosnia, the Rose-Roth Seminar in London as well as the February meetings in Brussels and the OECD in Paris. 
________

� Turkey recognizes the Republic of Macedonia with its constitutional name





