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I.
Opening remarks by the Chairman, Petras AUSTREVICIUS (Lithuania)

1. The Chairperson, Petras Austrevicius (LT), opened the session by welcoming all Committee members to Vilnius. He then informed that the Rapporteur for the Sub-Committee on Trans-Atlantic Economic Relations, Harriet Baldwin and the Rapporteur for the Sub-Committee on Transition and Development, Uwe Beckmeyer, have left their respective delegations to the NATO PA. As a result, the Chairperson announced elections for new sub-committee Rapporteurs to be conducted at the end of the meeting.

II.
Adoption of the draft Agenda [053 ESC 14 E rev. 1]

2. The draft Agenda [053 ESC 14 E rev. 1] was adopted without changes.

III.
Adoption of the Summary of the Meeting of the Economics and Security Committee held in Dubrovnik, Croatia, on Saturday 12 October 2013 [224 ESC 13 E]

3. The Summary of the Meeting of the Economics and Security Committee held in Dubrovnik [224 ESC 13 E] was adopted without comments.

IV.
Consideration of the Comments of the Secretary General of NATO, Chairman of the North Atlantic Council, on the Policy Recommendations adopted in 2013 by the NATO Parliamentary Assembly [069 SESP 14 E]
4. Chairman Petras Austrevicius called for consideration of the Comments of the Secretary General of NATO on the Policy Recommendations adopted by the NATO Parliamentary Assembly in 2013. The members of the Economics and Security Committee had no comments.

V.
Presentation by Dr Dalius MISIUNAS, Chairman of the Board and CEO, Lietuvos Energija, UAB (Lithuania’s main power company), on Lithuanian Energy: A Regional Perspective
5. Dalius Misiunas began his presentation by giving a brief overview of the Baltic Energy Market Interconnection Plan (BEMIP). This plan has been signed by the Baltic States and approved by the European Commission. The BEMIP outlines the energy projects in the region that need to be implemented in order to connect Lithuania, Latvia and Estonia to the wider EU energy networks. Dr. Misiunas then explained the ongoing energy projects and described the North Pool Spot Trading System that operates as a market for buying and selling power in Europe.

6. The Speaker pointed out that there are energy bottlenecks in the Baltic countries. At present, the region has the highest energy price in the North Pool zone largely due to a lack of physical interconnection. He stressed that good infrastructure is needed in order to reduce the bottlenecks and exchange electricity with the regional countries more effectively. Dr Misiunas mentioned that although the region is well connected, Lithuania imports 65% of consumed electricity, which is the highest ratio in Europe. Recent energy trends show that Lithuania is reducing its imports from Russia and electricity is now being imported from Sweden.

7. The Baltic countries are establishing strong links with the European Continental Network. Lithuania is currently part of the IPS/UPS system that connects the Baltic States with Russia. The goal is to disconnect with the IPS/UPS and connect with the European System via Poland. Alongside, the Government of Lithuania is also planning to build a nuclear power plant and has cleared the environmental hurdles. Dr Misiunas ended the presentation by illustrating the Baltic region’s dependency on Russian gas. He outlined the region’s plan to diversify imports by building a LNG terminal in Finland which is expected to start in 2015.

8. During the discussion period, members enquired about regional competition and corporation among Baltic countries. Dr Misiunas highlighted the different background in terms of power generation. Estonia’s power generation strategy is to increase shale gas use. Lithuania traditionally relied more on nuclear power while Latvia draws 50% its power from hydroelectricity. In recent years, Lithuania has been more proactive in building regional terminals to exchange electricity. However, it pays 20% more than the Germany for energy. The discussion moved on to sustainable development and political issues. Dr Misiunas empathized that Lithuania takes part in the all the EU CO2 reduction targets.

9. On the domestic front, Dr Misiunas noted that energy is high on the agenda and diversifying gas imports by building a LNG terminal has some of the highest support in Lithuania. Members asked Dr Misiunas about the Baltic regions achieving energy independence. He felt energy independence is possible as the region has a diversified energy portfolio. Dr Misiunas also said that a common energy market and with good infrastructure will be the best solution for the region. Finally, the discussion ended with Dr Misiunas supporting a sustainable energy mix. He concluded by saying the countries that can efficiently produce solar and wind should be able to under the European common market.

VI. 
Summary of the future activities of the Sub-Committee on Transatlantic Economic Relations, by Menno KNIP (Netherlands), Chairman of the Sub-Committee

10. Menno Knip (NL) briefed Committee members on the Sub-Committee’s visits to Washington D.C. and to Vancouver and Victoria in Canada. He then informed the Sub-Committee is working with the Japanese Diet for a planned visit to Tokyo, Gifu and Kobe in mid-June 2014.

VII.
Summary of the future activities of the Sub-Committee on Transition and Development by Francis HILLMEYER (France), Chairman of the Sub-Committee
11. Francis Hillmeyer (FR) briefed Committee member on the Sub-Committee’s visits to Casablanca, Morocco and announced the next visit to Mali in October 2014.

VIII.
Presentation by Andrei ILLARIONOV, Senior Fellow, Cato Institute’s Centre for Global Liberty and Prosperity, Washington DC, United States, on The Political and Economic Situation in Ukraine and its Relationship with Russia and the West, followed by a discussion period
12. Aiming at explaining Putin’s long term goals in the light of Russia’s annexation of Crimea and continued interference in Eastern Ukraine, Andrei Illarionov made several points during his discussion. First, he suggested that the ongoing conflict it is neither a crisis in Ukraine nor a Ukrainian crisis. It is not simply a war between Russia and Ukraine, but the opening phase of what he called amuch larger war. Second, that war should not be framed as a ‘new Cold War’. Russians already call it ‘Fourth World War’, and the definitive title remains to be established. Third, Russia´s behaviour is not new, and was not unexpected. Any small neighbouring country challenging Russia’s imperial ambitions could suffer the same consequences as Ukraine. Fourth, Russia’s methods can be traced back at least to the annexation of the Baltic States in the 1940s. Fifth, Ukraine’s westernization prompted Putin to launch his last anti-Ukrainian war. Sixth, the ideological basis of the war is not an accident. The war has been carefully planned for many years. Seventh, propaganda plays a major role in the war, emulating that of the Nazis in the 1930s. It has three targets: to destroy Ukraine as an independent state, to build a new ‘Russian world’ and provide the legal basis for intervention outside Russia’s borders to protect it, and to break the Western alliance into a hostile Anglo-Saxon world and a friendly continental Europe that could potentially become an ally. Finally, Mr Illarionov highlighted that this war is new in many regards, especially relating to the simultaneous use of new technologies in a new type of warfare that he called ‘hybrid warfare’.

13. Against this scenario, Mr. Illarionov suggested that the best reaction from the West should be the development of a counter strategy that takes into account the following. First, acknowledgment of the war. There will be a winner and a loser. Second, Putin’s already aggressive regime has become revisionist and revanchist, and now enjoys wider support from the Russian population. Third, a medium to long term strategy is still needed. Fourth, previous mistakes and lessons not learned from Russia’s behaviour now need to be understood. Concluding his presentation, Mr Illarionov highlighted some crucial elements of any Western response to this challenge.  Mr Illarionov underscored the need for a new military doctrine to guide the counterstrategy, the importance of information, dis-information and propaganda, the need to update the current definition of ‘aggression’ under international law, the need for all of Europe to decide and confirm its borders, and the need to turn Russia into a truly democratic state, a solution that worked well for Germany after the Second World War.

14. In the discussion period that followed, Committee members posed questions on the intelligence failures in preventing and foreseeing Russia’s actions and the international community’s reaction to the conflict. Mr Illarionov pointed out that failures have occurred both in Georgia in 2008 and in Crimea in 2014. Moreover, the international community does not seem to want to understand what is really going on, resulting in a weak Western response. Members also raised issues such as the influence of the situation in Ukraine on Georgia, Putin’s ideology and its growing popular support and legitimacy, Russia’s hermetically sealed central leadership, the impact of economic sanctions, Putin’s vulnerabilities, and Russia’s use of economic and political opportunities to further his strategic aims. Referring to these issues, Mr Illarionov underscored that Putin is using all occupied territories as military bases.  His ideology is new and there is no effective counter-ideology in place in Russia today. Putin’s regime only has a veneer of democracy; it is rather a genuinely authoritarian regime with only one centre of decision making power.  Economic sanctions will have little effect as Russia has been preparing for them for years.  The only long-term hope lies in a reaction within Russian society to the regime. But the international community also has a role to play and it should continue to reprimand Putin for his violation of international law. 

15. The Ukrainian ambassador to NATO noted that new approaches are required to meet Putin’s challenge. It will be necessary, he said, to understand the new terms of the game, and respond to instincts in Russia that have nothing to do with democracy. He described a strategy based on resisting what he defined as ‘Pax Russica’. Mr Illarionov responded that is not ‘Pax Russica’ but ‘Pax Putinica’ and conluded that any policy response should not be targeted against real Russians, but rather against Putin’s authoritarian and aggressive regime.

IX.
Presentation by Lanxin XIANG, Professor of International History and Politics, Graduate Institute of International and Development Studies, Geneva, Switzerland, on A Chinese Perspective on US and European Rebalancing to Asia, followed by a discussion

16. In his opening remark, Lanxin Xiang lamented that Europeans are not doing as much as the U.S. to “rebalance towards the region”. He then highlighted the Asia-Pacific historic paradox: the region has undergone the highest rates of economic growth and militarization in the world. Moreover, Asia-Pacific hosts most of the hot spots of potential international disputes. The paradox is a consequence of the region’s structural security inadequacies: Asia Pacific lacks a meaningful collective security system.

17. Mr Xiang argued that the U.S. pivot to the region has created confusion and is premised on a number of misinterpretations. According to the speaker, the notion of a Thucydidian Trap in which conflict between the rising and declining powers is somehow inevitable should not apply to China’s rise. Second, the United States and China are misreading each other’s intentions. There is no shared conceptual framework for engagement, and none of the concepts developed to describe the relationship have been either accurate or useful. The speaker underscored a major misperception related to the US understanding of China’s Rise.  Indeed this is a not ‘new’ situation for China. In China the common view is not of a rise but rather of a ‘restoration’; for Centuries China was one of the world’s most wealthy and powerful countries. To speak of a rising China somehow negates that long experience.  Mr Xiang then elaborated on the divergent security perceptions characterizing Asian diplomacy. He suggested that it is a great exaggeration to argue that China has adopted an aggressive maritime posture, arguing that territorial disputes are not caused by China’s naval position, which is weak compared to that of Japan, India and the U.S.

18. The speaker concluded his speech by focusing on several challenges that account for the region’s growing tensions and militarization. He mentioned the party’s legitimacy crisis stemming from official corruption. He also noted that emotional nationalisms are on the rise region-wide and for the first time in east-Asian history, all heads of state come from the same political background, with profiles dubbed “princelings” drawing on a feeling of entitlement to power. Mr Xiang concluded by stating that China does not know yet how to articulate its global responsibilities in a way that conforms to its actual power.

19. In the discussion that followed, members raised the problem of China’s bilateral relations with its neighbours. Mr Xiang argued that tensions with Vietnam are not new, and have recently intensified. On Russia, he stressed that the bilateral relation is changing at this very moment given both country’s sense that each needs to counterbalance the U.S. Also, referring to the competition to unite around countries of their neighbourhoods, he stressed that Russia is worried about Chinese dominance in the former soviet republics. 

20. Referring to the role Europe could play in the region, the speaker highlighted that China would like to see it entering the Asian game in part to provide an alternative to US conceptions of stability and security. Asked about China’s path towards democracy, Mr Xiang pointed out that China prefers the term ‘pluralism’ to ‘democracy’ given China’s unique history and its size and diversity.  Other topics of discussion included China’s relations with Iran and Mongolia, China’s environmental policies, and China’s Africa and Arctic strategy.

X.
Consideration of the draft Report of the Sub-Committee on Transition and Development Security and Economic Developments in the Sahel [056 ESCTD 14 E] by Faik OZTRAK (Turkey), Acting Rapporteur
21. Faik Oztrak (TR) told the Committee that his draft report explores a range of security and economic challenges that the Sahel region currently confronts. It also outlines the international community’s collective stakes in the region’s stability and development. The rapporteur emphasized that the Sahel lies at the doorstep of Europe, and instability there has global implications that the members of this Alliance cannot ignore.

22. Problems in Mali have been at the center of regional instability. Mr Oztrak pointed out that Mali has confronted multiple crises, which, in many cases, are evident throughout the Sahel region. The report, he suggested, is premised on the notion that economic development in the Sahel will not transpire without a modicum of security; yet regional security remains elusive. According to the Rapporteur, Mali’s challenge is not simply to restore order. It must also build functioning political institutions, reintegrate the north into the life of the state and cope with the fall out of the civil war that eventually led to a French-led intervention.

23. Mr Oztrak stressed that the report also explores the effects of climate change on this very vulnerable region and outlines possible mitigation strategies. The report concludes with a series of recommendations that might help the region foster more sustained economic development and thereby help prevent yet another collapse of state authority.

24. In the discussion that followed, members expressed concern about the recruitment of jihadists in European nations that then travel to wage wars in places like Mali and Syria. The final report might be an opportunity to draw attention on the recruitment networks based in NATO member countries, by also highlighting the role of social networks and the internet in the fight against terrorism. Mr Oztrak agreed to incorporate the subject should concrete evidence be provided to the Sub-Committee.

25. Bajan Ag HAMATOU (ML), Vice-Chair of the Malian National Assembly thanked the international community for all that has been done for Mali. He commended the report for being accurate and comprehensive and reminded the Committee members that Mali has a very large territory that cannot easily be controlled. This lack of control fosters terrorist training in the region, and Mali thus requires further support to avoid destabilization.

XI.
Consideration of the draft Report of the Sub-Committee on Transatlantic Economic Relations The Economic Dimensions of a changing US and European approach to Asia [055 ESCTER 14 E] by Menno KNIP (Netherlands), Acting Rapporteur
26. Menno Knip presented his report on the changing North American and European approaches to Asia. The so-called American “pivot to Asia” or what we now call rebalancing is a revised foreign policy strategy that acknowledges both the growing economic clout of Asia and strategic uncertainties in the region. He pointed out that Asia is expected to account for 50% of global GDP by 2050 with India and China poised to become some of the world’s fastest growing economies. These developments will fundamentally alter the calculus of global economics and power relations in the coming years. Mr Knip noted that the shifting axis of global power has important implications for the trans-Atlantic relationship as the United States and Canada are both Pacific as well as Atlantic nations, while Europe has huge trading stake in Asia.

27. Mr Knip then discussed the tight fiscal conditions prevailing in the United States, which is conditioning the manner in which it is redeploying defense assets to Asia even as overall defense spending declines. As a result, this rebalancing strategy is not without challenge. The US maintains ongoing commitments to Europe, the Middle East, Afghanistan and Africa and it has to be cognizant of creating power vacuums in regions where it would like to draw down forces. The situation in Ukraine, for example, has pointed to potential limits on redeploying forces out of Europe and may require a higher level of US engagement in Europe than was imagined even several months ago.

28. Mr Knip also mentioned the Chinese view with regards to the US rebalancing towards Asia. He said China views the build-up of the US military presence in Asian waters as a direct challenge to its own ambitions. This could have geopolitical consequences.  China is a critical player in global supply chains and is the most important creditor of the United States government. This gives it a degree of leverage but it also suggests that China is also dependent on maintaining good relations with the international community. Mr Knip ended the presentation by discussing the Trans-Pacific Partnership (TPP) trade talks. He said the United States, the EU and Canada have all sought to deepen and regularize their trade with Asia while advancing a shared vision for more transparent, rules based trading systems that they believe ought to be foundations of the global trade agenda.

29. The presentation also mentioned the political obstacles surrounding the trade deal in the United States. The US Senate has so far refused to confer Trade Promotion Authority to President Obama and until it does so, neither a Trans Pacific nor a Trans-Atlantic agreement would be possible. Mr Knip noted that several experts have suggested that Congress will probably extend this authority after mid-term elections. The Speaker ended by addressing the recent Russian pivot to Asia and the importance for the West to engage with China and Asia more generally.

30. There were no specific comments on the report.  

XII.
Consideration of the draft General Report Negotiating the Transatlantic Trade and Investment Partnership [054 ESC 14 E] by Diego LOPEZ GARRIDO (Spain), General Rapporteur
31. Diego Lopez Garrido (ES) began by highlighting the significance of the trade negotiation between the United States and the European Union. He pointed out that the two trading blocs generate nearly one-half of global economic output, and accounts for roughly 13 million jobs on both sides of the Atlantic. Mr Lopez Garrido added that the global financial and economic crisis and the stalled Doha Round have created genuine interest for developing a trans-Atlantic common market. Many analysts view that the Transatlantic Trade and Investment Partnership (TTIP) as a last best effort to build a trans-Atlantic and a global trading order based on the principles of free trade, dynamic private markets, transparent commercial policy and rule-bound trading relations.

32. The General Rapporteur informed the delegates that the timetable agreed by the US and EU is to complete these talks by the end of 2016. However, there are several issues on the table that are complex and politically sensitive but achieving a higher level of trade integration among allies would send a strong signal of transatlantic solidarity. Given the high stakes, a large number of industries and public interest groups worry about the changes to the regulatory system. There are also concerns that the trade negotiations could alter structures, policies and standards established by democratically elected governments. Therefore, Mr Lopez Garrido emphasized that the talks should ensure that the electorate feels a sense of ownership regarding any changes linked to a future deal.

33. Finally, Mr Lopez Garrido elaborated on the potential gains from an eventual TTIP agreement. Estimates suggest that the TTIP agreement could generate an additional 119 billion euros in trade-derived income for the EU and 94 billion euros for the United States. There would also be additional advantages such as the streamlining of product approval procedures so that companies do not have to jump through different hoops on each side of the Atlantic to clear products for entry into the market. He ended the talk by addressing the regulatory differences in the United States and the European Union concerning their financial and agriculture sectors. He also noted that the US Congress has so far refused to confer Trade Promotion Authority to President Obama.

34. During the discussion members asking about the negative public views of TTIP. Mr Lopez Garrido explained that the issues are complex and that the final agreement could be water-downed given the distance between both sides on several critical issues. Because the talks are not public, there is a degree of uncertainty in the public mind about their direction. Some in Europe feel that these talks may alter the social model in an undemocratic fashion and could undermine environment and labor regulations. Mr Lopez Garrido mentioned the difference in agriculture regulation concerning GMOs in the EU and the US that could further delay the process. It was noted that several countries will insist that cultural matters be excluded from any trade pact that the report should discuss the problem of “social dumping”. 

XIII.
Elections
35. The mandates of all the officers eligible for re-election were renewed. The following new officers were elected: 
Sub-Committee on Transition and Development
Rapporteur


 Michael Szczerba  (Poland)
Sub-Committee on Transatlantic Economic Relations

Rapporteur


 Nathalie Goulet (France) 
XVI.
Any other business
36. Peter Bottomley (UK) thanked the Chairman for his service to the Committee and wishes him well as he joins the European Parliament. The Chairman thanked the committee and expressed his best wishes. 

XV.
Date and place of next meeting

37. The Chairman announced that the next meeting of the full Committee would be at the Annual Session in The Hague, Netherlands from 21 – 24 November 2014

XVI.
Closing remarks

38. The Chairman thanked everyone for their participation. 
__________
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