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I. Opening remarks by the Vice-chairman of the Committee Peter Bottomley (United Kingdom)

1. The Vice-chairman, Peter Bottomley opened the session by thanking the Dutch delegation for organising the event and describing the day’s agenda. As the new Chairman for the Committee was to be elected at the end of the day, three Vice-chairmen: Ivan Klementjevs (LV), Faik Oztrak (TK) and Peter Bottomley took turns leading the meeting. 
II. Adoption of the draft Agenda [195 ESC 14 E] 

2. The draft Agenda [195 ESC 14 E] was adopted without comments.

III. Adoption of the summary of the meeting of the Economics and Security Committee held in Vilnius, Lithuania, on Saturday 31 May 2014 [162 ESC 14 E]
3. The summary of the meeting of the Economics and Security held in Vilnius, Lithuania, on Saturday 31 May 2014 [162 ESC 14 E] was adopted without comments.

IV. Procedure for amendments to the draft Resolution Negotiating the Transatlantic Trade and Investment Partnership [225 ESC 14 E]

4. The Vice-chairperson laid out the procedure for amending the draft Resolution.
V. Panel discussion on Collective Energy Future with Jeroen van der Veer, former CEO of Royal Dutch Shell, Adjiedj Bakas, trendwatcher, and Coby van der Linde, director of the Clingendael International Energy Programme (CIEP) and the Chair of the panel, followed by a discussion 
5. Jeroen van der Veer started the panel session by countering several myths regarding fracking and energy security. For example, in contradiction to common opinion, the use of black coal has grown far more substantially than the use of renewables and natural gas. The fact that oil and gas reserves are limited does not mean that we will run out of these resources any time soon, and furthermore, other resources, such as renewables will eventually take a larger stake in the energy mix but it does not mean these will replace fossil fuels. The argument that we do not need shale gas in Europe is problematic as taking advantage of Europe’s shale reserves could help negotiate a better price for Russian gas. 
6. In analysing energy security it is important to understand that every form of energy can be the characterised with the 3 A-s: availability, acceptability, and affordability. No form of energy has all three A-s, so it becomes important to find a balance between them. This is a political decision, which also relates to the EU Energy Policy. The development of European gas pipelines should therefore be a priority as this endows the system with greater flexibility. 
7. Mr van der Veer could not see a future European energy policy without some form of co-operation with Russia. This is because sanctions against Russia create a “lose-lose situation”, which does not help with integration. Mr Putin and his administration continue to enjoy great popularity and this raises questions about whether sanctions have had an impact at all. 
8. During the discussion, the parliamentarians asked about arguments favoring fracking, particularly tackling environmental concerns, the credibility and effect of the Russian sanctions, and potential alternatives export countries, such as Cyprus. Mr van der Veer explained that environmental challenges often reflect a lack of understanding about the fracking procedures. Regarding sanctions Mr van der Veer believed these were not in the interests of Europe, as it could increase energy prices and divert investments from Western companies to Asian companies. Currently, Russia is largely not affected by sanctions, although new companies and projects tend to work more slowly. He also stated that Gazprom has a track record for delivering on its promises. Coby van der Linde added that the academic literature has not proven the effectiveness of sanctions, but they do have an impact in the long run. Mr van der Veer noted on the Cyprus issue that there are substantial reserves in the region, but it will take many years to tap into this reserve. 
9. Adjiedj Bakas was also optimistic about future energy supplies. But he suggested that energy needs to be exploited in a wise way. He also noted that because energy prices in Europe are significantly higher than in the United States, European companies, such as BMW, are now building factories in the United States. The good news is that there are myriad game changers, such as innovative thinkers generating new ideas for creating energy, such as power plants running on nuclear waste. 
10. Energy efficiency is also on the rise. This could be further induced by employing a sharing economy model. Currently in the West, energy efficiency in households is 40 % better than in 1970s. Energy subsidies should be ended and instead investments should be made in  innovative ideas, such as zero-emission coal plants. Another notable trend in the energy sector is the movement towards a hybrid energy future. 
11. During the discussion, members asked about the reasons for price difference of shale gas between Europe and the United States, and the potential role of Iran in the European energy security. Mr van der Veer stated on the first question that Europe’s shale gas is much more expensive because of higher labour and energy costs, and the gas is more difficult to access. He suggested that sanctions on Iran have caused low investment into the country. If sanctions are lifted, the Iranian diaspora could be a nice bridge between the West and the Iranian government. It is important to note that Iran needs to fix its internal energy infrastructure and market before it returns to the global market. This will take a long time. Mr Bakas suggested that Iran could also run thorium-driven plants, which cannot be used for making nuclear weapons. 
12. Some parliamentarians inquired about ISIL’s oil smuggling activities. Ms. van der Linde suggested that even during Saddam Hussein’s time an unofficial oil trading system existed, so this is nothing new to the region. He added that the challenge for this informal economy is that oil must be refined and critical infrastructure is needed to export it in large quantities. The problem is that the given area is not easy to police, particularly as people are experienced in this illegal trade. A Turkish member added that as it is difficult to control the borders. 

13. The parliamentarians additionally asked about Russian, involvement in environmental movements in the West and continued the debate on the effectiveness of Russian sanctions. Mr van der Veer stated that a number of Russian companies have restructured and have developed good export quality products, such as gas pipelines. Mr Bakas insisted that the West should work together with Russia not against it.
VI. Presentation by Christopher Davis, Professor in Command and Transitions Economies, University of Oxford, and Fellow, Wolfson College, on The Current State of the Russian Economy and the Possible Consequences of Worsening Political and Commercial Relations with the West, followed by a discussion 
14. Dr Christopher Davis gave an overview of the structure of Russian economy, the history of Western sanctions towards Russia and the impact of the current sanctions. On the first topic, the negative developments in the Russian economy in 2014 are the deceleration of GDP growth to near zero, acceleration of inflation, rising interest rates that constrain consumption and investment, and abrupt depreciation of the exchange rate. Yet GDP growth is still positive, the government has a balanced budget, which even has a small surplus, and external debt is declining. 
15. The West has a long history with sanctions on Russia. Starting from Soviet Russia in 1917 there have been numerous cycles between increased restrictions and expanded economic activity. During the Soviet time Russia had established a well-developed economic structure distribution. It was a priority system, in which defence, as an example, had the highest priority, whereas many public services such as the national medical system had a low priority. Considering the circumstances, the Russian leadership developed numerous countermeasures to tackle the economic hardship suffered because of the sanctions. For example, institutions were established to steal Western technology and alternative trade routes were established. 
16. Russian has countered the current sanctions by restricting Ukrainian exports to Russia, cutting energy subsidies and refusing to sell gas without payment. Furthermore, Russia is building a gas pipeline with China to diversify its customer market. Food imports have been banned from sanctioned countries and an import-substitutions system has been set in place to replace Western suppliers. In the defence sector, Russia is moving back towards self-sufficiency. The former priority protection system has been re-asserted. Military exercises have been arranged with other important players, such as India and China, and Russia has proposed to have a special nuclear deal with Iran. Russia is again diverting trade through non-participating countries and new technology and finance, particularly from the West, is acquired covertly. 
17. The economic impact of the current round of sanctions is the remarkable outflow of capital and the restricted access to foreign loans. The exchange rate has depreciated and the equity markets have seen a significant fall. Imports and non-energy exports have been reduced. The overall economic growth has decelerated. The sanctions and low world market energy prices have caused considerable fiscal difficulties for the Russian government.
18. In conclusion, Russia’s pursuit towards developing a Eurasian economic identity and its concerns about NATO contributed to Ukraine crisis. Previous Western sanctions against Russia during 1917-1988 were only effective in signaling disapproval of Soviet actions and did not fully achieve their stated objectives. Although, the current sanctions have some design problems, including limited participation, they have had a notable impact on Russian economy in 2014. In response, Russia will likely make even greater efforts to develop economic links with the countries of North Asia, as well as with BRIC countries such as India. 
19. During the discussion members asked about the economic co-operation during Reagan’s time and the effect of Russian countermeasures on the EU economy and how to tackle them. Dr Davis replied that during Reagan’s Presidency, Realpolitik triumphed over ideological aspirations. Economic co-operation in fields of strategic importance, such as gas pipeline projects, was highly regarded. 
20. The speaker suggested countermeasures have had a negative impact on the EU economy and many industries have been adversely affected. For example, the French warship affair probably means that Russia will never again look to the West for military equipment. 
21. The parliamentarians posed several questions about the effectiveness of sanctions. Dr Davis said that President Putin has gone out if his way to make sure that the population’s needs are met. For example, Russia has established substantial stabilization funds. Pensions, healthcare and other public services are a high priority for the government. Although, in the short-term sanctions will most likely inflate food costs, the overall effect on the population is small. Russian banks, which are facing difficulties because of the sanctions, are receiving financial support. Altogether, sanctions have generated political pressures; so far these have not produced any compromises. Again Russians have many years of experience in coping with trade restrictions and can work around the problem. Russia can tap into non-participating countries to acquire Western technologies. 
22. Members continued to ask about the role of falling energy prices plays in the situation, the idea of nuclear energy replacing the losses incurred by hydrocarbon sanctions, and the Gazprom’s interests in buying up stocks in European gas companies. Dr Davis agreed that the fall in the world oil prices has had a greater negative impact on Russia than have the sanctions. He suggested that Russia could be suffering from an oil war, started by Saudi Arabia, which has the objective of decreasing the competitiveness of shale oil and gas in the United States. 
VII. Summary of the future activities of the Sub-Committee on Transatlantic Economic Relations, Menno Knip (Netherlands), Chairman of the Sub-Committee

23. Menno Kip summarized the future activities of the Sub-Committee, including the annual meeting with OECD held in Paris in February and a visit together with the Political Committee to Washington, DC, and Boston in April. The Sub-Committee will additionally be engaged in the GSM seminar in Florence in November, where terrorism finance, the topic for next year’s report, will also be discussed. In 2014, the Sub-Committee visited the United States, Canada and Japan.
VIII. Summary of the future activities of the Sub-Committee on Transition and Development, Francis Hillmeyer (France), Vice-chairman of the Sub-Committee
24. Francis Hillmeyer summarized the future activities of the Sub-Committee, including visits to Ukraine and Georgia. 
IX. 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 [197 ESCTER 14 E] by Nathalie Goulet (France), Rapporteur of the Sub-Committee 
25. Nathalie Goulet discussed the so-called US “pivot to Asia”, later rebranded as “rebalancing”. She said it reflects an important adjustment of US foreign and economic policy. Asia will account for 50 percent of global GDP and more than 80 percent of global growth by 2050. This rapid development is precipitating a shift in the global balance of economic and military clout toward Asia, even if the United States today remains by far the world’s greatest military power. The European Union, Canada, and Russia have also had to come to terms with a highly dynamic Asia and adjust their policies toward that region accordingly.
26. The United States is now in the process of redirecting its existing defence resources to Asia, although events in Crimea suggest that its presence in Europe remains essential. The United States has also assumed a lead role in the Trans Pacific Partnership (TPP) trade negotiations involving 14 Pacific Rim countries. Meanwhile, Russia is enhancing its economic ties with China and frequently plays a China card in its dealings with Europe. Both the EU and Canada are forging ever‑deeper trade relations with Asia although neither plays a major role in the regional military balance. 
27. The attention towards Asia, especially from the United States, has been viewed with scepticism and caution by China. Chinese leaders see the TPP negotiations as part of an effort to encircle and contain their country. Furthermore, the Chinese have taken a harsh view of US support for Japan’s maritime sovereignty claims. China and the United States are thus simultaneously rivals and partners. This requires a nuanced form of engagement that ought not to be compared to old containment strategies.
28. The Rapporteur concluded with a suggestion to create a Special Group on the Asia-Pacific, similar to the existing Mediterranean and Middle East Special Group (GSM), due to the importance of the topic. This was supported by other delegations. 

29. The draft Report of the Sub-Committee on Transatlantic Economic Relations  The Economic Dimensions of a Changing US and European Approach to Asia [197 ESCTER 14 E] was adopted unanimously. 
X. Consideration of the draft Report of the Sub-Committee on Transition and Development Security and Economic Developments in the Sahel [198 ESCTD 14 E] by Michal Szczerba (Poland), Rapporteur of the Sub-Committee
30. Michal Szczerba mentioned the visit to Mali in October 2014 and thanked the Malian Parliament and the French government for their help in organizing the visit. Although, the draft report was finished before the given trip, a mission report will be released which complements the document considered at the session. Notably, the delegation met with local women leaders to discuss about the difficulties they are facing in the current situation.

31. The 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 Sahel lies at the doorstep of Europe, and instability there has global implications that the members of this Alliance cannot ignore. Despite the Western supported peace talks underway in Algeria the Malian army and the UN forces are still subjected to attacks by extremists groups not participating in the negotiations.

32. Problems in Mali have been at the centre of regional instability. That country has confronted multiple crises, which, in many cases, are evident throughout the Sahel region. This report is premised on the notion that economic development in the Sahel will not transpire without a modicum of security; yet regional security remains elusive. Mali’s challenge is not simply to restore order, but to also build functioning political institutions, reintegrate the north into the life of the state and cope with the fallout of the civil war that eventually led to a French-led intervention.
33. The erosion of state authority and legitimacy in Mali is evident in the growth of black markets and the entrenchment of international organized crime networks and terrorist groups with which past governments have sometimes colluded. The report also explores the effects of climate change on this very vulnerable region and outlines possible mitigation strategies. With the emergence of Ebola starting from late October 2014, the weak government institutions are put under even a larger pressure. 

34. The report concludes with a series of recommendations aiming that might help the region foster more sustained economic development and thereby help prevent yet another collapse of state authority. These included the encouragement of and Western support for establishing sufficient social safety nets, participation of women in the reconciliation, peacebuilding and state‑building process, tackling climate shocks and youth unemployment, and many other issues. Mali’s Prime Minister, Moussa Mara, told the parliamentarians during the Mali visit that NATO governments should assist in the Malian defense reform and force restructuring efforts. 
35. During the discussion members pointed to the need to stress the problem of Ebola in the report, the historic and cultural disparity between Bambara and the Tuareg ethnic groups, the absolute necessity to follow through on external aid promises and for increased international military cooperation in Mali, and the need for bilingual staff officers in international military operations. 
36. The draft Report of the Sub-Committee on Transition and Development Security and Economic Developments in the Sahel [198 ESCTD 14 E] was adopted unanimously with some minor revisions proposed by the Committee. 

XI. Consideration of the draft General Report Negotiating the Transatlantic Trade and Investment Partnership [196 ESC 14 E] by Diego Lopez Garrido (Spain), General Rapporteur

37. Diego Lopez Garrido started his presentation by noting that the Trans-Atlantic trading and investment relationship is the world’s most consequential and has long been a major engine of North American and European growth. The European Union and the United States aim to further this trading relationship by agreeing to the Transatlantic Trade and Investment Partnership (TTIP). The TTIP talks seek to remove trade barriers across a wide range of economic sectors to reduce the cost of exchanging goods and services between the EU and the United States. The ongoing talks have centred on tariffs, services, investment and an array of non-tariff barriers. One goal is to set high standards that could also shape global rules on trade.

38. There are a range of sticking points in current talks on matters such as food and aviation safety, electric car standards and energy. Many interest groups oppose the TTIP because the agreement might enable corporations to challenge government policies and regulations based solely on the criteria linked to trade treaties rather than conforming to domestic preferences for regulation. Furthermore, third parties such as Norway and Turkey are also concerned as they are not directly involved in the negotiation process but due to strong economic ties to the EU, the TTIP directly affects significantly their economies as well. 
39. Mr Lopez Garrido concluded by discussing the policy recommendations made in the draft resolution. Firstly, governments should be prepared to make concessions and to maintain a long‑term strategic perspective while focusing on the fact that trade liberalization brings increased prosperity. Secondly, considering that labour is a cornerstone in the North American and European economic systems, workers’ concerns and interests must be accounted for in the final agreement. Thirdly, the TTIP negotiators should closely consult with non-EU allies and prepare policies designed to ensure that new trans-Atlantic trade accords do not divert trade away from these countries. Fourthly, although finding an agricultural trade agreement has been highly contentious, TTIP negotiators should identify innovative ways to open up agricultural trade. Fifthly, further compromises are needed to minimise regulatory divergences, which should however not diminish consumer safety, the environment and democratic governance. Lastly, the resolution recommends initiating a broad public campaign explaining why TTIP and the Comprehensive Trade and Economic Agreement (CETA) are strategically and economically essential to future economic growth and transatlantic solidarity.
40. During the discussion session several members made comments, including: the difficulty of finding an agreement due to divergent regulations and interests, the problems relating to the lack of transparency which negatively influences public opinion, the need to account for third parties, such as Turkey in the agreement, and the economic growth and jobs the TTIP would create. Iceland was agreed to be added to the report as one of the relevant third parties and Turkey’s concerns over the agreement were to be expanded.
41. A US delegate discussed the issue of public opinion. He noted that in the current political process in the United States, where the Republicans recently won a majority of seats in the Senate, the agreement is likely to get more support. The key question is whether Trade Promotion Authority is extended. If the Obama Administration does not accelerate the process, an agreement is likely not going to be presented before the end of 2016. This could become a major political issue. He also noted that common standards could help fight intellectual property theft. 
42. Mr Lopez Garrido responded by stating that it is a good idea to include Turkey and other countries to the agreement, but noted as well that they are not direct parties to the TTIP. Regulatory divergences continue to be a problem. He noted that the European Commission is making an effort to increase transparency and will publish the EU position on every public regulation in each chapter. More transparency is needed however, as the public should be informed and involved. Mr Lopez Garrido welcomed any undertaking by the US Congress to accelerate the negotiations. 
43. The draft General Report Negotiating the Transatlantic Trade and Investment Partnership [196 ESC 14 E] was adopted unanimously with some revisions proposed by the Committee.
XII. Consideration of the amendments and vote on the draft Resolution Negotiating the Transatlantic Trade and Investment Partnership [225 ESC 14 E] by Diego Lopez Garrido (Spain), General Rapporteur

44. Diego Lopez Garrido introduced the draft resolution, the 13 amendments were discussed and voted on. 
45. The draft Resolution Negotiating the Transatlantic Trade and Investment Partnership [225 ESC 14 E] was adopted with some revisions proposed by the Committee. Two representatives voted against the resolution.
XIII. Election of Committee and Sub-Committee Officers 

46. The mandates of all the officers eligible for re-election were renewed. The following new officers were elected:
Economics and Security Committee

Committee Chairperson

Faik Oztrak (Turkey)

Committee Vice-Chairperson

Franklin van Kappen (Netherlands)
Sub-Committee on Transition and Development

Vice-chairperson


Michal Szczerba (Poland)
Vice-chairperson


Gus Bilirakis (United States)

Rapporteur



Richard Benyon (United Kingdom)
Sub-Committee on Transatlantic Economic Relations

Vice-chairperson


Brett Guthrie (United States)
Vice-chairperson


Ossur Skarphedinsson (Iceland)
Ukraine-NATO Interparliamentary Council (UNIC)
Alternative Member             
 
Nathalie Goulet (France)
XIV. Any other business

47. The new Chairperson Faik Oztrak thanked everyone for being trusted with the position and Peter Bottomley for his service. 
XV. Date and place of next meeting

48. The schedule for the upcoming meetings was announced, including the Committee meetings in Brussels and at the OECD in Paris in February 2015. 
XVI. Closing remarks

49. The Chairman thanked everyone for their hard work and contribution, including participants, guest speakers, Dutch colleagues for organising the event, Committee Secretary David Slater, interpreters, Committee Director Paul Cook, Committee Coordinator Anne-Laure Bleuse, and Research Assistant Riho Palis. The Chairman adjourned the ESC annual meeting. 
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