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I. Opening remarks by Faik Oztrak (Turkey), Chairperson 
II. Adoption of the draft Agenda [041 ESC 16 E]

1. The draft Agenda [041 ESC 16 E] was adopted.
III. Adoption of the Summary of the Meeting of the Economics and Security Committee held in Stavanger, Norway, on Saturday 10 October 2015 [264 ESC 15 E] 

2. The summary of the meeting of the Economics and Security Committee held in Stavanger, Norway, on Saturday 10 October 2015 [264 ESC 15 E] was adopted.
IV. Consideration of the Comments of the Secretary General of NATO, Chairperson of the North Atlantic Council, on the Policy Recommendations adopted in 2015 by the NATO Parliamentary Assembly [031 SESP 16 E]

3. The Chairman Faik Oztrak called for consideration of the Comments of the Secretary General of NATO on the Policy Recommendations adopted in 2015 by the NATO Parliamentary Assembly [031 SESP 16 E]. The members of the Economics and Security Committee had no comments.
V. Presentation by Professor Milva Ikonomi, Minister of Economic Development, Tourism and Trade of the Republic of Albania, on the Economic Situation in Albania and in the Broader Western Balkans

4. Minister Ikonomi considers NATO to provide a crucial guarantee of security, including economic security, to its members. Moreover, through NATO, Albania, a country that for decades was utterly isolated from global affairs, has been able to contribute to regional and global security. 
5. Regional cooperation has provided an essential vehicle for turning the Balkan region into an attractive and competitive market. In this context, Albania has been able to shift from a remittances-dependent economy to a more competitive and innovative one. A series of structural economic reforms have stabilised the country - a judgement shared by both the IMF and the World Bank, and confirmed by the recent high GDP, private consumption and investment growth. 

6. There are still structural problems to overcome. Even though many new businesses have registered in Albania, the overall number remains low. The government has therefore prioritised improvement of business climate, together with maintaining political stability, reducing bureaucracy, pursuing judicial reform, and combatting pollution. Despite the fact that over a 100,000 people escaped poverty in 2015, the level of poverty remains too high. 

7. The accession of the Balkan countries to the EU must be accompanied by security integration and regional cooperation in various fields, including energy, transport and business. Regional business clusters, for example, provide an important means to facilitate deeper regional integration.

8. [Q1] Georgios Kyrtsos (EP) asked about Albania’s fiscal situation.

[A1] The previously high public debt was caused by earlier efforts to undertake drastic reforms. The IMF and the World Bank have worked with the government to help it control public debt and repay international and domestic obligations. The energy sector had struggled from the inability to collect payments. In 2016 and for the first time, the state has covered its expenditures and now expects an expansion of inward investment. In the health sector, pension reform should help reduce budgetary burdens on the state and improve the lives of pensioners. Given the economic ties between Greece and Albania, economic problems in Greece have negatively affected Albania. 

9. [Q2] Mikayel Melkumyan (AM) asked about the size of the Albanian diaspora abroad and about privatisation. He also inquired about Albania’s GDP structure, the nature of the country’s exports and prospects for the country’s energy sector. 

[A2] Around 1.5 million Albanians live abroad, primarily in Greece and the US. Their remittances have been an important boost for many families and, indirectly, for the Albanian economy. In terms of privatisation, the government has been considering legislative improvements to make privatisation more effective. The country’s oil reserves represent a significant opportunity, which can be managed better, including with participation of foreign actors. Albania is also a part of the transatlantic pipeline project – an important venture for the country and for the Balkan region.

10. [Q3] Robert Hochbaum (DE) highlighted the economic differences between Tirana and other Albanian regions. He also asked about the shadow economy and the Albanian government’s challenges in collecting taxes.

[A3] The speaker acknowledged considerable economic differences in the country and noted that regions in the North-East and the South-East remain underdeveloped compared to the Tirana area. The state is allocating infrastructure and energy investments for poorer regions. It is also working to foster regional economic cooperation with The former Yugoslav Republic of Macedonia
, Kosovo and Montenegro. Informality represents a serious problem in Albania. The grey economy eludes official statistics and taxation. The Albanian government has adopted a number of measures to work with the private sector to tackle the ‘informal economy’ challenge. EU support is also critical in this regard. 
11. [Q4] Bob Stewart (UK) thanked Albania for its troop contributions, asked about Albanian defense expenditures, and encouraged the government to move closer towards meeting the 2% of the GDP spending target.

[A4] The 2017 budget considers an increase in defense expenditure.

12. [Q5] Matej Tonin (SI) requested additional details on the Albanian pension reform.

[A5] Because Albania is an ageing society, measures had to be taken to keep workers in the labour market until they are 65 years of age. Pensions have been recalculated to match economic realities, and the state has introduced various social and sectoral coefficients. The government has added another reform to help those who only earn part-time salaries. Finally, the system includes pensions for those working in the private sector.
13. [Q6] Norica Nicolai (EP) asked about Albania’s efforts to fight corruption. 
[A6] Ineffective justice system and lower courts have posed major obstacles to enforcing corruption legislation. Local courts have not sufficiently and independently enforced business legislation. Not surprisingly therefore, a majority of businesses and the public consider judicial reform a top priority. This would help Albania attract investment and improve the business climate.
VI. Presentation by Jean-Christophe Dumont, Head of International Migration Division, OECD, on the Economic Dimensions of the Migration Crisis

14.  The global numbers on migration remain uncertain and so policymakers are compelled to work with estimates. Regardless, the figures are clearly historically high. Outside of Europe, there are an estimated 2.7 million refugees in Turkey, over 1 million in Lebanon, and 0.7 million in Jordan. As many as 7 million have left Syria and millions of others remain internally displaced. Following the recent EU-Turkey deal, the number of Mediterranean crossings has sharply decreased. Surprisingly, women and children make up well over 50% of the people fleeing to Europe. 

15. Syria is certainly not the only source of refugees. Even when Afghanistan and Iraq are added, people from the three countries still represent only 67% of the total asylum-seekers in Europe. EU countries have been disproportionately affected, with Sweden, Austria and Germany being the most exposed. Overall, the 2015 inflow represents only 0.3% of the total EU population. But solidarity and coordination crises, in Europe and globally, have aggravated the problem. 

16. The most affected EU countries will bear significant economic costs related to migration; Germany projects additional public spending worth 0.5% of GDP, Austria 0.3%, and Turkey 0.8%. In the short-run, this additional public spending will likely act as a demand stimulus. Importantly, only a small proportion of migrants will be offered refugee status and hence be able to enter the labour market (around 700,000 in the whole European Economic Area (EEA) by the end of 2016). Many of these refugees will need time to develop skills needed to enter the EEA labour market.

17. Multidimensional burden sharing among all stakeholders over time is essential – on the national and local levels. Countries need to undertake a range of measures to better integrate migrants into the labour market. It has taken too long to educate and prepare migrants for life in the West. Integration needs to be approached as an investment for future economic growth.
18. The soaring number of unaccompanied minors arriving in Europe is alarming, and more needs to be done to address the root causes of this phenomenon. Governments should also adopt policies focused on assisting particularly vulnerable groups such as the unemployed, women with children, and those lacking basic education. Integration offers should be matched with settlement prospects and needs.
19. [Q1] Norica Nicolai inquired about the general risk posed by failed and failing states and the degree to which the collapse of state authority is shaping the migration phenomenon. She also stressed the need to distinguish between economic and war-related migration. Integration should consider education and various support programs to prevent migrants from falling into the black economy. 

[A1] The crisis has shown that most governments and EU institutions have not prepared for addressing inflows of immigrants. Solutions that are lasting and effective need to be global. 

20. [Q2] Georgios Kyrtsos asked about the risk of right-wing populism in Europe in relation to the migration crisis.
[A2] Italy is threatened by the situation in Libya. However, the number of refugees is relatively stable and has become a new norm. But the situation needs to be closely watched until it is stabilised. 

21. [Q3] Mikayel Melkumyan noted that Armenia has accepted a share of the burden as a result of the Syrian refugee crisis. He pointed to the social, economic, and environmental impacts.

22. [Q4] Nektarios Santorinios (GR) noted that refugees continue to arrive at numerous Greek islands, making Greece among the most exposed countries to the crisis. The EU-Turkey and the EU-NATO agreements have made a significant difference and improved the overall situation. However, Greece confronts the migration crisis at a moment of serious economic stress. He lamented a deficiency of solidarity in Europe for those countries shouldering much of this burden and underlined the importance of implementing the recently signed agreements while finding longer term integration solutions.
23. [Q5] Göran Pettersson (SE) emphasised the moral and economic considerations that should inform integration policies. He encouraged Albania to share its experience with refugees through NATO and other fora.

[A3/4/5] Sweden has demonstrated an innovative approach to integration, accepting and integrating people with useful qualifications. However, countries also need to integrate numerous low-skilled workers. If governments are able to put together coherent and strong integration policies, refugees can contribute to the country’s economy, including in Armenia. No major demographic shock has occurred in Europe. Currently, non-frontline countries in Europe have no legal obligation to contribute to a broader solution. That is a weakness in the system and needs to be addressed. 
24. [Q6] Ivans Klementjevs (LV) noted that only a small number of refugees have come to Latvia. He noted that the best solutions would aim at helping countries affected by wars which would give refugees an opportunity to rebuild their own countries, rather than building new lives in the EU. 

25. [Q7] Dimitrios Kammenos (GR) asked about the best ways to integrate refugees to European economies and adapt them to rapidly evolving labour and economic markets. He suggested that NATO’s role is primarily entails coping with the effects of migration. The Alliance should also consider improving intelligence sharing, including with the EU.

26. [Q8] Michelle Demessine (FR) noted that France has had difficulties with the situation in Calais, and that the migrant camp there poses both security and humanitarian problems. Rising tensions have caused concerns among the local population which believes the state’s response has been inadequate. 
27. [Q9] Bob Stewart (UK) said that an absolute majority of refugees moving into Europe are economic migrants, and they are attracted by the prospects for building a better life. Many are not real refugees and often hold false passports; this, he said, is a security threat.

28.  [Q10] Andrea Manciulli (IT) discussed the challenges linked to the refugee crisis that Italy has confronted. He characterised the situation as ‘explosive’ with several Southern cities undergoing fundamental demographic changes with non-EU citizens now accounting for as much as 30% of the population in these urban areas. 
[A6-11] A manageable inflow of migrants to Europe should be embraced as the new normal. The flow will not likely stop even if the crises in Syria and elsewhere are solved. Calais is definitely a hotspot with many unaccompanied minors and other highly vulnerable people in need of protection – even if they are not necessarily fleeing a conflict. A distinction can be made between those who really need to be protected and those who are less vulnerable. The protective measures for the vulnerable can include scholarships and other social services. The economic impact of the crisis, the speaker noted, is marginal and therefore it cannot solve the demographic crisis, which is not marginal. 
VII. Consideration of the draft Report of the Sub-Committee on Transition and Development on The Corruption-Security Nexus [044 ESCTD 16 E] by Richard Benyon (United Kingdom), Rapporteur

29. Corruption and security are inextricably linked. Both petty corruption and systematic corruption undermine the state, making fighting corruption harder still. Erosion of public confidence in the state, combined with government failure, pose serious security threats and hinder economic progress and development, not least because of suppression of innovation, discouragement of investment, and outflow of human capital.
30. Corruption has also been used as a tool of statecraft – as demonstrated by Russia’s efforts to undermine societies on its borders. Russia exploited its leverage over the energy sector in this manner. Ukraine has also suffered from corruption. The corruption problem continues to undermine Ukraine’s democratic and economic transition despite several government successes to counter the problem. 
31. In the Middle East, popular discontent with corrupt leaders was at the heart of protests that erupted in the spring of 2011. Massive corruption, high youth unemployment, the lack of control systems, tax evasion, media restrictions and a weak judiciary, have all slowed progress throughout the region. National defense establishments have also been weakened by endemic corruption. International organisations such as the EU, NATO, the UN, the OECD and others have run programs to help address these problems. Civil societies play a critical role in fighting corruption, as do journalists exposing corrupt practices. 

32. Greater efforts are needed to ensure that western financial institutions and commercial concerns are actively blocking laundering of revenues generated through corrupt practices. This requires tightening up legislation and ensuring that anti-corruption laws are fully implemented. Helping to bolster salaries for the police and public administrators can build an esprit de corps in the ranks of public administration and lower the temptation to engage in corruption. Providing support for strong public accounting and auditing agencies should also reduce opportunities for abuse and help instill much needed confidence in public institutions. Deregulation represents a highly effective weapon against corruption. 
33. Eliminating consumer subsidies and replacing them with cash transfers to the most needy can save countries billions of dollars and reduce opportunities for corruption. Of course, good police work is essential to fighting corruption and imbuing the state with legitimacy in the public’s eyes. Western police forces with strong anti-corruption credentials should partner up with countries seeking to reform their police forces. Anti-corruption units in these forces can help monitor police activities. Georgia is a country that has made great strides on this front. Governments should close loopholes to make foreign financing of political parties illegal or subject to full public disclosure. 
34. It is important to build on the body of international law dedicated to the fight against corruption. International support for those dedicated to transparency and accountability should remain a priority for Western democracies. The NATO PA needs to do more work on the fight against corruption with partner countries both to the east and to the south. Sharing lessons on fighting corruption in the defence sector and in public administration more generally should remain a priority area, for example, in the Rose-Roth program and other Assembly parliamentary training programs.

35. [Q1] Mikayel Melkumyan called for a methodology to assess the level of corruption and the effectiveness of the measures to tackle corruption. A comparison between administrative and legislative systems between countries is needed to capture relations between political and economic reforms. 

[A1] Corrupt practices weaken societies; economic and political reforms must go hand in hand. Moreover, not only country-level, but also region-wide challenges must be taken into account to prevent any cross-border spill-over effect.

36. [Q2] Bob Stewart asked for examples of how Russia uses corruption to weaken individual states.
37. [Q3] Yurii Bereza (UA) noted that Russia’s economic influence in Ukraine helped trigger the invasion of Crimea, and Russia continues to use corrupt practices to win allies in the West.

[A2/3] One of the many examples of Russia’s use of corruption is related to the energy sector. Moscow rewards and encourages non-transparent practices within energy-related organisations to reinforce its influence. The ‘’Panama papers’’ have helped expose many problematic practices. The speaker suggested that assistance to Ukrainian political, economic, and judiciary reforms is in NATO’s interest.
38. [Q4] Ivans Klementjevs (LV) discussed money-laundering and corruption cases in the Republic of Moldova and Ukraine. He emphasised that such practices undermine their possible candidacy for EU and/or NATO membership. 

39. [Q5] Francis Hillmeyer said that corruption has proven to be a security risk, undermined stability and created a range of other challenges in a number of MENA countries. He also inquired about methods of financing of political parties in Eastern Europe.
[A4/5] Russian dirty money is omnipresent in Europe, including in London. The US Magnitsky Act is an example of how parliaments might respond to these challenges. He suggested that the financing of political parties needs to be entirely transparent.

40. [Q6] Dimitrios Kammenos (GR) asked about fighting corruption in arms trade and highlighted the lack of transparency in previous Greek-German arms transfers.
41. [Q7] Zeljko Glasnovic (HR) noted that many post-communist countries now operate with dangerous levels of corruption and organised crime. NATO should not underestimate the threat and should apply more pressure on countries that have failed to adopt necessary laws to fight organised crime.
[A6/7] Corruption in arms sales is a serious issue defined by the OECD convention. State-sponsored corruption, and some states’ inability to take on organised crime, is a real and present danger to our security. The Alliance should therefore continue to work on this issue.

VIII. Summary of the future activities of the Sub-Committee on Transatlantic Economic Relations, by Menno Knip (Netherlands), Chairperson of Sub-Committee
42. There were no comments. 
IX. Summary of the future activities of the Sub-Committee on Transition and Development by Francis Hillmeyer (France), Chairperson of the Sub-Committee
43. There were no comments. 
X. Consideration of the draft Report of the Sub-Committee on Transatlantic Economic Relations The Economic and Security Consequences of the Migration Crisis [043 ESCTER 16 E] by Ossur Skarphedinsson (Iceland), Rapporteur

44. The report has four goals. First, to outline implications on the global market; second, to discuss impacts on frontline states; third, to highlight the security dimension of the crisis; and finally, to point to optimal responses.

45. The migration crisis may not be caused by the Syrian conflict only, but it is strongly fueled by it. The 7 million Syrian refugees are the best evidence. As most refugees stay in the region, the frontline states face an extremely heavy burden. The capacity of Turkey, Lebanon and Jordan to accommodate more refugees has reached its limits. As a result, Europe is exposed to ever larger flows that challenge European political and economic cohesion. 

46. Theoretically the movement of people from a low-wage to a high wage country could drag down wages for low-skilled labour in the high-wage country. However, wages tend to be sticky because of labour regulations. Over the long run, Europe will confront a labour shortage and needs to find new workers; this cannot be achieved with domestic labour alone, and more foreign workers will be needed. Regulations will also need to be altered to encourage more people to stay in the labour market. 

47. Newly arrived migrants will need to be better educated and trained so that they are prepared to join the labour market. Practice has shown that working refugees are much less of a burden compared to those who are unemployed. Moreover, they are better integrated in cultural and social terms.
48. There is very little evidence that refugees have been involved in terrorist attacks in Europe. It is possible to conclude, therefore, that refugees are not the source of immediate security problems. Failed states and the lack of intelligence sharing and cooperation on the part of Allies are far more serious and relevant problems. 

49. Ending the fighting in Syria and Iraq represents a clear precondition to containing and limiting the refugee crises. The international community should increase financial and material support to Lebanon, Jordan, and Turkey, so that the needs of migrants in these frontline states can be properly met. 

50. [Q1] Sébastian Pirlot (BE) commented that migration aggravates the terrorist threat and this security dimension of migration should be discussed in the report. Certain people refuse to see the real and threatening dimension of the migration crisis. The analysis of the economic perspective is inadequate. Migration can be positive, but only when it is controlled and not massive. Moreover, migrants have not yet been effectively integrated and therefore cannot bring positive economic benefits to Western societies. Integration must go beyond languages and include consideration of societal norms, values, and culture. Finally, NATO Allies have to combine military policy with diplomacy to address the roots of the problem in the Middle East and stabilise the region.

[A1] One of the clear lessons of the Brussels terrorist attacks was the fatal consequences of a lack of intelligence cooperation, both within a country and across borders. Domestically, effective and comprehensive integration programs must be introduced to help newcomers become part of their society. 
51. [Q2] Dimitrios Kammenos called for a clearer European refugee strategy. Refugees and migrants should be distinguished. He warned that the different cultural, legal, and economic systems in the MENA region make integration ever-more difficult.

[A2] Solutions to the crisis can be found only through diplomatic means in cooperation with local actors. Integration of those who have already arrived will take many years and requires effective long-term solutions.

52. [Q3] Francis Hillmeyer suggested that the report should highlight the need for solidarity and international cooperation. France has sought measures to harmonise work rules for workers, and is working to make European economies more open, inclusive, and dynamic.

[A3] Easing access to the labour market for migrants is vital to hastening the integration process. Delays make the integration process harder. 

53. [Q4] Menno Knip (NL) noted that optimism is hard to find as solutions remain elusive. Access to labour markets seems to hold some promise in this regard. A quota system for refugees, especially those with special capabilities, might represent a way forward.

[A4] Most problems that we have created we can also solve. But quotas may be too superficial, obstructing well-established market mechanisms.

54. [Q5] James Sensenbrenner (US) noted that international law defines refugees as those fleeing persecution. A procedure to verify each claim must be in place. The EU has failed to divide genuine refugees from economic migrants, people specifically excluded from the refugee status by the United Nations Convention. The failure has had severe political implications as it strengthened populist political parties across Europe. Russian support for extreme parties in NATO countries poses an additional threat. The Alliance and individual countries need to be able to stand up against this kind of political interference. The administrative process for granting refugee status to those entitled to it ought to be hastened. Finally, public perceptions need to be addressed so that support is won for necessary measures.

[A5] Distinguishing between refugees and economic migrants is indeed a key challenge governments confront and they need to be in a position to do so in a timely fashion. 
XI. Consideration of the draft General Report The Budgetary Implications of the New Challenges to Trans-Atlantic Security [042 ESC 16 E] by Jean-Marie Bockel (France), General Rapporteur

55. At the 2014 Wales summit, heads of NATO governments decided to reverse the tendency to reduce defense spending and to move toward the target of allocating 2% of GDP to defense, at least 20% of which is to be spent on procurement, research and development. Despite deployments in the Western Balkans and Afghanistan, defense spending throughout the 2000s fell in many countries. While the US has strived to maintain technological superiority, other nations’ defense-industrial bases have been crumbling. 

56. Yet the 21st century has not been characterised by reconciliation and peace. Internal and external threats are myriad. To the East, the aggression against Ukraine has sparked a fundamental reconsideration of the security situation in Europe. Asymmetric conflicts will also require NATO forces to enhance their flexibility, mobility and readiness. They need more financial resources to be prepared to face challenges in the evolving security landscape. More than ever, Allies need political will to integrate their capabilities and thus strengthen themselves and NATO.
57. NATO needs to position itself to carry out essential Article 5 missions but also needs to reinforce its force-projection capacity and its capacity to sustain operations. Very few allied countries have achieved the 2% of the GDP target but the pressure to do so is mounting. Members of parliaments have a responsibility to outline how the security environment has changed and why greater defense spending is needed. Spending, however, is not enough and new efficiencies also need to be found through, for example, pooling and sharing and mission specialisation.
58. [Q1] Bob Stewart noted that NATO’s previous efforts to work with Russia outside of the NATO framework have not succeeded. He asked whether NATO possibly should have accepted Russia into the Alliance to prevent conflicts with it.
59. [Q2] Ivans Klementjevs affirmed Latvia’s commitment to gradually meet the 2% budget commitment and emphasised the seriousness of the Eastern threat.

[A1/2] If NATO was able to go back in time, it might decide to change its approach to Russia. But given the situation today, establishing a closer relationship with Russia would depend on Russian behaviour. As president of the French Parliament’s friendship group to the Baltic countries, the speaker realises the sensitivities of restoring dialogue with Russia while, for example, assuring the Baltic countries. 

60. [Q3] Michael Turner (US) suggested that defense spending is among the key priorities for the Alliance. As the NATO PA prepares for the annual session in Istanbul, it needs to consider the need to invest in both domestic and shared infrastructure. These assets must meet logistical and military needs in the current security environment. The European Reassurance Initiative can partly contribute to this effort.

[A3] Firstly, strategic considerations require Allies to enhance domestic and international infrastructure. Enhancing infrastructure, and ensuring interoperability is challenging, as infrastructure differs from one country to another. In many respects, a common project for NATO’s future capabilities is missing; both a defense aspect and an economic aspect of joint planning and coordination are needed. 

61. [Q4] Mikyel Melkumyan asked whether political and diplomatic progress might make decrease in defense spending desirable over the upcoming decade.

62. [Q5] Norica Nicolai inquired about NATO’s spending needs to meet the challenges of asymmetric warfare.

[A4/5] Allies need greater resources to recalibrate forces so that they are better positioned to meet evolving threats. The recent French military experience demonstrated that national defense spending must be increased. Pragmatism is essential and we should recognise that NATO’s credibility has in many respects weakened. Greater spending will therefore be crucial.

63. [Q6] Richard Benyon (UK) suggested that reaching the 2% pledge is important; but how resources are used is even more important. Spending must be more intelligent and accountable to taxpayers, both in Europe and in the United States, where taxpayers today share a disproportionate burden.

64. [Q7] Nektarios Santorinios inquired about NATO’s hybrid warfare strategy, and about NATO’s approach to cooperative security.
[A6/7] There needs to be a balanced partnership with Russia. The allies need to deal with it from a position of strength, also with a sense of openness. More cooperation is needed to enhance intelligence collection, assessment, and sharing. Reliability and trust among allies are vital in this respect. 
XII. Any other business

65. No other business was raised.
XIII. Date and place of next meeting

66. The schedule for the upcoming meetings was announced, including the Annual Session which will take place in Istanbul, Turkey, in November 2016. 
XIV. Closing remarks

67. The Chairman thanked the Albanian hosts, participants, guest speakers, interpreters, NATO PA staff, and members for their constructive participation and work.
_________________
� Turkey recognises the former Yugoslav Republic of Macedonia with its constitutional name. 
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