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At the UN Development Summit in New York we together defined the leitmotif of the coming years. We 
want to keep our promises; at the same time, development cooperation must be made more effective!  
 
Ten years on from their adoption, the Millennium Declaration and the Millennium Development Goals 
(MDGs) continue to be the international frame of reference for international development policy. In view 
of that, this Annual Meeting must send a clear message that, despite increasing global challenges, we will 
not allow achievement of the Millennium Development Goals to be jeopardised. On the contrary, we must 
further develop our international partnership, with modern development policy playing a key role.  
 
The international financial and economic crisis, the threat posed by climate change and the crises of 
recent years affecting food and oil prices are all examples of global challenges that transcend national 
borders and clearly show that freedom, prosperity and security can only be achieved through effective 
international cooperation. Therefore, international development policy is an expression of shared 
responsibility, thus making it a form of global structural policy. Only if industrialised countries, emerging 
economies and developing countries work together can poverty be fought worldwide and solutions found 
to global problems. The World Bank will also have an important role to play in this, particularly in terms 
of driving the global development agenda. 
 
The international community must prove that it is capable of taking both measures to address the 
immediate fallout of the crisis and precautions against future crises. It is important that we draw on the 
lessons of past crises when determining the direction to be taken by the international financial institutions 
in the future. The World Bank must play a pioneering role at international level so as to guide the search 
for solutions to challenges of global urgency. That includes our response not only to the financial and 
economic crisis but also to climate change. The Bank must put major structural policy change on its 
reform agenda. It is imperative that the Bank be given a long-term strategic orientation and its mandate 
more tightly defined. The Bank's comprehensive reform agenda is pointing it in the right direction.  
 
The aim is to enhance the performance and efficiency of the World Bank and to establish a more effective 
division of labour between the individual players within the international development architecture. 
Greater efficiency and effectiveness in development cooperation – that will become increasingly crucial 
in future. 
 
It is also important that the World Bank, and we as shareholders, are prepared to embark on new paths. It 
is important not only that developing countries and their concerns are taken seriously but that they take on 
ownership for their own development. Good governance, decentralisation, effective national taxation 
systems and rule of law are also central to strengthening that ownership.   
 
Turning crises into opportunities 
  
The long-term impact of the financial and economic crisis has not yet been mitigated:  unemployment and 
cuts in education, health and social security will remain concerns, not only in the developing countries but 
also in the industrialised countries. That is why we must remain steadfastly committed to global reforms.  
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The Development Summit showed that, if sustainable economic and development policies are to be 
moved up the international political agenda and framed jointly, then we need a joint understanding of 
future challenges. In essence, development policy is about creating conditions that allow people to draw 
on their own resources to lift themselves out of poverty. The Herculean task of eradicating poverty and 
hunger cannot be accomplished through the development policies of national governments alone. We 
need to forge global partnerships with all those players capable of exerting a decisive influence on today's 
world.  
 
The provision of global public goods, the second generation of development challenges, must be 
integrated into our development strategies. Other instruments and policy areas are playing an increasingly 
important role in determining the success of development policy – particularly with development being 
increasingly closely linked to the availability and provision of global public goods. 
 
The World Bank can help ensure that the long-term impacts of the crisis are cushioned and a strong global 
safety net created. As a first step in the wake of the crisis it was important, therefore, to ensure that the 
IBRD had sufficient resources in the long term, so as to be able to continue providing the necessary funds 
and suitable tools for sustainable development. At this Annual Meeting we must make it clear that it is 
equally important to put IDA and the poorest countries on a sound financial footing. We saw during the 
crisis that countries with a sufficient financial cushion to fall back on and take counter-cyclical measures 
were less badly affected. 
 
Social security systems, which serve to stabilise demand across the entire economy and mitigate shocks, 
are of vital importance and are rightly a major focus of attention in the World Bank's work. Yet some 
other fundamental issues also need to be addressed. The crisis was a consequence of global 
interdependencies and arose out of a global context. When examining the question of what lessons can be 
learned from the crisis, we therefore also need to answer questions concerning the global regulatory 
framework and a structurally instable global economy. 
 
The World Bank must therefore support developing countries in developing options that will allow global 
risks to be minimised. Questions of regional integration, diversification of trade, avoidance of one-side 
financial market dependences, stabilisation and diversification of foreign direct investment and 
remittances all play a role. There is no blueprint that can be applied across the board; instead solutions 
must be developed for each individual country. The World Bank would be making an important 
contribution if it were to devote more attention to these issues and thus show its partner countries what 
policy space the poorest countries in particular have and can use in order to successfully withstand new 
global crises.  
 
Embarking on new paths in development cooperation 
 
In addition to sound financing, it is equally important to increase the effectiveness of development policy. 
Particularly in times of budgetary constraints, we must all endeavour to satisfy the ideal of using scarce 
funds to achieve maximum success. That means, crucially, a greater focus on results. Allocation of funds 
must increasingly be tied to development results, thus also encouraging even greater ownership on the 
part of partner governments. The World Bank must therefore work more in future with results-based 
instruments. The new instrument of results-based financing could be a promising approach.  

 
Traditional development cooperation funding alone will not, in the long term, be able to cover the huge 
costs of achieving the Millennium Development Goals. Innovative financing instruments, such as 
emissions trading, must be pursued further and deployed in our efforts to achieve the development goals 
that have been set us, including commitments on ODA.   
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We also need to involve the private sector more in our efforts. Through our official development 
cooperation, we must establish the necessary conditions for that by creating an attractive environment for 
investment. That also means strengthening good governance. Another issue is joint financing. As the 
World Bank's private sector arm, the IFC provides the Bank with a strong link to the private sector. The 
IFC should become even more strongly engaged in IDA countries as well as in poor regions of middle-
income countries.  
 
Strengthening IDA's role  
 
The High-Level Plenary Meeting in New York delivered confirmation that achievement of the MDGs is 
seriously threatened, particularly in the poorest and most vulnerable countries. For the credibility of the 
international community and for the World Bank as a whole, it is therefore crucial that a sound financial 
basis be assured for IDA and the poorest countries both during the crisis and beyond. Only then will the 
World Bank Group as a whole be able to play an active role both now and in future crises and offer a 
comprehensive, rapid and flexible response. For Germany, therefore, it is a matter of course that we 
should want to make our contribution to one of the most important multilateral organisations for financing 
development in the poorest countries.  
 
Yet the success of the current IDA negotiations cannot be measured solely by the quantitative results of 
the replenishment. IDA must at the same time improve qualitatively. In these times of scarce financial 
resources, it is crucial to be able to point to results, in other words to success stories. That requires joint 
action, coordinated efforts and the pooling of positive experience but also a willingness to take a critical 
look at where improvements must be made. I therefore think it is vital that this critical dialogue become a 
hallmark of cooperation between IDA and its shareholders. Dialogue with the shareholders must be 
continuous and organised systematically; it must also extend beyond the replenishment negotiations. That 
is how to strengthen the confidence of all sides concerned in IDA and its broad range of skills.   
 
There are a number of topics that could be used for rehearsing and intensifying this kind of dialogue. We 
regard it as crucial, for example, that IDA's role in crisis response be more clearly defined. We welcome 
the establishment of a flexible crisis response mechanism under IDA16 in reaction to the financial crisis 
and the many natural disasters that have occurred. This must, however, be accompanied by a 
consolidation of the vast array of crisis response trust funds.  
 
As regards results orientation, we also welcome the improvements to the results measurement system. 
The relevance of such systems only truly becomes clear, however, if goals are also specific and 
ambitious. That is the only way to ensure that goal achievement and results measurement encompass 
overarching dimensions. For example, in 2008 President Zoellick committed increased investment in the 
area of gender. Such targets need to be clearly quantified and monitored.  It therefore needs to be clearly 
determined how IDA aims to ensure that such targets are reflected in projects and country strategies. The 
same applies to increased investment in climate change mitigation. Here, too, clearer targets are needed 
and also a more precise assessment of the climate impact of ongoing investments. 
 
Fragile states currently present the international community with one of its greatest challenges in terms of 
development and security policy. They are at increased risk of internal conflict and conflict with other 
countries. Those conflicts can then destabilise entire regions. With their weak state structures and low 
level of socio-economic development, they are often not able to offer their populations basic social 
services. It is fragile states that are lagging furthest behind on the MDGs. 
 
For IDA, that means that fragile states will become an increasingly important group. They will be a very 
clear test of whether and how IDA manages to respond to the very different conditions in these countries 
and their specific needs. Additional funding will only be translated into better results if internal reforms 
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prove effective and state institutions are able to deliver more efficient and effective services. Improved 
cooperation with fragile states must, above all, also address good governance and capacity development 
in those countries.    
 
These countries are fragile for a diversity of reasons and they have a correspondingly diverse need for 
input from the Bank. Alongside classic poverty reduction measures, that input must also serve to bring 
stability to these fragile states.  We therefore need to take a more tailored approach to countries in this 
category and think outside the term "post-conflict countries".  On the basis of this more tailored approach, 
not only should interventions be more specifically targeted but the available instruments adapted.  There 
is also a need for more realistic risk assessment and greater flexibility on the ground. The 2011 World 
Development Report can provide vital input. But if tangible progress is to be achieved, the IDA 16 
Deputies Report must contain a clear work programme with milestones for IDA and its Deputies.  
 
This will also require a reform of the system of allocation, so that the allocation of funding for fragile 
states is integrated within a fair and transparent system that ensures a balance with those of IDA's clients 
that are good performers, offering appropriate incentives and rewarding positive developments in IDA 
recipient countries.   
 
Progressing with internal World Bank reforms  
 
The credibility of the reforms undertaken by the international financial institutions ultimately hinges on 
those institutions modernising their governance structures and at the same time fundamentally 
modernising their work with and services to their clients. The comprehensive reform process that has now 
been initiated on the basis of the new strategic guidelines is ambitious but absolutely essential for the 
World Bank’s role as a global bank of the future that is more effective, more transparent and more 
efficient. The image of the Bank as a decentralised, results- and process-oriented knowledge organisation 
is a welcome vision for the future World Bank. Successful reforms will therefore also be interpreted as a 
sign of the Bank’s ability to act as a global catalysing force. We, the shareholders, have a special 
responsibility for moving the reform process forward. It will call for courage and good judgement on the 
part of shareholders. The courage to support the Bank in any new avenues it pursues. And the good 
judgement to know what results we can expect within just a short period.  
 
The process of decentralisation that has already begun must be continued. It is quite clear that the existing 
approach of strengthening country offices has reached its limits and must be reconsidered. The Bank 
therefore needs to add new elements to its policy of decentralisation in order to ensure that it can be more 
responsive and thus more efficient and also in order to optimise the way it passes on to its clients 
knowledge it has gained globally. We want to actively support the Bank in those efforts. 
 
Over recent decades, the World Bank has worked on constantly refining its instruments so as to respond 
to changes in demand and also to reflect new experience and knowledge. The idea currently under 
discussion of a new lending instrument that combines elements of investment lending (IL) with 
development policy lending (DPL) and sets new standards in terms of results orientation seems a very 
promising one. Results-based lending (RBL) that directly links disbursement of loans with achievement 
of specific results can be an effective means of providing focused support to partner countries' reform 
programmes. This strengthens ownership on the part of the partners and, at the same time, draws on the 
experience gained with project financing. 

 


