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Statement by 
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Federal Minister for Economic Co-operation and Development 
Germany 

 
 
With the Millennium Declaration and the agreements of Monterrey and Johannesburg, we 
took important steps towards a more equitable world order. Since then, our task has been to 
translate these shared convictions into concrete and jointly formulated policies. The fact that 
agreement was reached on the agendas of Monterrey and Johannesburg does not mean that all 
differences of opinion have been reco nciled. To a certain extent, the international community 
has fallen short in the implementation of our common interests. This applies particularly to 
the fields of climate policy and the establishment of a fair trade order. At the same time, we 
are confronted with new challenges, especially the rise in violent conflicts and terrorism. An 
increasing militarisation of international affairs is not the way to tackle these challenges. We 
must impress upon the international community that development is the most economical 
form of security policy.  
 

Financing for development and ODA 
 
As outlined in the Global Monitoring Report, most developing countries will only have any 
hope of achieving the Millennium Development Goals, if international efforts are scaled up 
considerably at all levels and by all concerned. I welcome the resumption of the WTO 
negotiations . All partners must now show the necessary ability to compromise in order that 
the Doha Round can be brought to a rapid conclusion and live up to the title of a 
"development round". This includes making significant improvements to market access for 
exports from the developing countries, particularly agricultural produce. Negotiations should 
aim at phasing out export subsidies in the agricultural sector. When decid ing on new steps 
towards liberalization and other trade rules, it must always be remembered that developing 
countries usually have weak financial and institutional capacities. 
 
As regards the volume of ODA, Germany remains firmly committed to its pledge of 
increasing Germany's contributions to 0.33% of GDP by 2006. In addition to our joint efforts 
to increase ODA, we must also forge ahead with the debate on innovative instruments for 
financing development. Germany is open, in principle, to several of the proposals currently 
being discussed at international level. We expect the Bank and the Fund to submit a 
comprehensive analysis of the pros and cons of all practicable solutions at this year's Annual 
Meeting.  
 
Regarding the quality of ODA, there are four aspects to be tackled. Firstly, ODA should be 
focused more on those very poor countries which are able to absorb it, thanks to a 
development-friendly institutional and political environment, and where ODA can therefore 
be most effective (“selectivity”). It would be disturbing if more ODA were to be used to 
execute short-term foreign and security policy interests. Secondly, development co-operation 
must be integrated more closely into national development programs (“alignment”). Thirdly, 
progress must be made on initiatives to simplify the procedures used by the various donors 
and to harmonize procedures among donor countries and in the partner countries 
(“harmonization”). Alignment and harmonization are vital if we are to be able to focus on 
shared aims at country level (“result orientation”). Fourthly, we need greater predictability of 
ODA transfers. In order to advance systematically with this agenda, we need joint action and 
implementation plans. The quality of the ODA delivered by the various development 
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orga nizations must live up to precisely these criteria. I therefore very much welcome 
international review mechanisms.  
 
The international community must enhance the volume and quality of ODA. But it would be 
an over-simplification to distinguish – as the Global Monitoring Report does – between 
"good" ODA, in the form of financial co-operation, and "bad" ODA, in the form of technical 
co-operation and debt relief. As we all know, debt relief has freed up domestic funds, which 
can now be used for poverty reductio n. The increase in public expenditure on education and 
health speaks volumes. As regards technical co-operation, it can play a major role in 
increasing absorptive capacity in the partner countries and the efficiency of ODA. To put it 
another way, greater financial transfers are absolutely essential, but they will not 
automatically achieve the desired results. Successful development has a great deal to do with 
ideas, innovation and knowledge, which is a key reason why the World Bank has recently 
focused on becoming a "Knowledge Bank". Therefore, technical co-operation and capacity-
building are of key importance. They must, however, be constantly adapted to changing 
circumstances, particularly by means of greater integration into the programs and processes of 
our partner countries.  
 

Co-operation and partnership  
 
Over the last few years, the international community has developed common goals and 
achieved a broad consensus on how to tackle the challenges ahead. We have also strengthened 
communication between the development institutions. By aligning donor programs with 
national development strategies, we have laid the foundations for closer co-operation. We 
must now move beyond that and on to further developing the international development 
architecture. We must delimit more clearly the institutions’ respective mandates, pinpoint 
their roles and comparative advantages, make headway on the division of labor and, in 
general, co-operate more closely. The need to provide more grant funding to highly indebted 
countries makes this all the more urgent.  
 
The World Bank has a very important role to play in the international development 
architecture. Ultimately, however, the success of our shared development agenda depends on 
all development institutions dovetailing their contributions in a constructive way, for example 
the UN and its role in reviewing progress towards the MDGs or the bilateral donors and the 
EU, which increasingly need to take on the function of lead agencies in certain areas 
depending on their particular specializations. I would greatly welcome the submission by the 
World Bank before our Annual Meeting of an agreed proposal for a concrete and more clearly 
defined division of labor with other multilateral institutions, particularly the organizations of 
the UN. The principle of selectivity must be clearly reflected in the World Bank portfolio. 
 
In all areas, it is vital that we combine forces, all the more so when trying to tackle difficult 
problems. The energy sector provides a good example. Affordable, reliable and sustainable 
energy is of vital importance in achieving our declared goal of poverty reduction. I am 
convinced that we must therefore increase our support for the broader use of renewable forms 
of energy and curb the subsidization of traditional forms of energy. Some renewable forms of 
energy are already competitive, particularly when the aim is to provide a decentralized supply 
of energy to the poor. For other renewable energies, the market still needs to be developed. 
The costs of this should not be offloaded onto the developing countries. It is therefore vital for 
all parties concerned to work closely together so that their efforts complement each other and 
expertise and studies can be shared. The World Bank has an important role to play in such an 
approach. It has to actively encourage the utilization of renewable energies as well as 
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considerably increase the proportion of its portfolio spent on promoting renewable energies. 
An organizational unit for renewable energies and energy efficiency should  therefore be set 
up within the Bank. By the next Annual Meeting, the World Bank should submit an 
implementation plan and timetable showing how the proportion of renewable energies can be 
increased until it becomes the main form of energy within the World Bank's portfolio. 
Germany is willing to offer its co-operation in this. The International Conference for 
Renewable Energies being held this June in Bonn will provide a sound basis for a broad 
coalition.  
 
One further example of a successful partnership is the Education for All –  Fast Track 
Initiative (FTI), which has achieved many respectable results so far. Germany will continue to 
support this initiative. A year ago, I pledged to double our bilateral funding for basic 
education as part of this initiative. We are making concerted efforts to achieve this target. In 
addition to the two FTI pilot countries initially chosen, Germany is now supporting two 
further countries as part of the initiative. We have earmarked additional funding of €90 
million for the period 2003-2005 for these four countries alone and are currently examining 
the possibility of providing further funds for countries that are in the FTI or wish to join.  
 

Debt sustainability  
 
We are now approaching the 5th anniversary of the decisions on debt relief for Highly-
Indebted Poor Countries.  The German government has been strongly committed to 
supporting this initiative from the outset and is following every step of its implementation 
with the same keen attention.  That is why I consider it important that the international 
community should not only stand by the decisions made in Cologne but also – where it seems 
appropriate – develop them further.  I find the success of the Initiative to date compelling: 27 
countries have entered into the debt relief process and 13 countries are being granted 
comprehensive debt reduction, because they have reached the completion point. More will 
follow this year.  The debt stock of the 27 countries will be reduced by two thirds.  However, 
the success of HIPC goes far beyond this quantitative dimension of debt reduction.  By 
linking the Initiative with poverty alleviation, a new development policy paradigm has 
emerged, which puts poverty alleviation at the centre of all development efforts.  HIPC has 
helped enforce the PRSP approach.  Today it represents an all- embracing development 
strategy which encourages ownership, participation, good governance and democratization in 
developing countries. 
 
Despite these successes of the HIPC Initiative, the international community is faced with a 
number of new challenges, related in particular, to the fact that, although HIPC leads to a 
one-off debt reduction, debt relief alone cannot remove all structural causes of poverty.  The 
core challenges for ensuring debt sustainability therefore point beyond HIPC; like any form of 
debt relief, the HIPC Initiative alone is no guarantee of a sustainable solution to over-
indebtedness. 
 
I explicitly support the operational framework for securing the long-term debt 
sustainability of low- income countries put forward by the IMF and World Bank 
management. It addresses issues that Germany has repeatedly brought to the urgent attention 
of the World Bank.  Two aspects above all must be taken into account: firstly the quality of 
institutions and policies, and secondly the vulnerability of countries to external shocks.  These 
aspects have been integrated into the operational framework that has been presented to us; 
that marks a great step forward. Numerous questions re main open, for example with regard 
to the role of the international institutions, the financial resources that will be necessary and 
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the operational implementation of the proposed framework.  The international community 
must find a solution for those countries that will not reach Decision Point by the end of the 
year. These questions must be solved by the time of our Annual Meeting. 
 

Growth policies and poverty reduction 
 
Without a boost to the economies of the developing countries and a resultant rise in economic 
growth, it will not be possible to guarantee debt sustainability in the long term or to achieve 
the Millennium Development Goals. If growth rates remain constant, for example, only eight 
countries in sub-Saharan Africa, representing 15% of the population in the region, will 
achieve the goal of halving poverty by 2015. The more successful we are in harnessing the 
productive potential of the poor by means of broad-based, pro-poor growth strategies, the 
greater the reductions in poverty will be. The most vital prerequisite for this is an 
improvement in market access for developing countries and the establishment of a fair world 
trade order. The World Bank and various other donors, including Germany, are at the same 
time trying to come up with some concrete joint recommendations for national development 
strategies in the partner countries.  
 
Much more is known today about the factors required for successful development than ten 
years ago. It is now generally accepted, for example, that efficient institutions are of key 
importance for development processes. These insights must be thought through to their 
conclusion and translated into practice. This includes developing solutions on the basis of 
the (often informal) institutions that actually exist. It follows, therefore, that an intimate 
knowledge of local circumstances is required to implement successful growth strategies.  The 
international community must therefore lend more active support to the developing and 
transition countries in charting their own path, whilst also being willing to accept 
unconventional policies. Ownership also means donor institutions being open to alternative 
economic policy options, including the macroeconomic level. Unless we use a diversity of 
approaches, we will not succeed in mobilizing sources of growth as much as required. 
 
This has a number of implications. At this point, I would like to list some of the major 
consequences for the work of the World Bank. 
 

1. The World Bank has now also accepted the importance of institutions for 
development. It must however be more systematic in drawing the appropriate 
conclusions and putting them into action. The quality of institutions, regulatory systems, 
and governance, and the property rights issue have to be seen as factors underlying all 
other factors relevant to growth. This has to be systematically built into the notion of 
economic reforms, especially in connection with liberalization and privatization. 
Deliberations should focus on functionality and realism (as opposed to the still 
commonly held view that liberalization and privatization will result virtually 
automatically in successful development).  

 
2. There is no guaranteed recipe for success in development. The World Bank must 

therefore be increasingly involved in efforts to find tailor-made, country-specific 
solutions . One important aspect in this context is for reforms to be firmly rooted in 
cultural and political-economic terms. For example, in nearly all the countries of sub-
Saharan Africa, customary law is common. It is estimated that 10% of land at most is 
held by formal title. If land is to be used efficiently, tenure must be more formalized. 
Yet to create a modern, Western-style system of land tenure would be to ignore the 
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realities of the situation in these countries. Instead interim solutions or sensible 
adaptation of existing law are needed.  

 
3. Ownership on the part of developing and transition countries must be further 

strengthened. The Bank can make an important contribution to this:  
 

• by actively advising the partner governments, also on policy ideas that lie 
outside the mainstream;  

 
• by strengthening analytical capacities in the partner countries; 

 
• by further paring down the conditions connected to programs so that they focus 

on key institutional reforms;  
 

• by involving partne r countries to a greater extent in the decisions of the World 
Bank's governing bodies (voice); 

 
• by further shifting decision-making processes to the recipient countries. 

 
4. The World Bank must strengthen its strategies for crisis prevention and, in particula r, 

for dealing with external shocks and managing crises. In this context, it must also, in 
close co-ordination with other donors, adapt the form and volume of it’s lending to debt 
sustainability in the partner country concerned. New instruments should be developed, 
enabling debt service payments, for example, to be linked to GNP. I very much 
welcome the Bank’s and the Fund’s plans to make further headway in their analysis of 
this issue.  

 
5. There should be a greater focus on the interdependence of the macro and micro 

levels . Therefore a close co-operation is needed between the World Bank and the IMF. 
The idea that the IMF is responsible for macroeconomic policy recommendations 
whereas the World Bank is responsible for structural and institutional questions is short-
sighted. Efficient strategies to support economic growth and poverty reduction are only 
possible when both macro and micro policies are functionally interwoven. This 
understanding has to be built into the work of both institutions. The financial sector 
plays a key role in measures promoting growth. Its main function is to mobilize 
domestic financial resources, for example by improving disposition rights, and channel 
them towards the most productive activities.  

 
It is my firm belief that we must forge ahead with the discussion of economic policy 
strategies, if we are to be able to tackle the challenges ahead, namely: 
 

• substantially reducing world-wide poverty 
 

• achieving the Millennium Development Goals 
 

• ensuring the long-term debt sustainability of developing and transition 
countries, and 

 
• putting international economic relations on a sounder footing and taking 

effective measures to prevent crises. 
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My ministry has drawn up a discussion paper on this important issue, aimed at stimulating 
international debate. 
 

Increased participation of developing and transition countries in the decisions of 
 the World Bank 

 
I would like to thank Trevor Manuel for his proposal regarding further discussion of this 
topic. I believe that the suggested procedures will help us achieve our common goal, namely 
enhancing the voice of the poor in the BWIs within the shortest possible timeframe. We 
support the proposals on strengthening the capacity of the offices of the African Executive 
Directors. However, these measures alone will not on their own be enough to address the 
whole problem in its entirety. Therefore the decisions taken so far can only be seen as a first 
step in a process of more comprehensive reform.  We cannot afford to limit reform efforts to a 
few "easy" measures.  
 
At last year’s Annual Meetings in Dubai, Germany presented a discussion paper with various 
proposals for enhancing the voice of the developing countries in the World Bank. Our plan 
has three main pillars: a) strengthening the ownership of the developing countries; b) 
increasing the level of basic votes to its original level of roughly 11%; c) investigating the 
possibility of introducing double majorities. This would apply to certain decisions of an 
operational nature, e.g. project proposals and staffing decisions. 
 
We believe that increasing the Basic Votes could in particular improve the situation for those 
countries that currently have the lowest representation. We therefore feel that this proposal 
represents a fair solution to the problem of marginal representation. It would not undermine 
the Bank’s position as a financial institution, and total voting rights would still be measured 
by the relative economic strength of the member countries. We therefore firmly support the 
proposal in the roadmap of elaborating various options for increasing Basic Votes, to be ready 
for the Spring DC in 2005. 
 
If the Eminent Persons' Group proposed by Trevor Manuel is established, we believe that it 
should look at all feasible options currently being discussed within the bodies of the World 
Bank, including the German proposal of introducing double majorities for certain operational 
decisions. 
 


