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The world is faced with a whole number of risks – economic risks, geopolitical risks, social 
risks. Since the global economy is marked by such a high degree of interrelatedness, these risk 
factors are becoming increasingly complex and explosive. The world is turning ever faster, 
allowing ever greater damage to be caused. Simultaneously, less and less time is available for 
political responses to crises. There is a growing awareness that there is a need for functioning 
global cooperation. The World Bank must take account of that: 
 
 

Making full use of the potential for renewable energy and energy efficiency 
 
Droughts, floods, changing rain patterns and rising sea levels are threatening development efforts 
in the world's poorest countries. Regions including Africa and South Asia – home to most of the 
1.1 billion people who are living without clean water – will be among the hardest hit by changing 
weather patterns. Often these countries do not have the resources or the capacity to mitigate, or 
adapt to, the impact of climate change. Unless the long-term implications of carbon intensity are 
integrated into the development model, carbon lock- in will be considerable and will lead to 
irreversible and extreme climate change. Climate protection should not be considered as an extra 
burden to the economy, as it prevents major impacts from climate change.  
 
Germany welcomes the Bank's work on clean energy and development. This issue is at the 
core of the World Bank's mandate. Urgent action is needed on most of the elements of the 
proposed investment framework. Promoting access to clean and reliable energy – that is, 
renewable energy – and energy efficiency must be a priority for the Bank. The lack of access to 
modern, efficient and sustainable energy services will not only hamper economic growth but 
impede human development, e.g., in terms of health and mortality. Furthermore, the poor in 
developing countries will suffer most under the impact of climate change. On the one hand, these 
investments refer to a global public good; on the other, there are strong complementarities and 
interdependencies with regard to poverty reduction, as climate change erodes the progress 
towards achieving and sustaining the MDGs (e.g., water availability, food security) in the long 
term. 
 
The current situation in the crude oil market is also undermining our efforts to achieve the 
international development goals. The recent surge in oil prices has a particularly strong impact 
on oil- importing developing countries, as their economies are more oil-dependent. The average 
vulnerability of newly industrialized and developing countries to oil price shocks today is about 
as high as the vulnerability of the industrialized countries in the 1970s and about twice as high as 
their vulnerability today. So it is an essent ial task for the Bank to reduce these countries' 
dependence on oil by means of increased reliance on renewable energy and promotion of 
innovative technologies such as BTL technology (biomass to liquid).  
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Enhanced energy efficiency and the dissemination of renewable energy must be at the 
center of our efforts. However, the economic opportunities involved in renewable energy 
options are undervalued, especially for rural energy supply. The suggested investment 
framework is biased in favor of conventional energy supply technologies. It tends to under-
estimate the applicability of new, clean technologies in developing countries (e.g., Integrated 
Gasification Combined Cycle, IGCC). The paper sends the wrong message by categorizing 
renewables as not yet financially viable. The lock-in effect can only be countered if renewable 
energy is spread more widely. The assumptions on the marketability of these technologies seem 
too pessimistic given the potential discussed at the Renewables 2004 conference. As the 
document's annex shows, the renewable energy industry has not even been included in the 
consultations. 
 
In its further work, the Bank should take account of up-to-date analyses from other in-
stitutions to the greatest possible extent. The assumptions on the cost of avoiding dangerous 
climate change are based on too pessimistic a view of the development of markets for low-
carbon technologies. The World Bank should bring its data up to date by relying on more recent 
models and scenarios so that it can play its role as a pioneer and does not send the wrong signals 
to the private sector or to governments. Climate change and the modernization of the energy 
sector constitute an economic opportunity, not an almost insurmountable problem. The 
International Energy Agency (IEA) will publish a study in May according to which greenhouse 
gas emissions can be reduced to a far greater degree by relying on available technologies and 
developing new technologies. 
 
Germany welcomes stronger involvement by the Bank in the field of investment in 
adaptation to climate change. In that context, there is a need to take into account the efforts 
already under way to gauge the vulnerability of threatened regions as well as to design and 
quantify possible response measures within the framework of the United Nations 
Framework Convention on Climate Change (UNFCCC). Adaptation to climate change and its 
adverse effects is of high priority for all countries – especially for the least developed countries 
and for the small island developing states. Due to widespread poverty, they lack the capacity to 
cope with natural disasters caused by climate change. The Bank should look for options to 
reduce and manage vulnerabilities that have been identified. Germany welcomes the strong focus 
on adaptation and the importance given to innovative risk management tools. In particular, there 
is a need to further develop financial services and insurance-based instruments jointly with the 
private sector.  
 
In choosing and prioritizing its support mechanisms, the World Bank should give special 
attention to possible synergies, especially in the field of bioenergy. Not only can bioenergy 
make an essential contribution towards decentralized energy generation, especially if it is based 
on extensive land management systems such as wood production; it can also improve value 
creation by the rural population, help combat desertification, enhance biodiversity, and 
contribute to the supply of drinking water. All deliberations about clean energy should take into 
account the ongoing discussion on integrating land use, forestry and agriculture and their 
interaction with climate change as well as the potential for emission reductions. 
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The Bank should make proposals on how to integrate clean energy and climate change 
issues into Country Assistance Strategies (CASs). Mainstreaming climate concerns in overall 
investment activities and operational policies of the Bank should be addressed systematically in 
the coming years.  
 
Nuclear energy is neither a clean nor a "no-regret" technology. The people affected by the 
Chernobyl reactor disaster have experienced this first-hand. There are high risks involved in 
nuclear energy, especially the risk of accidental radioactive emissions and the unsolved problem 
of nuclear waste. These risks are particularly difficult to manage in developing countries, due, 
among other things, to specialist staff who are in some cases not sufficiently qualified, the 
absence of a secure supply chain, and the risk of attacks. Moreover, there is the danger of nuclear 
energy being misused for non-peaceful purposes. Due to these severe risks involved, the German 
government does not see any role for the Bank in the nuclear energy sector. 
 
A long-term, stable and predictable regulatory system is needed. However, this has to be an 
integral part of the existing structure. Important elements of a regulatory system already exist 
under UNFCCC and will be further elaborated during the post-2012 negotiations. Thus, the new 
investment framework has to fully reflect the negotiations of the post-2012 process. There is no 
need for a climate process in parallel to UNFCCC and the Kyoto Protocol. All activities should 
focus on establishing a climate regime which includes all parties, industrialized and developing 
countries. 
 
With respect to the proposed new financing instruments, any further development should 
therefore take place within the framework of a strategic review of existing mechanisms and 
with the aim of increasing their efficiency and coherence and avoiding duplication.  
Germany does not support the establishment of new financing instruments that would duplicate 
the work of the GEF. The GEF is the internationally agreed financing mechanism for combating 
climate change and has shown good results. The operativeness of the GEF must be secured by 
the continued commitment of all donors. 
 
Germany expects the Bank to set out an expanded and more concrete work program, with 
a clear indication of costed inputs and expected outputs. The Bank should sys tematically 
review the existing instruments, identify deficits, if any, and come up with proposals for 
improving the efficiency of the various financing instruments. Moreover, the work program 
should give more attention to exploring the opportunities for partnerships with other donors, 
multilateral development banks and the private sector. Germany therefore requests that the 
document be revised accordingly prior to the Annual Meetings.  
 
 

HIPC and debt relief – putting debt relief on a sound long-term basis 
 
Debt cancellation is a means of providing necessary relief to heavily indebted countries. But 
it cannot be a substitute for commitment to reform or for good governance. Strong political 
reforms and positive change are the core element of successful debt relief. We will continue to 
bear this in mind as we implement debt relief for Heavily Indebted Poor Countries (HIPCs) and 
the Multilateral Debt Relief Initiative (MDRI). However, we should not be overzealous as we 
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address individual cases, such as the Republic of the Congo. The HIPC debt relief procedures 
have been successful mainly because they have created clear, universally applicable standards. 
We should not jeopardize their credibility. 
 
A prudent international debt regime must continue to provide for appropriate, country-
specific solutions to situations of overindebtedness. This is why the final expansion of the 
HIPC Initiative to cover another six potentially eligible HIPCs makes sense and is necessary to 
help these countries, too, to permanently break free from the debt trap through tried and tested 
procedures. We are thus formally ending the HIPC Initiative (ring-fencing). However, we should 
not cast aside the experience gained when it comes to putting to use the insights from what has, 
on the whole, been an exemplary debt relief mechanism. The HIPC approach can serve as 
guidance for future debt relief. So we must leave nobody in any doubt that, once they meet the 
criteria for eligibility, the potentially eligible HIPCs will be treated in accordance with HIPC 
standards even after 2006. 
 
Debt relief is a decisive step towards sustainable economic and social development – but it 
can never take a country all the way! By successfully implementing the HIPC Initiative and 
agreeing to implement the MDRI, we took another important step last year towards providing 
relief to heavily indebted poor countries and creating additional scope for development. But 
unless economic momentum is created in the developing countries, their poverty challenges 
cannot be met. Both growth and debt relief are needed in order to ensure long-term debt 
sustainability and to be able to achieve the Millennium Development Goals. 
 
In the interest of credibility, the debt relief that has been promised must not be financed at 
the expense of future assistance. We know now how much multilateral debt relief will cost and 
what forgone reflows we will need to compensate for in the long term. So it is a matter of 
international credibility that we fulfill this political commitment fully and unconditionally. 
Multilateral debt relief must thus not be to the detriment of the financial integrity of the 
International Financial Institutions concerned. Without the compensation of forgone reflows and 
without additionality of debt relief, MDRI would be an empty promise. Germany is firmly 
committed to fully compensating its share in multilateral debt relief to cover the forgone reflows 
of IDA and AfDF (additionality). We are hoping that other shareholders will do the same. 
 
The new possibilities opened up by debt relief will only remain if an excessive accumulation 
of new debt is avoided. In order to ensure that the debt relief effort will be successful, we 
must therefore focus our attention on the future design of development cooperation. So it is 
of vital importance to establish debt sustainability as a key consideration in the future 
commitment of new development resources and to be clear about the kind and volume of future 
assistance. It is my personal conviction that the international donors, and above all the 
International Financial Institutions, share responsibility for preventing new overindebtedness 
caused by imprudent lending or by inadequate risk management. The debt sustainability 
framework and the performance-based allocation of new funds on the basis of debt sustainability 
considerations form an important prerequisite for that.  
 
It is important, in particular, to avoid non-concessional lending to debt-sensitive countries 
in future (free rider problem). Free riders would quickly exhaust the financial scope that has 
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become available through debt relief, thus causing a setback for countries' poverty efforts. So we 
welcome the fact that the IMF and the World Bank are actively participating in monitoring the 
accumulation of new debt. I believe that this aspect is just as important as the monitoring of the 
use of the resources that have been freed up. So far, there has been agreement among us that the 
use of these resources for other than the agreed purposes must be prevented. This also applies to 
potential inappropriate use for new non-concessional borrowings. This is another reason why the 
debate about fiscal space is so important: 
 
 

Making good use of fiscal space 
 
Germany fully supports the main statements contained in the report on Fiscal Space. In 
many developing countries, fiscal policies in the 1980s and 1990s focused very much on the goal 
of stabilization. The financing of investment in infrastructure and in education and health was 
neglected. While stabilization is necessary for economic growth, it is not enough. We have 
pointed this out time and again: in the BMZ paper on the Post-Washington Consensus and in the 
most recent Development Committee meetings. We thank the World Bank for the work it has 
done and support the research program outlined in the paper. This program should be linked 
closely to the work on promoting broad-based economic growth. 
 
In the coming years, the international community will increase ODA considerably. In that 
effort, we must ensure that these additional resources will indeed result in more social 
justice, growth, and increased productivity. This means that it is advisable to invest in public 
infrastructure, something which has been neglected for many years not least due to the mistaken 
belief that the private sector would step into the breach. But other investment, too, has been 
shown to contribute to economic development and competitiveness – particularly investment in 
education and in gender equality in economic and political life. 
 
The identification of priority expenditure is to a large extent country-specific. The rate of 
return on an investment can vary a great deal depending on the country situation. The Bank 
should assess, for individual countries, the impact – if any – of public spending for various 
purposes. This will provide some guidance for governments seeking to improve resource use. 
We strongly endorse the systematic use of Public Expenditure Reviews (PERs) to that end. 
 
What does this mean for focusing donor approaches in terms of specific expenditure 
categories? On the one hand, there is the argument (in the Global Monitoring Report, among 
other things) that donors should provide more financing for recurrent costs. On the other hand it 
is argued (e.g., in the document on Fiscal Space) that, in order to avoid Dutch disease and over-
indebtedness and in order not to complicate internal resource mobilization, donor money should 
mainly be directed to investment financing. At a time at which we are focusing on countries' own 
strategies and the various resources – internal and external – are highly fungible, this is a false 
debate. The most important issue is not what kind of expenditure is financed by development 
cooperation, but the focus of the country programs. It is at this level that we have to make sure 
that there is a strong focus on efficient public as well as private investment.  
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The IMF must be more proactive in helping countries to create the scope for additional 
borrowing to finance productive and cost-effective public investment in a way that is 
consistent with macroeconomic stability and debt sustainability. The IMF should give more 
attention to the current fiscal balance – in addition to the overall balance – to ensure that scope 
for additional borrowing is used to increase public investment and the quality of fiscal 
adjustment. 
 
Also, closer attention has to be given to the financing side of the budget, both in ana lytical 
and operational terms. Until now, many developing countries have relied on expenditure 
reductions rather than on revenue enhancement as the principal means of fiscal adjustment. It is 
worrying that a number of countries have seen a decline in the share of revenue intake in budget 
financing over the relevant period. Unfortunately, the Global Monitoring Report (GMR) neglects 
this issue. We must make sure that external financing does not reduce the incentive for 
governments to improve their revenue mobilization efforts and to combat tax evasion. 
Insufficient domestic revenue mobilization is not only an economic issue but also has socia l and 
political implications: transparent domestic resource mobilization fosters accountability vis-à-vis 
the citizens. 
 
 

Strengthening governance and making headway on the anti-corruption agenda 
 
Germany welcomes the Global Monitoring Report (GMR) and its focus on governance. Un-
fortunately, the GMR does not address the important issue of the division of labor, cooperation 
and coordination between different development agencies. I suggest that this issue be placed at 
the center of the next GMR, focusing on the role of the Bank in the international aid architecture.  
 
We know now that efficient institutions and good governance are decisive for making 
headway on development. Differences between countries are largely due to differences in 
governance. Those countries that have been successful have evolved political processes and 
public-sector institutions which restrain selfish behavior, protect public interest and enforce 
accountability for resource use. 
 
If governance indicators are to be of informative value, they must be sufficiently dif-
ferentiated. For the time being, broad governance indicators will continue to be based mainly on 
largely subjective perceptions. A substantial margin of error in governance assessments will 
remain. This speaks in favor of disaggregated assessment systems that might not allow 
worldwide cross-country comparison, but produce findings and recommendations that can be 
translated into practice. 
 
The transparency initiatives are of outstanding importance. They should be further deep-
ened and broadened and made more binding. Thanks to the Extractive Industries Trans-
parency Initiative (EITI), the debate on the mining sector is the most advanced. (Germany 
supports the Multi-Donor EITI Trust Fund and has contributed €500,000.) It would be desirable 
to broaden such standards to include other sectors as well, such as infrastructure and health. 
Also, we need to make transparency requirements more binding. 
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The industrialized countries, too, must step up their contribution to greater transparency 
and accountability. There are numerous openings for related action, for instance clear 
transparency guidelines for companies listed on the stock market, strict policies on the provision 
of foreign trade guarantees, and increased cooperation on identifying and releasing illegally 
obtained assets and on fighting tax evasion. 
 
Development and the respect and enforcement of human rights are intimately linked.  
Human rights standards are universally accepted standards; all UN member states have made a 
voluntary commitment to implement the human rights treaties they have negotiated and ratified. 
We should align our efforts to assist each other in living up to these commitments. The World 
Bank's policies and practices should constitute an integral part of these concerted efforts.  
 
Anti-corruption is at the heart of the development agenda. Corruption hurts the poor at all 
levels. It raises costs, diverts resources and undermines integrity. Corrupt relations between 
business and government deprive people of essential services, for the benefit of elites. State 
capture leads to grave misallocation and theft of funds on a grand scale. Corruption undermines 
people's confidence in the state and contributes to conflicts. 
 
Ever since Jim Wolfensohn placed this issue on the agenda of the World Bank in 1996, we 
have pursued the anti-corruption agenda with determination. The Bank has since focused 
more on promoting institutional reform in partner countries. This has also made important contri-
butions to the fight against corruption. In the area of public financial management in particular, 
considerable progress has been achieved since. Public administration reform in sectors such as 
local authorities and customs as well as reforms of the judicial and legal systems have also 
helped fight corruption. There is clear evidence that the overall dedication, commitment and 
passion of World Bank staff are beyond question. I want to take this opportunity to reiterate the 
trust that I have in World Bank staff, and express my personal appreciation for all their hard 
work and extraordinary commitment. 
 
German development cooperation boasts a wealth of experience in the field of anti-
corruption and is willing to engage in increased cooperation with the World Bank in these 
areas. Germany currently supports some 70 projects worldwide that are related to the prevention 
and reduction of corruption. We have made the area of "Democracy, Civil Society and Public 
Administration" a priority area of our cooperation with 30 of our partner countries. Between 
2002 and 2004, we increased the volume of related support from €80 million to over 
€220 million. 
 
There is a broad consensus that the anti-corruption agenda must be continued with de -
termination. I therefore welcome the fact that the Bank has taken up the proposal put 
forward by Germany and other shareholders that a comprehensive approach be developed. 
This approach should be based on a clear definition of corruption and on a review of the Bank's 
relevant instruments and policies and should answer the question of whether, and how, these 
instruments and policies need to be adjusted – for instance by ensuring that in allocating 
resources (PBA), account is taken, not only of current indicators, but also of their development 
over time (dynamic assessment). It must be taken into account that corruption cannot be viewed 
in isolation. Corruption is always a symptom of deficits in governmental and societal structures. 
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The various aspects of governance are closely interlinked and, in some cases, mutually 
dependent or mutually reinforcing. Moreover, different societies find different ways to break free 
from clientelism and pursue different paths of governance reform. Accordingly, a broad and 
flexible approach is needed. Development cooperation should foster this process within society. 
 
Although good governance and anti-corruption efforts are primarily the responsibility of 
developing country governments, donors have an important role to play. As donors, we 
must ensure that what we do encourages improvements in governance rather than 
undermining it: by means of closer cooperation amongst each other; by means of enhanced 
transparency and disclosure of relevant data; and by means of ensuring that donor contributions 
are generally made available via partner countries' public budgets. Three areas are of outstanding 
importance with a view to making ODA more effective and eliminating opportunities for mis-
appropriation: 
 
• There is a need for implementing the Paris Declaration consistently: The alignment of 

development contributions with partner countries' policies and procedures not only 
strengthens their ownership but also lays the foundation for improved internal accountability 
and contributes towards the improvement of national systems. This also means that wherever 
country systems meet the requisite minimum standards, donor institutions should accept them. 

 
• We need to abandon the focus of ODA on inputs – such as specific types of health 

expenditure –, which is still widespread. Systematic efforts must be undertaken to further the 
focus on development results. This lays the foundation for enhanced accountability, both at 
the level of institutions and on that of projects and programs. While it is not always easy to 
identify reliable results indicators, positive experience has been gained with results-based 
development cooperation such as the EU Commission's budget support. The World Bank and 
the donor community must address this challenge systematically, for example by means of 
strengthening evaluation capacity in partner countries and by reviewing the way in which the 
Independent Evaluation Group (IEG) operates. 

 
• One important element of the anti-corruption agenda must be the promotion of international 

law and, thus, of the structures underpinning global governance. Global rule of law and joint 
efforts to define legal standards – which, incidentally, should also include the private sector – 
constitute a response to the challenges of globalization. The UN Convention against 
Corruption, which entered into force in December 2005, is the most far-reaching international 
agreement. It commits the international community to taking action against corruption both 
nationally and internationally. It is complemented by the specific anti-corruption conventions 
of the African Union and of the countries of Latin America as well as by the OECD Conven-
tion on Combating Bribery of Foreign Public Officials and the Council of Europe 
conventions. This framework of legislation must be further developed, and implemented 

 
We must continue and increase our efforts to develop a common understanding and an 
operative framework with regard to anti-corruption efforts. Germany advocates a close 
consultative process between the Bank's management and the Executive Board with a view 
to achieving a Bank approach to corruption and its consistent application across Bank 
programs. The related report should be made available before the Annual Meetings. 
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Gender – an effort is needed 
 
Women's empowerment is a key factor for economic and social development. Narrowing 
this down to MDG 3, the way it has been done in the  Global Monitoring Report, or to 
specific social sectors is not an appropriate response to the challenge. We therefore need to 
step up efforts to foster gender equality at all levels and in all sectors, not only in social sectors 
such as health and education. As shown in the OECD Creditor Reporting System study, Aid 
Activities in Support of Gender Equality, 1999-2003, only $3.1 billion out of $17.2 billion of 
reported sector-allocable bilateral aid can be identified as "focused on gender equality." Two 
thirds of this is in the social sectors, especially basic education and basic health. Little is reported 
in the economic, transport, communications and energy infrastructure sectors. We have tended to 
focus on the social sectors, or social protection, rather than seeing women as active players in 
generating pro-poor growth and as partners in decision-making. The Bank's budget should be 
engendered and also reflect specific measures to close the gender gap in all relevant sectors 
without limitation to the social sectors. This is also reflected in a statement by Paul Wolfowitz, 
who said: "Investing in gender equality is smart economics." 
 
Gender mainstreaming must be complemented by other policy-related initiatives. Many 
have recognized that over-reliance on gender mainstreaming as the sole strategy to achieve 
gender equality has not delivered the intended results. In an era of increased focus on country 
programs, budget support and other programmatic approaches, it is essential that the gender issue 
be given greater importance at this level as well.  
 
 

Making the Doha round a success 
 
There are both positive and negative international developments in the trade sector: 
 
Starting with the positive, a number of path-breaking decisions for the benefit of developing 
countries were adopted at the WTO conference in Hong Kong in December 2005: phasing out of 
export subsidies, market access for LDCs, integration of the provisions on improved access to 
generic drugs in the TRIPS Agreement. We also strongly support the agreements on 
strengthening aid for trade: 
 
• It is only with this type of support that numerous developing countries will be able to seize the 

opportunities arising from the opening of markets. However, it is important to note that aid for 
trade, in terms of its real effect, cannot be a substitute for trade liberalization on the part of the 
industrialized countries. Both elements are needed if the Doha round is to be a success. 

 
• Germany supports the ongoing work of the two Geneva task forces – the one on the Integrated 

Framework on Trade-Related Technical Assis tance for LDCs and the WTO Task Force on 
Aid for Trade. At the Annual Meetings, we should discuss implications for the Bank and the 
Fund. 

 
As for the negative side, the Doha round is in jeopardy notwithstanding the positive 
decisions adopted at the Hong Kong WTO conference. The negotiations on the important 
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central issues on agricultural and non-agricultural tariffs have bogged down. Nobody dares take 
the first step to break the gridlock. But all players must realize that they will need to make some 
sort of concession if the Doha round is to result in more than a minimal consensus. I would like 
to appeal to all players to advocate flexible positions in their respective countries so that we may 
succeed in making the Doha round a success after all. An ambitious solution to the cotton issue 
would be an important contribution. We have all committed ourselves to the global partnership 
laid down in MDG 8. If the Doha round were to fail, we would have failed in that goal. 
 


