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Madame State Secretary, Ladies and Gentlemen 

I am very pleased to join you in Berlin today to launch the third OECD Environmental Performance 

Review of Germany. The previous Reviews were prepared in 1993 and 2001. The relatively long 

time that has elapsed since the last Review provides an opportunity to take stock of the results 

that the German government has achieved over the last decade; a decade in which many 

important environmental initiatives were taken.  

I would like to start this presentation by explaining the relationship between this report and two 

other recent OECD publications: the Environmental Outlook to 2050 and the Green Growth 

Strategy.  

The Environmental Outlook to 2050 was published earlier this month, on the occasion of a 

meeting of OECD Environment Ministers. I understand that a national seminar will be organized 

when the German version of the Outlook is available, probably in September. I hope that many of 

you will be able to attend that event. 

The Outlook paints a picture of what a world without policy changes would look like in 2050. It 
foresees:  

 a 50% increase in greenhouse gas emissions, with a disastrous impact on the quality of life 

of people worldwide,  

 a doubling of premature deaths from exposure to particulate air pollution,  

 2.3 billion more people living in severely water-stressed areas, bringing the total to about 

40% of the world‟s population, and  

 a further 10% decline in global terrestrial biodiversity.  
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The costs and consequences of inaction would be colossal, not only in environmental but also in 

economic and human terms. The main message from the Outlook is that changing our model of 

growth and making it green and inclusive is the only credible strategy that we have.  

The OECD Green Growth Strategy was developed at the request of Ministers of Economy and 

Finance Ministers, not Environment Ministers. It provides a diagnostic kit to help policy makers 

identify the policies that are needed to address the key challenges identified in the Outlook. It also 

shows how green growth policies can unlock opportunities for economic growth through various 

channels, while helping to ensure that our natural assets continue to provide critical resources and 

services on which our well-being relies. Let me stress that we consider Green Growth to be a 

practical means for achieving the goals of Sustainable Development, not a replacement for them. 

Coming to the Environmental Performance Review: when OECD Environment Ministers met 

earlier this month, they recognized the importance of sharing policy experiences “so that green 

growth can be grounded in country-specific policy advice.” The Environmental Performance 

Reviews, and other country studies, are an ideal way to facilitate this sharing of experience.   

Peer review is one of the OECD‟s classic working methods. Essentially, all countries are involved 

in reviewing each other, and in providing mutual support to improve policy performance 

individually and collectively. We do this primarily by identifying good policy practices and 

identifying areas for improvement. In addition to environmental review, OECD peer reviews 

extend to economic, energy and other policies.  We work closely with colleagues in other 

Directorates to make sure that we develop consistent messages.   

In the case of this review there has been close co-operation with our Economics Directorate which 

reviews the German economy every two years.  Read this Review alongside the most recent 

Economic Survey and you will find a convergence of analytical frameworks.  This has been an 

important outcome of the organization‟s green growth work and we are encouraging our Member 

Countries to take a similarly coherent approach.  
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In preparing the Environmental Performance Review of Germany, the OECD secretariat worked 

with experts from Austria, Israel and Japan. The OECD Working Party on Environmental 

Performance discussed the report in January 2012, and endorsed the Assessment and 29 

targeted Recommendations. Thus, the Assessment and Recommendations express the views not 

only of the OECD secretariat, but also of OECD Member countries. 

The overall message of the Environmental Performance Review is positive: Germany has 

continued to play a pioneering role in environmental protection and sustainable development. It is 

at the forefront of efforts to develop a new, green growth model, and to unleash innovative 

solutions that can speed the transition to a low-carbon, resource-efficient economy. If any country 

can do this, it is Germany. Moreover, what happens in Germany will also have important 

repercussions for the wider international effort to promote green growth. In this sense, we see 

Germany as an active laboratory of green growth. 

Let me provide you with a few examples of Germany‟s positive achievements in this area: 

 Germany was one of the few OECD countries to reduce greenhouse gas emissions 

absolutely while GDP continued to grow for much of the 2000s.   

 Germany was also one of the few countries that significantly reduced greenhouse gas 

emissions from the transport sector while transport activity increased. 

 Between 1994 and 2010, Germany improved its material resource productivity – GDP per 

unit of material input – by 48%. Various factors underlie this trend, including an effective 

waste management policy involving relatively high levels of waste recovery and recycling. 

 The use of renewable energies has more than tripled over the last decade, and in 2010 was 

the third largest source of electricity. 
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 Strong environmental policies have helped to stimulate environmental innovation and an 

internationally competitive environmental goods and services sector. Depending on 

definitions used, this sector accounted for up to 5% of GDP in 2009, and 1.8 million jobs.   

 Germany has also significantly increased environmental assistance to developing countries, 

and environment now has one of the highest shares of the aid budget among OECD 

countries. This is significant because Germany also has one of the largest aid budgets. 

Of course, as in other countries, major challenges remain: 

 Despite good progress in promoting renewable energy, fossil fuels still account for nearly 

80% of the energy mix, a higher level than in many European countries.  If we are serious 

about containing the extent of climate change, the world needs to be moving towards zero 

net emissions in the second half of this century.  I‟m not sure this is always appreciated by 

people who talk comfortably about „low emissions‟. 

 Secondly, ambient air quality in some German cities exceeds standards established to 

protect human health.  The human health consequences could get worse even if air quality 

doesn‟t:   one of the findings of our recent Outlook is that the ageing of populations in 

OECD countries means the incidence of premature death from air pollution will rise unless 

there are significant further efforts to reduce particulate and ground level ozone.  

 Thirdly, more than 80% of surface water and one-third of groundwater bodies are not 

expected to meet water quality targets by 2015. 

 Finally, most indicators of biodiversity protection show that policy objectives in this area are 

not being met. 

 

Mme State Secretary there is a wealth of material in the Review we are releasing today – far more 

than could be covered in a few remarks from me.  Given these time constraints, I‟d like to confine 

my comments to the subject matter of the two special chapters on environmental innovation and 
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climate change. These issues are at the heart of the green growth agenda and involve difficult 

trade-offs between implementing ambitious policies and keeping compliance costs to a minimum. 

The scale of the environmental challenges we face is so large that we cannot afford expensive 

solutions.  Moreover, policies that are not cost-effective can induce political opposition that can 

undermine efforts to implement ambitious policies. Given this, it is vital that we do all that we can 

to marry ambition and cost effectiveness. 

 

Renewable energy has been in the vanguard of environmental innovation and the development of 

Germany‟s environmental goods and services industry. Whilst a mix of different instruments has 

been used, ambitious targets and the use of feed-in tariffs have been critical. Some of the most 

important features of the design of the feed-in-tariff system are: ensuring that renewable energy 

producers have guaranteed access to the electricity grid at a guaranteed price; passing the costs 

on to consumers, thereby ensuring that the public budget is not subject to undue strain; and the 

stability of the system and the predictability of the price signal.  

Despite its success, there has been heated debate about the costs borne by German electricity 

users. Moreover, the system was put to a severe test when there was a massive increase in solar 

photovoltaic installations, largely driven by a decrease in the cost of Chinese manufactured 

photovoltaic panels. This prompted discussion about exceptional revisions of feed-in-tariffs, and 

claims that current arrangements were putting German firms out of business and primarily 

benefitting Chinese PV manufacturers. 

I would like to make two comments about these developments. 

First, regarding costs: The feed-in-tariff system has undoubtedly been a critical factor in the 

success of German renewable energy policy. However, establishing an appropriate tariff is 

becoming increasingly difficult in this fast moving, dynamic sector due to the information 

asymmetries between the industry and the government, and the market power exerted by different 

parts of the sector. As the renewable market is scaled up, the risks of higher-than-necessary 
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tariffs will increase. In the report, we have identified several possible alternative approaches that 

could relieve the pressure on the regulator and introduce greater flexibility into the system; for 

example, reverse auctions, and linking the feed-in-tariff to a basket of energy carriers rather than 

just electricity. These may or may not be better approaches. Designing support schemes is 

extremely difficult, and the devil is often in the detail.  However, we think it is worth raising the 

question of whether the feed-in-tariff system, as presently designed, is still the best instrument for 

achieving ambitious renewables policy objectives in the most cost-effective way. The answer may 

still be “yes”, but it is beneficial to question our basic assumptions from time to time. 

Second, we should not be surprised that developments in the renewables sector generate winners 

and losers. As the eminent  Austrian  economist Joseph Schumpeter wrote in 1942, innovation at 

the heart of the economy drives waves of “creative destruction.” We cannot assume that the 

penetration of new renewable energy technologies (or any other new technologies) will be smooth 

and painless. From a global perspective, we should be pleased to see the price of PV equipment 

falling, and renewable energies increasingly able to produce energy at prices that are competitive 

with fossil fuels. The challenge for Germany and other OECD countries is to stay ahead of the 

technological game. A recent World Bank report suggests that this is indeed the case. It suggests 

that Chinese producers are concentrated in the downstream, labour-intensive segments of the PV 

panel supply chain, while companies from Germany and other OECD countries dominate the 

higher value-added segments. 

Turning to climate change: in many respects, Germany‟s climate mitigation policy is exemplary. 

There has been strong bipartisan support for ambitious policy objectives. A mix of regulatory and 

market-based instruments have been applied and periodically adjusted to keep on track to 

achieve targets. As a result, Germany has exceeded its Kyoto target of reducing greenhouse gas 

emissions by 21% on 1990 levels by 2008-12. 

 

Germany has now gone beyond EU requirements and has unilaterally pledged to reduce GHG 

emissions by 40% by 2020. This level of ambition is in line with achieving broader international 
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goals such as restricting the increase in the global temperature to 2°C above pre-industrial levels. 

However, economic recovery and phasing-out nuclear power will require an acceleration in 

emissions reduction efforts, and reinforces the need to implement cost-effective approaches. The 

Environmental Performance Review makes a number of suggestions in this regard, including: 

 Reinforcing efforts to reform subsidies for fossil fuels, and phase out energy tax 

exemptions that are not needed to avoid double taxation or pricing 

 Reducing perverse incentives that encourage car use by revising the tax treatment of 

company cars and the commuting allowance. For example, commuters can claim income 

tax deductions on the basis of distance travelled which encourages workers to live further 

away from their workplace. This subsidy was estimated as equivalent to EUR 4.35 billion in 

2008, and to account for 2 million tonnes of CO₂ emissions by 2015. 

 Strengthening efforts to overcome barriers to energy efficiency. Some estimates suggest 

that German industry could achieve additional annual savings of up to EUR 10 billion 

through investment in energy efficiency. There is also scope to improve the energy 

efficiency of the housing stock, but an important barrier here is the large volume of rented 

accommodation which accounts for 40% of housing in Germany 

 Contributing to discussions in the EU on how to maintain an effective carbon price in the 

EU ETS in line with medium- and long-term EU emission reduction targets. 

 Giving consideration to introducing a carbon tax in the sectors not covered by the EU 

Emissions Trading System, and provide a more consistent carbon price signal across the 

economy. 

 

Regarding the EU Emissions Trading System, the progressive introduction of auctioning and 

tightening the overall cap should enhance its effectiveness in the next trading period. However, 

the interaction between domestic measures and the EU ETS needs to be carefully managed. 

Applying additional measures to the sectors covered by the EU ETS, especially in a big country 

like Germany, may simply depress the price of allowances in the ETS leading to increased 

emissions in other countries not subject to such strict additional measures.  The only guaranteed 
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way of „sterilizing‟ such an effect would be to buy and cancel units.  Naturally it would be much 

better to persuade all EU partners to tighten the cap. 

 

Madame Secretary of State: Let me stop there. I am very interested to hear your reaction to the 

report, as well as those of other speakers.  

 

In concluding, I would like to thank you personally, and the German authorities more generally, for 

all the support you have provided to us in preparing the Review. We hope that it, will provide 

further support for the considerable efforts you have already taken to improve the quality of your 

environment and the lives of your citizens. Above all, I hope it provides you with further 

encouragement to continue to play a pioneering and innovative role in environmental policy: the 

world needs it! 

 

Thank you for your attention. 

 


