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NGO CODES OF CONDUCT:
MONITORED SELF-REGULATION?

Introduction.

This paper looks at self regulation in the world of international NGOs. It is based on a
review of the code of conduct — labelled an ‘Accountability Charter’ signed in June
2006 by the heads of eleven international NGOs.' The paper sets out the criteria for
evaluating a self-regulatory code and then assesses the key features of the code
against the criteria.

The evaluation suggests that the code does not yet provide third parties, such as
businesses and official bodies, with the kind of assurances they are looking for in
terms of NGO conduct. The paper therefore goes on to look at what is termed
‘monitored self-regulation’ - a form of co-regulation that aims at a higher level of
credibility compared to pure self regulation. It suggests in respect of NGOs funded by
the EU that an independent EU agency could monitor standards of behaviour.

Background.

The power and influence of NGOs in national settings, in supra-national bodies such
as the EU and in international negotiations has given rise in recent years to an interest
in how NGOs fit within democratic processes, including regulatory processes, and the
basis of their legitimacy and their accountability. It has become accepted that their
self-proclaimed role as the voice of ‘civil society’ is not sufficient to answer these
questions and that other approaches are necessary.”

Foremost among these approaches is the attraction of relating NGO behaviour to self-
regulatory ‘codes of conduct’. The appeal of codes is that they tie in with the
voluntary nature of NGOs, can provide standards of behaviour that relate to other
relevant norms accepted in democratic societies and can provide a basis for NGO
accountability. >

One important question about self-regulatory codes such as the Accountability
Charter concerns the motivation. They can be interpreted as defensive moves to pre-

! The eleven are:ActionAid International, Amnesty international, CIVICUS World alliance for citizen
Participation, Consumers International, Greenpeace International, Oxfam International, International
Save the Children Alliance, Survival International, International Federation Terre des Hommes,
Transparency International and World YWCA.

2 A recent paper on the subject notes,” Issues of civil society legitimacy and accountability have
emerged as particularly important in the last five years..”. Jagadananda & L David Brown. March 2006.
‘Civil Society Legitimacy and Accountability; Issues and Challenges’. Hauser Center for Nonprofit
Organizations. Harvard University.

3 See Frank Vibert, ‘International NGOs: An International Code of Conduct. European Policy Forum.
March 2006.



empt statutory regulation.* A relevant background factor for NGOs may have been
provided by the special recommendations of the FATF about the use of NGOs as
money laundering devices or terrorist front organisations.> However, in this case a
wider variety of considerations not related to fears of statutory regulation seem to be
more important.

First there is a desire of those NGOs involved to protect and enhance their own
reputation. Many businesses have found their reputations damaged by attacks from
NGOs and this risk is not a one-way risk. In recent years NGOs have themselves
come under criticism and generally face a more questioning environment. In recent
years NGOs have enjoyed a so-called ‘trust premium’ but this is something that can
be lost.® Secondly, NGOs are often advocates of codes of good behaviour by others —
for example in the areas of transparency and corporate social responsibility.
Consistency suggests that they should live by analogous standards appropriate to their
own activities. Thirdly, NGOs face the spill-over effects of codes of best practice
that influence the conduct of those partners they deal with. Particularly important in
this context are the codes of best practice adopted by many governments around the
world on regulatory best practice and new corporate governance standards effecting
business. NGOs deal with both governments and business and cannot be immune
from these same standards. Fourthly, an important part of NGO activity involves
calling others to account and thus NGOs must observe their own high standards.®
Finally, most large NGOs are now run by professional managers. These managers
themselves also wish to be judged by high standards.

The main principles in the Accountability Charter are summarised in Annex 1.

Criteria for Evaluating Codes of Conduct as Instruments of
Accountability.

NGOs derive their legitimacy from the norms of freedom of association and freedom
of expression that underlie democratic societies. Accountability is a concept closely
related to that of legitimacy but is not the same. Accountability concerns the manner
in which NGOs carry out their activities.

* Adrienne Héritier & Sandra Eckert argue in New Modes of Governance in the Shadow of Hierarchy:
Self Regulation by Industry in Europe (Journal of Public Policy 2007 forthcoming) that self regulation
in industry is more likely to emerge under the threat of legislation.

> FATF special recommendation VIII.
® See The Operation of Non-Governmental Organizations (NGOs) in a World of Corporate and Other

Codes of Conduct. Nelson, Jane. 2007. Corporate Social Responsibility Initiative, Working Paper
no.34. Cambridge. MA. John F Kennedy School of Government. Harvard University.

7 For example, The One World Trust has developed an ‘accountability’ scoring system that applies
across the board to NGOs and to international businesses and organisations. See, Monica Blagescu &
Robert Lloyd, 2006 Global Accountability Report. One World Trust, London.

¥ For a discussion of accountability from this perspective see, Rights, Resources and the Politics of
Accountability ed Newell, Peter & Wheeler, Joanna. (2006) Zed books. London.



Defining ‘Accountability’.
There are three classic dimensions to ‘accountability’.’ Each is directly relevant to the
ways in which NGOs can be held accountable.

e One dimension of accountability is ‘answerability’. It needs to be clear to
whom (and/or to what) the particular actor is answerable.

e A second is the importance of bodies to operate under well-defined terms of
reference so that outside observers can see that they are operating within their
set responsibilities.

e A third aspect concerns ‘sanction’. Some mechanism is needed to encourage
or ensure compliance if the body being held accountable oversteps the bounds
of its terms of reference or refuses to answer for its actions.

A summary comparison with two alternative sets of accountability criteria is included
in Annex 2. Neither of the alternatives is convincing and both tend to confuse criteria
for legitimacy with criteria for accountability."’

The Role of Codes.

Codes of conduct are potentially important instruments for accountability because
they signal to other actors the procedural standards that a particular set of actors
pledges to observe. They can respond to each of the three dimensions of
accountability. They can answer third party questions about to whom the signatories
consider themselves answerable, about the way in which they define their terms of
reference and they can contain provisions that encourage compliance with the terms
of the code.

Codes of conduct serve an important purpose in respect of third parties and they also
serve an important purpose for the signatories to a code themselves. Codes can
provide a form of voluntary self-discipline and a form of mutual oversight within a
group. They involve a pre-commitment to good behaviour even in circumstances
where there may be temptations to other types of behaviour. The popular metaphor is
of Ulysses bound to the mast in order to resist the temptations of the sirens.

Evaluating Codes.

The self-enforcement of codes of behaviour is a desirable quality because it
economises on other mechanisms of enforcement including the costs of recourse to
the law. However, while the fear associated with statutory regulation is the abuse of
regulatory powers, the generic weakness of any voluntary code revolves around
failure to act. The concern about voluntary self-regulation is that the behavioural
provisions of any code will be weak in content and will not be lived up to or

? These three dimensions of accountability are discussed in Frank Vibert, ‘The Rise of the Unelected’.
Cambridge University Press. 2007.

' It has been suggested that the standard to which NGOs should be held is that of ¢ democratic
accountability’ that takes into account power structures and the relative power positions of actors and
means that NGOs should be accountable to those they affect who have less power. (See Jem Blendel,
‘Debating NGO Accountability’ UN Non-governmental Liaison. Aug 2006. Geneva). However the
classic framework already takes the relative strengths and weaknesses of different actors into account
and is intended to protect the weakest players as well as to hold the strongest players to account.

" Other attempts to set up definitions of accountability particular to NGOs can be found in ‘NGO
Accountability: Politics, Principles and Innovations’ ed. Jordan, Lisa & Van Tuijl, Peter. (2006).
Earthscan. London. These attempts also have serious shortcomings.



enforced.'? The members setting up a code may be more concerned with image and
window dressing than observance and self regulation run by members of a group
themselves is often seen as weak on enforcement. The fear is that voluntary pre-
commitments will not be observed if ever there were to arise a conflict of interest or
strong temptation to break the commitment. Therefore, in order to judge the contents
of a code of conduct, third parties will look particularly at the possibility that the
parties to a code will fail to act according to its provisions because the provisions
themselves will be too general to be effective and because incentives to observe the
code will be weak or missing.

There are two main approaches to assessing fears about the potential weaknesses of a
voluntary code and failure to act.

The first approach is embodied in the concept of ‘credible commitment’. It asks the
question as to whether the provisions of the code suggest that the signatories are
committed to act in a credible way. This is essentially the approach of economists and
games theorists. Third parties can save on transactions costs and information costs if
they can count on the signatories to a code being fully committed to appropriate
provisions about behaviour and acting according to them. In addition, if each party
can rely on the other to live up to the rules of the game, the chances of a cooperative
outcome are raised.

The second approach is that of ‘reasonable reliance’. This perspective, that of
lawyers, asks whether the form and content of an undertaking is such that a third party
can reasonably rely on the parties to the undertaking acting according to its provisions
which must themselves offer the right kind of assurances about behaviour.

These two perspectives complement each other. The perspective of the economist or
games theorist is somewhat wider than that embodied in the concept of ‘reasonable
reliance’ because it looks at form and content in terms of incentives to behave,
behaviour anterior to an undertaking and whether the provisions are likely to
encourage cooperative outcomes.

The basic question about the Accountability Charter is whether its provisions relating
to answerability, terms of reference and compliance, offer to third parties, such as
international organisations, government bodies or businesses, the necessary assurance
that the signatories have indeed made a ‘credible commitment’ to act or have given an
undertaking to act on which others can ‘reasonably rely’. Key provisions in each of
these areas are examined below.

Answerability.

In addressing the question of to whom the signatories are answerable the
Accountability Charter contains three important statements. The first is about the
responsibility towards ‘stakeholders’; the second relates to sources of funding and the
third involves an important statement of principle relating to their ‘independence’.

12 See the distinction in Cafaggi, Fabrizio (2006) ‘Rethinking Private Regulation in the European
Regulatory Space’, in Reframing Self-Regulation in European Private Law. Kluwer Law International.
pp 3-75.



Stakeholders.

The term ‘stakeholders’ is often used to define those interests and parties to whom a
principal is in someway responsible or answerable. A business is answerable in the
first instance to its shareholders and in a different way to a wider group of interests
including its customers.

The Accountability Charter defines NGO ‘stakeholders’ to include, amongst others,
‘peoples, including future generations whose rights we seek to protect and advance’,
‘ecosystems’, ‘members and supporters’ and ‘the general public’.

There are two difficulties with this kind of definition when it is used in the context of
accountability. First, it is so broad as to give NGOs complete latitude in how to
interpret it. Secondly, it does not set out the priorities in the relationships.

The first kind of problem may be clarified as different NGOs develop their own sub
set of standards suited to their own activities under the general Charter. The second
issue is illustrated by a case that arose recently in connection with a British NGO (not
a Charter signatory) — World Vision — involved in child poverty alleviation. In this
case one of their supporters providing sponsorship money for a child in an African
country wished to send the child a photograph showing the sponsor in his days of
military service with his African regiment. World Vision refused the request on the
grounds that their prime responsibility was to the child and that, given the level of
violence in Africa associated with uniformed soldiers, passing on the photograph
would be insensitive and possibly damaging to the child."

The issue is not whether World Vision was right or wrong to upset their supporter, the
child’s sponsor, by refusing his request. The issue is that stakeholder relationships
require to be defined more clearly. For example, Action Aid, one of the signatories to
the Accountability Charter, makes clear that its first priority is to those it aims to
assist. Potential funders and supporters can then take this into account in deciding
whether or not to support it.

One way of viewing the misunderstanding in the particular example given above is
that the contributor had seen himself as the principal and the NGO as his agent, while
the NGO saw itself as having a fiduciary responsibility to the beneficiary (the child).
From this perspective there are two dangers involved for third parties. First, loose
formulations about ‘stakeholders’ such as contained in the Charter may obscure
relationships rather than pinpoint questions about answerability. Secondly, in so far as
the NGO places itself in a fiduciary role and itself interprets what is in the best
interest of the beneficiary, third parties need further information about the standards
being applied. Stakeholder language by itself is not sufficient to ensure accountability.

Funding Disclosure.

Disclosure of funding sources serves two important purposes. First, disclosure is
necessary for judgements to be made about the underlying financial condition of an
NGO - for example the degree to which it can rely on mass support from large
numbers of small supporters or conversely depends on a few backers. Secondly, the
funding pattern is relevant to answerability. This is because funding may be relevant
to who is calling the shots in an organisation or able to exercise influence or control

13 Source: Daily Telegraph Aug 22 2006.



over it. It may also be relevant to the broader claims of some NGOs to be in some
way ‘representative’ or representing ‘civil society’.

The Accountability Charter commits signatory organisations to describe their main
sources of funding ‘from corporations, foundations, governments, and individuals’.
At the same time it offers anonymity to donors ‘except in cases where the size of their
donation is such that it might be relevant to our independence’.

This provision on funding in the Charter seems to satisfy the minimum requirement
enabling third parties to form a judgement about sources of funding that may be
relevant to the question of to whom an NGO is answerable. At the same time the
provision may not provide a full picture.

Consumers International illustrates the importance of disclosure. According to a
recent annual report (2004) it is 75% funded by governments and international
organisations, including the EU, and about a quarter of its members are government
bodies. Its dependence on official funding suggests that while it may act on behalf of
consumer interests the question of whom it represents is less clear. The organisation
itself positions itself as representing organisations and groups, avoiding claims about
representing consumers directly.

Independence.

The provisions of the Accountability Charter relating to sources of funding and to
‘stakeholders’ provide third parties with partial answers to questions about to whom
the signatories regard themselves as answerable. There is however one operating
principle in the Charter that is of a rather different type - a commitment to
‘independence’. This commitment is framed in the following terms, ‘We aim to be
both politically and financially independent. Our governance programmes and
policies will be non-partisan, independent of specific governments, political parties
and the business sector’.

There are two major shortcomings with this statement. The first shortcoming is that it
confuses the independence of NGOs to choose the substantive issues on which they
work, campaign and raise money for, with the procedures they follow in carrying out
their activities where they cannot be regarded as independent actors.

The Accountability Charter qualifies its statement on independence with a more
realistic statement on working with others — We work with others organisations
where this is the best way to advance our individual missions’. Unfortunately, this
statement presents relationships with others as though they are entirely opportunistic,
one-way relationships and without any obligations as to how they are carried out. The
purposes of a code is to offer the other actors involved in relationships with NGOs
assurances about reliable conduct - not unilateral declarations of opportunism.'*

The second shortcoming is that the statements in the Charter misrepresent the
operational environment in which large NGOs work and aim to influence public

' The Charter does contain a statement about partnership in the context of the local delivery of
effective programmes. That however is a narrow context.



policy. "> While NGOs value their ability to freely criticise governments, official
institutions and businesses on the substance of policy issues, by contrast, as a
procedural matter they often act in conjunction with them. Procedurally, the world of
NGO influence is a world of coalition-building where businesses and governments
and NGOs often combine together to achieve their purposes. NGOs turn to official
bodies for access to policy makers and sometimes for funding and, in turn, official
bodies use NGOs to help deliver policy or services or to help influence a climate of
opinion on policy matters. In practice therefore the statement of NGO independence
from government, business and other actors does not accurately characterise the
relationship.

The interrelationship between NGOs and the world of officialdom is well illustrated
by the EU. The Commission organises about 130 official consultative groups to
advise on policy. Around half of these have NGOs among their membership and some
committees are specifically established to tap NGO views. Similarly, while NGOs are
often fierce critics of business they also enter into partnerships with business. For
example, among the signatories to the charter Save the Children International has
important partnership arrangements with the business sector (Boston Consulting
Group and KPMG).

Neither, as already mentioned, can NGOs always claim independence in respect of
their funding sources. The example from among the signatories to the Accountability
Charter provided by Consumers International has already been citied. Another
example from among the signatories is IFTDF that draws about one quarter of its
funding from official sources. Even CIVICUS whose mission is ‘to strengthen citizen
action and civil society throughout the world” draws a proportion of its support from
official sources.

NGOs not only operate in a world of interdependence with other actors rather than
independence, they also operate in a rule based world. Within a context of democratic
market economies rules and standards of behaviour, whether codified or not, are not
an optional extra. Democratic standards of government require participants in the
political process to observe certain rules of conduct. The standards of participatory
democracy require transparency and due process; the standards of deliberative
democracy require respect for evidence in policy making and reasoned advocacy.

The market economy also operates on the basis of rules. On the substance of market
rules NGOs may often hold inconsistent attitudes. For example, they may campaign
for property rights in one area and campaign against them in another - such as in
respect of intellectual property rights in the area of pharmaceuticals. However, in
general, NGOs benefit from market rules in their own activities, through for example,
enforceable contracts. They may also insist on the enforcement of market rules in
some areas and advocate new market rules in other areas such as corporate social
responsibility. For example, enforceable property rights are central to Survival
International’s work on behalf of tribal peoples. Similarly, OXFAM’s dispute with
Starbucks about the price differential between what is paid to Ethiopian coffee

15 See Sebastiaan Princen, ‘Advocacy Coalitions and the Internationalisation of Public Health Policies’,
in Journal of Public Policy Vol.27, part 1 Jan 2007.



growers and the retail price is also hinging on whether property rights in the form of
trademarks could provide a different approach to pricing.'®

The statement on ‘independence’ in the Accountability Charter is damaging as it is
presented because it appears to downplay the importance of real world relationships
and the rules by which others play.'” It can therefore be interpreted as an escape
clause throwing doubt on whether the signatories are fully committed to the
provisions of the code.

Terms of reference

The terms of reference of an organisation are an important component of
accountability because they enable third parties to know what the aims and functions
of an organisation are, to judge how reliable their behaviour is in pursuit of those aims
and to assess the possibilities of a cooperative relationship. The NGO itself, will for
its own reasons, related to gathering support, demonstrating the worth of what it is
doing, motivating and giving direction to its own staff, also wish to specify its terms
of reference clearly and to keep within them.

Statements of objectives may be contained within the articles of incorporation of the
NGO. Often however such statements are very general and may not give adequate
guidance either to third parties or to the organisation itself. More probably, the
organisation and third parties will rely on less formal documents. In the context of
NGO behaviour three aspects are key. First the importance of mission statements;
secondly the treatment of advocacy and thirdly the way in which value statements
about what an NGO ‘stands for’ are handled.

Mission Statements.

The Accountability Charter makes a commitment to ‘a clear mission, organisational
structure and decision-making processes’ and ‘acting in accordance with stated
values and agreed procedures’. This statement possibly underplays the importance to
any NGO having a comprehensive mission statement sufficient for an outside
observer to know what the principle activities of it are as well as to provide internal
guidance. Two recent cases illustrate the practical issues involved.

In one case in 2006 involving an affiliate to one of the signatory organisations to the
Charter, OXFAM UK’s director of Campaigns and Policy mounted a vigorous attack
on the foreign policy of the British government and an alleged ‘one sided policy on
the current Middle East crisis’ and ‘a one sided view of “terrorism” and the “war on
terror”.'® Questions were subsequently raised in the press asserting that he was
abusing his position by using his OXFAM position to press private political views.
The question is not about the substance of the OXFAM official’s views but about the
conformity of a highly charged political statement with OXFAM’s mission statement.

In another case, a British NGO (not a signatory to the Charter) War on Want, is under

16 See the Times, Nov.27, 2006.

' NGOs are able to take advantage of the rules that need to be observed by others in their own
behaviour. For example Greenpeace won an important legal decision in respect of a failure to observe
due process by a UK government department in respect of a government policy in favour of the
construction of new nuclear power plants. See The Times. Feb. 16. 2007.

'8 See letter to the Financial Times. Aug 4. 2006.



investigation by the Charity Commissioners for allegedly engaging in political
campaigns out of line with its charitable status.

Advocacy and Evidence.

A much more difficult aspect of the terms of reference of NGOs concerns their role as
advocates of a cause. Many NGOs see their principle task as one of advocacy — trying
to raise the salience of a particular topic in the eyes of governments and with public
opinion. However, public policy formation typically involves two elements — a
normative judgement and factual or empirical evidence. Throughout the democratic
world there has in recent years been a shift towards evidence based governance and
governments are increasingly concerned that public policies, particularly regulatory
policies, should be evidence based.

The intent of the Accountability Charter is to enable NGOs to play the role both of
advocate and provider of evidence for policy change. This reflects the mission of its
signatories. For example, OXFAM International combines advocacy and research in
the same article setting out its objectives in its constitution. (Art.5). When Save the
Children International claims, ‘a strong impartial voice’" it implies that it can back up
its campaigning for children with evidence.

In order to facilitate this kind of dual role the Charter gives a commitment to
responsible advocacy involving clear processes for adopting public positions and, in
addition, the Charter also calls for accuracy of information. This involves adherence
to ‘generally-accepted standards of technical accuracy and honesty in presenting and
interpreting data and research, using and referencing independent research’.

The combination of evidence and advocacy is a more difficult one than the Charter
seems to recognise. First, if NGOs wish to combine an advocacy role with an
evidence based role they need to distinguish between empirically or scientifically
based advocacy and advocacy based on ethical or normative grounds. This is not a
distinction made in the Accountability Charter nor is it a distinction readily apparent
in the reports of some of its signatories. Save the Children International claims,
‘We.....lobby for policy changes, based on our research and experience of working
with children’*®. However it offers no examples of its research to support this
assertion.

Secondly, for some NGOs there is a strong link between advocacy and campaigning
with their need to attract and motivate supporters. The relationship is illustrated by
Greenpeace, well known for the stridency of its campaigns (‘Iceland has blood on its
hands’).?' About 25% of its total income is absorbed by fundraising.* This can lead
such NGOs to overstep the bounds of the evidence. In this context Greenpeace
International acknowledges that its position against nuclear power (‘end the nuclear
age’) and against GMOs (‘say ‘no’ to genetic engineering’) has led to accusations that
it is “anti science’ and tries to counter this impression with its Science Unit at Exeter
University.

' Annual Report. 2005. p7.

2 Annual Report 2005 p18.

*! Greenpeace International, news Nov.23 2006.
22006 Annual Report. Oct. 25. 2006. p26.



The crux of the issue is that evidence based governance involves following certain
principles of investigation and information gathering involving a distinction between
the empirical and the normative as well as following procedures such as submitting
findings to external review. Advocacy sets up incentives to blur these principles and
procedures. The potential conflict of interest between advocacy and evidence needs to
be recognised and addressed in any NGO code of behaviour.

Higher Order Values.

It is an important part of defining the terms of reference of NGOs that they make clear
the values they stand for. Many are organised precisely to campaign for values that in
the organisers’ view have been neglected or not given a proper social priority.

The Accountability Charter contains several statements about values. For example it
states, among other provisions, that in addition to freedom of speech and association,
‘Our right to act is based......on the values we seek to promote’. It also states, ‘Our
first responsibility is to achieve our stated mission effectively and transparently
consistent with our values’.

The difficulty with these statements in the context of accountability is that they
suggest that the organisations might subordinate procedural values about the way they
conduct their activities to the substantive values they support.”> The values they stand
for may indeed be good and important but they will often be contested. From the
perspective of third parties it is how NGOs behave in promoting the values they
espouse that is important. The references to the substantive values NGOs pursue may
thus be held to weaken or to qualify their adherence to the procedural values relevant
to accountability.

Sanction.

The final element in the classical explanation of accountability concerns sanction or
the need for incentives that promote good behaviour or deter bad behaviour. Sanction
can take a number of different forms. In its strongest form it involves a system of
externally imposed penalties. But there are weaker forms that can be effective and
may be more appropriate. The need to disclose information about activities and
organisation is one form of discipline. A need to monitor and evaluate activities is
another. Since the world of NGOs is a world based on voluntary effort there is much
to be said for avoiding a penalty based system for sanctioning breaches in good
behaviour. The Accountability Charter states that it is a voluntary charter. This places
more focus on disclosure, monitoring and evaluation.

Disclosure.

Disclosure is an important form of self discipline because it exposes an organisation
to outside questioning and possibly to criticism. The Accountability Charter contains
a list of annual reporting requirements for signatories including how they comply with
the Charter itself. It is not just limited to mission statements and sources and uses of

3 Peruzzotti tries to distinguish the position of NGOs in the accountability framework from other
actors such as pressure groups on the grounds that they are ‘value-driven’ organizations. In the context
of a democratic contest for ideas this is not a distinguishing feature. See, Peruzzotti, Enrique, ‘Civil
Society, Representation and Accountability’, in NGO Accountability ed Jordan & Van Tuijl op.cit.
pp43-58.



funding but also includes reports on the outcome of activities. Taken together the
provisions, if observed, should enable outside parties to get a general picture of an
NGO, its aims, financial condition and how it operates.

Monitoring

Among the many lessons from the ENRON case was the importance of gatekeepers —
those auditors, non executive directors and lawyers with a special responsibility for
monitoring and maintaining the integrity of the company’s operations. The
Accountability Charter recognises their role and importance. The signatories to the
Charter commit themselves to an independent annual audit, to a governing board that
measures performance and to enabling staff to draw management’s attention to
activities that may not comply with the organisation’s mission.

It nevertheless seems doubtful whether the formulation provides the necessary
minimum gatekeeping arrangements. The shortcoming is in the apparent lack of
provisions to ensure the independence of the gatekeepers. For example, Greenpeace
International has ‘trustees’ appointed by national and regional office boards that in
turn elect the international board. The seven member international board is
responsible, among other duties, for approving the start of new campaigns and for
appointing and supervising the International Executive Director. This means in effect
that there appears to be no independent body of Trustees or independent non
executive directors to monitor internally appointed activists. Similarly, the nine
person International Executive Board of another signatory to the Charter, Amnesty
International, is currently composed entirely of insiders.*

Evaluation.

Evaluation is about lesson learning from past activities and has to be sharply
distinguished from penalising those who might have been responsible for a particular
activity that did not deliver the promised results. A system of evaluation that is
penalty based is more likely to cover up what really happened rather than to reveal the
lessons that need to be learnt. A lesson learning focus to evaluation still provides a
form of discipline.

At the same time, there are very few examples of successful institutionalised systems
of lesson learning. The main difficulties are in measuring what would have happened
in the absence of an intervention and the difficulty in getting all those who need to
learn the lessons to become involved in the evaluation exercise. Other incentives, such
as the desire to focus on what is new and upcoming rather than on the past, often
prevail. It is also difficult to balance the virtues of self assessment against the merits
of independent external review.

In the area of performance measurement certain of the signatories may well be ahead
in their practices. For example Action Aid has its own accountability system geared to
performance measurement. This may be an exception. By contrast the latest annual
report of Save the Children International contains no reference to structures for

** A recent sample of 34 US consumer advocacy organisations revealed that only 29% provided that
members or contributors could vote on the membership of the board suggesting a self-perpetuating and
insider culture. See Weidenbaum, Murray ‘Who Will Guard the Guardians? The Social Responsibility
of NGOs. Weidenbaum Center on the Economy, Government and Public Policy. Washington
University St Louis. June 2007.



performance audit and evaluation. Given the importance of evaluation as an
alternative to a penalty based system of sanction, third parties are likely to see the
need for a much greater emphasis on it than the Charter provides.

Strengthening the Credibility of Codes.

The Credibility of the Accountability Charter.

In order to provide an overall assessment of the Accountability Charter the table
below lists the elements of accountability discussed above and gives a score to the
way in which each is treated in the Charter. The scoring is based on a system where
three represents all that a third party could wish for in the way of assurances or
commitment and where zero represents a lack of third party assurance.

Measure. Score.
Answerability
Defining stakeholders. 1
Declaring Sources of funding 2
Recognition of interdependence. 0

Terms of Reference.
Complete Mission statements.
Basis of Advocacy.
Procedural Values.

Sanction.
Disclosure.
Monitoring and Gate Keeping. 1
Independent Evaluation. 1

These scores should not be taken too literally. What the evaluation above suggests is
that, at this early stage, the form, the incentives, content and arrangements of the
Accountability Charter have too many uncertainties and gaps to allow third parties to
regard the agreement as a credible commitment or as an agreement on which they can
reasonably rely. It is a welcome development as far as it goes, but third parties will
require further assurances about its practical implementation and proof of how it
actually works before it will achieve credibility.

‘Monitored Self-Regulation’.

In looking at how the credibility of such codes can be improved, as mentioned above,
there is much to be said in favour of avoiding an over-reliance on penalties. Penalties
are appropriate in the case of criminal misuse or terrorist use of funds or for
negligence but an approach that emphasises penalties risks damaging the voluntarism
of NGOs and acting as a deterrent to their activities. From this perspective the focus
should be on disclosure, monitoring and evaluation. What is termed ‘monitored self-
regulation’ is being tried in a number of contexts, in the EU in the case of clearing and
settlements and internationally in the case of rating agencies. The discussion below
looks briefly at how a system of monitoring might be set up in the context of NGOs.
The aim of monitoring would be to see whether the standards being set in NGO codes
are appropriately specified and to observe how their actual application works.



Options for monitoring.

There are three main options for monitoring the activities of international NGOs
against the standards offered by any code of conduct. The first is for self-monitoring
in the context of self regulation. The second is for statutory regulation and monitoring
by national authorities. The British Charity Commissioners provides an example in
respect of charities. The third option, relevant to international NGOs, is for an
international organisation to undertake an oversight role as a form of co-regulation.

Self-monitoring as part of self-regulation has the great advantage of being in line with
the voluntary nature of NGOs. It has the disadvantage, analysed above, of possibly
lacking credibility. The signatories to the Charter are setting up a complaints
mechanism to help counter any such perception. However, some kind of
independence of the monitor from the NGOs being monitored seems essential and a
complaints mechanism will not remedy the material deficiencies of the Charter. There
has been a tendency in recent years for membership organisations to make a clear
distinction between a representational role and a regulatory role with the regulatory
organisation being run at arms length by independent appointees and appointment
systems. Such a mechanism does not seem to exist for international NGOs.

National regulatory authorities have a number of drawbacks as regulators and
monitors of international NGOs. The NGO itself may find itself answering to multiple
regulators, both home state and host state and there appears to be a lack of a venue for
international cooperation between national regulatory authorities.

The lack of an established international venue might argue for a body such as OECD
or the UN to fill a gap. Each however is perceived to have drawbacks. The perceived
drawback of OECD is its lack of developing country members. Possibly this obstacle
could be circumvented if it established a monitoring system and standards that were
then passed on at some point to a more inclusive international organisation.

An additional possibility would be for the EU to start filling the gap at least in respect
of international NGOs with their home base within the EU.

The role of an Agency.

A possible model is provided by the new style of EU agency established in recent
years of which there are now around 30.%> The characteristics of such agencies is that
they are information gathering bodies, provide a focus for networks in their field and
are not decision-takers. Such a model could provide a format for an agency to monitor
internationally active NGOs that are based within or active within the EU.

Monitoring is the least intrusive form of co-regulation and would thus be consistent
with the voluntary and spontaneous nature of NGOs.”® In the case of any EU agency,
the functions should not require additional reporting obligations for NGOs registered
under national laws of a member state and reporting to a home state authority but it
could be the body to which NGOs supported by the EU report who are not monitored
by a statutory body in a home state or by a recognised authority in a non member

* For recent discussions see Gerardin, D. Munoz, R & Petit, N. (2005) Regulation through Agencies in
the EU. Edward Elgar. Cheltenham and Vibert Frank, (2007) ‘Better Regulation and the Role of EU
Agencies’ in Better Regulation, ed. Weatherill, Hart Publishing. Oxford. Chap.20

%6 For a typology of modes of co-regulation see Héritier and Eckert op.cit



state. It could in addition provide a venue for discussion of best practice among
supervisory bodies in member states. It could also provide an EU wide survey of
NGO activities and highlight behavioural issues against accepted standards in related
areas and codes such as the Accountability Charter. It could provide a special focus
on any NGO receiving EU funding, or privileged access to EU bodies such as
membership of ECOSOC or membership of any EU consultative committee.

NGOs currently receive substantial official financial support from EU sources. The
2005 external affairs budget of the EU provided at least Euro 800 m. to them”’ and in
addition there is further financial support provided for NGOs operating within the EU.
As mentioned above, at the end of 2006, the Commission had about 130 consultative
groups in existence, of which about half had NGO representation and NGOs held over
300 positions on them.”® Independent monitoring against the standards of a code
could help ensure that they respect their mission statements, do not abuse their
privileged position, that any claims they make to be representative can be scrutinised
and to assess performance.”’ An EU agency could perform this role.

Conclusion.

Large NGOs are coming to accept that the world in which they try to influence public
policy involves rules of behaviour that apply to them as well as to other actors in the
policy process. The Accountability Charter is a welcome sign of this recognition.
Viewed as a self regulatory regime the Charter has a number of apparent weaknesses
that raise questions about its credibility and how far third parties can rely on its
provisions being respected in a meaningful way. Much will depend on how it is
applied in practice but there is also a need for a shift towards co-regulation. There
remains a gap in international arrangements for monitoring the behaviour of NGOs
operating across national borders. In respect of the EU there is a case for an
independent agency to take on a monitoring role for NGOs receiving EU funding or
recognition and to provide a focus for cooperation among recognised member state
authorities.

*7 See European Parliament Working Document No. 14. 2007 Budgetary Procedure dated 29/9/2006.

*® Because some NGOs are on more than one consultative group, the actual number of NGOs
represented is less. However, NGO representation may be underestimated because observer status on
consultative groups does not always appear to be reported.

? For a critical view for some EU funded NGOs see NGO Monitor, Jerusalem, report dated Oct.24
2006.



Annex.1.

The Accountability Charter: Selected Extracts from Statement of Operating
Principles.

1. Respect for universal principles.

We seek to advance international and national laws that promote human rights,
ecosystem protection, sustainable development and other public goods.

2. Independence.

We aim to be both politically and financially independent. Our governance,
programmes and policies will be non-partisan, independent of specific
governments, political parties and the business sector.

3. Responsible advocacy.

We will ensure that our advocacy is consistent with our mission.... We will have clear
processes for adopting public policy positions.

4. Effective programmes.

We seek to work in genuine partnership with local communities, NGOs and other
organisations aiming at sustainable development responding to local needs.

5. Non discrimination.

We value, respect and seek to encourage diversity, and seek to be impartial and non
discriminatory in all our activities.

6. Transparency.

We are committed to openness, transparency and honesty about our structures,
mission, policies and activities. We will communicate actively to stakeholders
about ourselves, and make information publicly available.

7. Good governance.

We should be held responsible for our actions and achievements. We will do this by:
having a clear mission, organisational structure and decision-making processes; by
acting in accordance with stated values and agreed procedures......

8. Ethical fundraising.

In raising funds, we will accurately describe our activities and needs......

9. Professional management.
We manage our organisations in a professional and effective manner....



Annex 2.

Hauser Centre c One World Trust EPF Study
P omments W Comments oy
Criteria Criteria Criteria
Representative Accountability Transparency Mechanism Answerability
« The obligation of NGO's to « Begs question as to whether |% The free flow of information % Disclosure must be to all < Need to define stakeholders
whom they represent. they are 'representative’. between NGO's and external parties and not just to and pinpoint responsibilities.
« Replacement of leaders if < Leadership has wider stakeholders. 'stakeholders'. < Need to declare sources of
violate mandates. obligations. funding.
< Need to recognize
interdependence and key
' rules of the game'.
Keeping within
Principal-Agent Accountability Participation Mechanism Terms of Reference
% The responsibility of NGO « Need to define who the « Enabling internal and external % An attempt to justify NGO's own |4 Need for full mission statements.
agents to act on behalf of their principals are. stakeholders to be involved in claim to participating role in « Need to distinguished normative
principal. organization decision making. government. advocacy from evidence base
% Legal or financial sanctions if « Need to look at 'sanctions' in a advocacy.
contracts broken. wider context. < Need to emphasis procedural
values.
Mutual Accountability Evaluation Mechanism Sanction
« Defining shared goals and 'buy |« Accountability extends beyond|<* Monitoring and assessing s Agree. < Need for full disclosure.
in' responsibility for achieving the movement itself. results. < Need for independent monitoring
them. and 'gatekeepers'.
«+ Social and relationship < Too 'fuzzy' a concept of < Need for evaluation with all
'sanctions'. 'Sanction'. stakeholders and independents.
Complaints and Redress
Mechanism
< Vehicles for raising questions + Need to spell out scope and
and sanction failures. nature of 'sanction’.
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