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Abstract

Accused of being secretive, unaccountable and ineffective, both the IMF and the World Bank are
seeking to become more transparent, more participatory and more accountable. Y et few attempts
have been made to dissect the existing structure of accountability within the internationa financia
indtitutions (IF1s). This paper criticdly examines the existing accountability of the indtitutions, and
offers some recommendations for making them more accountable. It dso warns thet the limits of
thelr accountability should limit the legitimacy of ther activities.

I ntroduction

The International Monetary Fund (IMF) and the World Bank (the Bank)* are now regularly
accused of being secretive, unaccountable and ineffective. Not only radica non-governmenta
organizations (NGOs) but equdly their mgor shareholders are demanding that the indtitutions
become more trangparent, more accountable, and more participatory. Accountability, in particular,
has become the catchcry of officids, scholars, and activigsin discussing the reform of the
inditutions. Y et few atempts have been made to dissect the existing structure of accountability
within the internationd financid ingtitutions (IF1s), to explain its flaws, and to propose solutions. That
isthe am of this paper.

The firgt section examines the structure of accountability planned by the founders of the IMF and
the World Bank. The second section discusses the defects in this structure. Section three andyses
recent attempts to make the ingtitutions more accountable. The conclusion offers some
recommendations for improving the inditutions and awarning about the limits of accountability at the
international level.

How arethe IMF and the World Bank accountableto their gover nment member s?

Like many internationa organizations, the IMF and the World Bank face complex problems of
accountability which begin when one tries to answer the smple question: to whom should they be
accountable and how? Within democratic political systems, severd mechanisms exist to prevent the
abuse or misuse of political power.? These measures range from dections, through to the
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gppointment of ombudsmen, and judicid review. Theam isto ensure that politica actionsare
predictable, non-arbitrary, and proceduraly fair, that decision-makers are answerable, and that
rules and parameters on the exercise of power are enforced. For al these reasons, accountability
within public inditutions, whether nationd or internationd is a desirable thing.

Unlike ademocraticaly dected government, internationd ingditutions cannot claim that voters dect
them and can vote them out of office. Nor, in the past, have the ingtitutions been subjected to the
normd restraints poaliticians face from the checks and balances of government, including the role
played by judges, ombudsmen and the like. Rather, internationd organizations grapple with an
unwieldy structure of government representation which makes ensuring their own accountability
extremdy difficult. In the past when such ingtitutions were required to perform a narrow range of
technical functions, the problem was less acute. Today, however, the internationd financia
indtitutions are being required to perform a much wider range of tasks directly affecting awider
range of people. This makes their accountability al the more important.

The basic gructure of accountability in the internationd financid indtitutions works through
representatives of governments. At the top of the system are the Boards of Governors - the
Minigters of Finance or Development, Centra Bank Governors and equivaents - who mest just
once per year and are supposed to maintain overal oversight and control of the ingtitutions.
However, the day-to-day operations and main work of the ingtitutionsis overseen by
representatives of member states who St on the Executive Boards of each ingtitution. The
Executive-Directors (as they are called) have adud role: to represent a country or a group of
countries (thisis further described below); and collectively to manage the organization. Executive-
Directors gppoint and can dismiss the head of each organization who in turn controls the

management and gaff.

The chain of representative accountability described isin practice along and imperfect one. Flawsin
each link highlight how wesk the relationship between most member governments and the IMF and
the World Bank are. Smply put, member governments (with the obvious exception of the United
States) are too far removed from the workings of the representative body (the Executive Board)
which in turn exercises too little control over the staff and management of the ingtitutions for itsrole
to be described as an exercise of vertical accountability.

Why do the IMF and World Bank not seem accountable?

The core of the problem of accountability liesin the flawed representativeness of the Executive
Board in each of the Fund and Bank. The Board should reflect governments who are members of
each organization. Y et representation isinadequate in two respects. In the first place, the Board
does not adequately represent dl members, and it particularly falls adequately to represent countries
with the mogt intensive relationships with the ingtitutions, for example the African members,
Secondly, the representatives on the Boards of the ingtitutions are too distant from the governments
they represent and stakeholders mogt affected by the work of the indtitutions. Let us examine each
of these argumentsin turn.

Representation on the Executive Boards is too unequal



The Board of Executive Directors (‘the Board') isthe vita link from countries (and voters) to each
of the IMF and the World Bank. Y et only the largest member countries (USA, Germany, France,
Japan, UK, Saudi Arabia, Russia, and China) are directly represented by their own Executive
Director. All other economies are grouped within congtituencies represented by just one Executive-
Director. This means that most nationa governments have only the weakest link to the forma
deliberations and decision-making processes of the indtitutions. For example, in the IMF 21 anglo-
phone African countries, at least 11 of whom have an “intensve-car€ reationship with the indtitution
and dl of whom are deeply affected by itswork, are represented by just one Executive Director and
have avoting share of 3.26%. In the World Bank, the same group of countries plus the Seychelles,
again are represented by just one Executive-Director and have avoting share of 4.07%. Further
exacerbating this lack of representation is the fact that these countries dso lack influence in the
informa processes of consultation and decision-making with both the IMF and the World Bank.

When the Board makes decisions, each country has voting power exercised by the Executive-
Director representing it. This voting power depends upon a country’s “quotal which is determined
by aformulawhich attempts to trandate relative weight in the world economy into a share of
contributions and votes (and in the IMF, access to resources) in respect of each ingitution. The
formula has been criticised for some time and its technical eements have recently been reviewed for
the Managing-Director of the IMF.2 The red problem with quotas and voting power, however, is
that they were created to govern indtitutions with very different world roles to those played by the
IMF and the World Bank today.

Voting sharesin the World Bank and IMF are alocated according to rules formulated in 1944. At
that time, members of both ingtitutions were expected to be both contributors and borrowers (with
the exception of the United States). European countries expected to draw both upon the IMF for
assgtance in crises and on the International Bank for Reconstruction and Development (later part of
the World Bank group) for post-war reconstruction and development. Hence, “shareholding
members were dso “stakeholders' in the work of the indtitution. Furthermore, the accountability of
the IMF was largely “condtitutiondist’ with its duties and actions carefully proscribed by its Articles
of Agreement. Neither the Bank nor the Fund were given an explicit mandate to enter into policy
conditiondity and to attempt to ater in afar-reaching way the economic structure of amember’s

economy.

These founding presumptions of the IMF and World Bank were rapidly superseded by events. The
role of the World Bank (then actualy the IBRD) was trandformed in 1947 when the Marshdl Plan
was announced to dedl with recongtruction in Europe. This left the World Bank lending exclusively
to developing countries. In the 1970s the IMF srole changed dramatically when the Bretton
Woods system of exchange rates collapsed. By the 1980s, both ingtitutions had become heavily
involved in conditiondity and policy-based lending. Throughout this time, the membership of both
indtitutions more than trebled as decolonization brought a host of new, independent sates into their
midst.

The result of these changes has been dramaticaly to expand the "stakeholders' in the ingtitutions.
The origind stakeholders made large contributions to the basic capitd of the inditutions. A
subsequent group of stakeholders have become those who pay most of the running costs of the
indtitutions through loan charges (non-concessiond borrowing countries). A further (overlapping)



group of stakeholders are those whose cooperation isvitd if the IMF and World Bank are to fulfil
their respective purposes. This now embraces a much wider, indeed universa, category of
countries.

By 2000, in the wake of the financid crises of the 1990s, the powerful industridized members of the
IMF and the World Bank had cast the indtitutions into the role of ensuring “forceful, far-reaching
dructurd reforms in the economies of al membersin order (among other things) to correct
wesknessss in domestic financia systems and ensure growth and poverty dleviation.* Theresult is
not only that dl members have a high stake in the inditutions but that equaly the indtitutions have a
high stake in gaining a deep poalitical commitment to change in al member countries. Y et the stake of
countries whose commitment is now being sought is not reflected on the Executive Boards of ether
the Fund or the Bank - indeed it has even been diminished.

When the IMF and World Bank were created, there was a clear and explicit concern to ensure
some equdity among membersto reinforce the “universdl’ and “public’ character of the indtitutions
as opposed to giving them a structure which smply reflected economic and financid strength in the
world economy.® This was achieved by giving every member of the ingtitution 250 “basic votes 6, to
which were added weighted votes apportioned on the basis of the quota (mentioned above). In this
way two kinds of stake were recognized: to a degree every member had an equd stake in the
indtitution, and to a degree the different contributions and influence of states was aso recognized. As
| have argued dsawhere, this baance which was explicit in the foundeation of the indtitutions, has
subsequently been dramaticaly eroded. The proportion of “basic votes to tota votes has diminished
from its high point of 14% of al votesin 1955, to around 3% in both the Fund and the Bank.” Yet if
anything, the role of basic votes should have increased as the stakes in the indtitution changed in the
ways described above.

The Executive Boards do not adequately hold the staff and management to account

The Executive Boards are the lynchpin of accountability of the Fund and Bank, For this reason the
quality and depth of their oversght and control of each indtitution’swork is vitd. In each
organization the Board is expected to gppoint and oversee the senior management and work of the
inditutions. However, in practice, the Board rarely hold the management and staff of the indtitutions
tightly to account. Executive Directors often (although not dways) rubber-samp decisions coming
before them. This occurs for severd reasons.

In thefirg place, it is difficult for members of the Executive Boards to prepare postions on all
countries, papers, and issues brought to Board meetings. Many Executive Directors are in the job
only for a short time. Indeed, in some multi-country congtituencies thereis regular and short-lived
rotation of the Executive-Directorship.

In the second place, the Executive Board is not assisted in playing an active role by the staff and
management of each indtitution who seldom divulge interna disagreements to the Board, tending
instead to atach “considerable importance’ to presenting a unified view in Board discussions®

A third feature of the Executive Boards is that many decisons are taken prior - or agreement
reached on them - prior to Board meetings. As reports on both the Fund and the Bank aver, redl



debates over policy and issues are conducted outside of the Board.® Controversid cases and
stand-off debates are rare. A loan, for example, that did not meet with US gpprova would seldom
be presented to a Board for discussion. Before getting that far, in most (but not al) cases, aff and
management would have been in dia ogue with those whose agreement was necessary for the loan
to go through.

Findly, it has been argued that the Executive Board' s limited oversght is dso due to the fact that
Directors are protective about the countries they represent, and expect (and reciprocate) smilar
deference from their colleagues on the Board. Hence, in the words of the External Evauation into
Surveillance, what is supposed to be “peer pressure’ in fact becomes “peer protection’.*°

The heads of both organizations are selected by a non-transparent, process which excludes
most member countries

A further, very obvious way in which the IMF and the World Bank seem inadequately accountable
to their membership liesin the gppointment of the heads of each organization. Appointed by the
Executive Boards, it is to these heads of the organizations that dl staff must eventually account. Y et
in neither the Bank nor the Fund is there an open and transparent process of gppointment: whether
amed at achieving politica representation or technica excdlence. Rather afifty-year-old political
compromise means that in each organization the head is gppointed by convention according to the
wishes of the United States (in respect of the World Bank) and Western Europe (in repect of the
IMF). This process came under scrutiny during the last appointment of the Managing Director of the
IMF when Germany’ sfirst favoured candidate failed to win support from other mgor shareholders
leading to much adverse press and policy attention not so much to the personaities involved but to
the lack of trangparency and accountability in the process of selection. Although both ingtitutions
have established committees to propose improvements in the gppointment procedure, until the
United States and European countries are prepared to give up thelr privilege, change in this
procedure will not occur.

The role of the IMF and World Bank has expanded, their accountability has not

The problems of accountability highlighted above have al been magnified by the increase and
trandformation of the activities of the IMF and World Bank. Previoudy, the need to respect the
sovereignty of member governments limited their range of activities. However, both now reach deep
into policy-making within member governments, going well beyond the delicately respectful
parameters st out in the origina Articles of Agreement.

Specificaly, as Devesh Kapur has argued, both the IMF and the World Bank embrace areas of
policy it was inconceivable for them to touch prior to the 1980s. The expansion can be tracked by
measuring numbers of “performance criteria on which loans are conditiona have increased: in a
sample of 25 countries, there were between 6 and 10 measures in the 1980s as contrasted with
around 26 measures in the 1990s.!* Equdly, if not more reveding is the way the number of
programme “objectives being included in loans and programmes have increased, with countries
now being required to undertake actions such as to mobilize, redefine, strengthen or upgrade
government processes in an ever wider range of aress.



The new conditiondity is dramaticaly degpening and broadening the purview of the internationd
financid indtitutions within member countries. No longer are they engaged in monitoring specific
macroeconomic policy targetsin the context of a crisis, or pecific project loans and conditions.
Both inditutions are now engaging governments in negotiations which cover virtudly al issues of
economic policy-making - and beyond (with good governance extending into the rule of law, judicid
reform, corporate governance, and so forth). This new wide-ranging domain of advice and
conditiondity directly affects awider range of policies, people, groups and organizations within
countries.

Y et the IMF and the World Bank were not created, nor structured, to undertake or to be
accountable for such wide-ranging activities. They were created to ded with anarrow, clearly
dtipulated range of technical issues. For this reason, at their birth it was decided that they should only
ded with member countries through the Treasury, Finance Ministry, Centrd Bank or like of a
country and that only a representative of these agencies could sit on the Boards of the indtitutions.'?
Thisis il true today.

Meanwhile, the work of both the IMF and the World Bank has broadened and deepened far
beyond the purviews of the Finance Minigtries or Centra Banks with whom they are negatiating.
This means that, through conditiondity and loan agreements, the Fund and Bank are making Finance
Minigtries or Centrd Banks formaly accountable for policies which should properly lie within the
scope of other agencies, and for which those other agencies are domestically accountable. A policy
affecting the digtribution of hedthcare, for example, we would expect to be the respongbility of the
Minister of Health whom we could expect to be answerable for it to voters and his or her society at
large. Y, asthe Fund and Bank intrude further into these kinds of decisons, the risk isthat theline
of accountability they establish with the Finance Ministry or Centrd Bank will override other
agencies and local or democratic accountability. ™

A further implication is that while in theory, different agencies within government compete for and
debate competing priorities and goas, negotiations with the Fund and Bank heavily sway these
debates, subjecting broad areas of policy to the narrower focus, priorities and andyss of the
Centrd Bank and Finance Minigtry - even though neither necessarily have the desire, mandate,
accountability, nor expertise to evaluate and formulate policy in respect of these broader issues. In
as subtle way, this point is underscored by aremark in the External Evauation into IMF
Surveillance, where the evauators found that “the most favourable appraisals came from those
whose lines of work bore close smilarities to the Fund's - central banks, and, to alesser extent,
finance minitries .2 Turned on its head, this statement emphasizes the degree to which the Fund's
core mandate remains that shared with central bankers. Y et at the same time, the ingtitution is now
formulating directions for policy in areas outside of this forma mandate and expertise.

In the extreme, the problem becomes that succinctly expressed by Martin Feldstein in response to
the IMF sintervention in East Asa "The legitimate politica ingtitutions of the country should
determine the nation's economic structure and the nature of itsingtitutions. A nation's desperate need
for short-term financid help does not give the IMF the mord right to subgtitute its technical
judgements for the outcomes of the nation's political process.’® (Feldstein 1998, p.24) The
accountability problem underscored here is: who makes particular policy decisons? By whose
rules? And under whose scrutiny?



Making the IMF and World Bank more accountable

Aware of the criticismsthey face, and aso frudtrated by their limited effectiveness in implementing
wider policy reform, both the IMF and the World Bank have begun more explicitly to recognize a
wider range of stakeholdersin their work. Both ingtitutions have undertaken anumber of stepsto
make themselves more accountable to such stakeholders, including: more transparency, new
mechanisms of horizontal accountability, and working more dosdy with non-governmentd
organizations. The implications for accountability are worth examining.

Transparency

Firg and foremost among the steps taken by the ingtitutions in improving their own accountability is
an increase in trangparency. Both the IMF and the World Bank now publish alarge amount of their
own research and explanation of what they are doing (and to what effect) on their websites. They
are d 0 pressng governments to permit greater disclosure and publication of policies and
agreements made with governments (which are confidentid if the government so wishes).

Trangparency is crucid to improving the accountability of both inditutions. It makes it possible to
hold them to account by opening up their express objectives, advice and agreements. At the same
time, however, some important limitations deserve noting. Firg, there are ill many gapsinwhat is
publicly avalable to date. For example, the World Bank has an excdlent, independent unit of
evauations - the Operations Eva uation Department - yet not dl of its publications are available. In
the IMF interna review documents are not available. These omissions are important for the outside
scrutiny of such documents not only adds to the externad accountability of the organizations, but also
ensures that such reviews are taken serioudy within the indtitutions themselves.

A second issue raised by the new penchant for transparency isits cost. Often underestimated by
magor shareholders pushing for greater trangparency are the costs of collecting, editing and
publishing information are high. Of course, such cogts are borne in large part by borrowing members
of the indtitutions since they add to the running codts of the indtitutions and thereby to their loan
charges. Findly, if not carefully considered and baanced, transparency of selected data, policy or
considerations - and not of others - can distort decision-making or perceptions of it.

Most importantly of al, however, transparency provides the most important and necessary but not
the sufficient means for the internationd financid indtitutions to be held accountable.

Ensuring member governments are accountable to their own people for policies agreed with
theIFls

A second part of the new transparency policies of both the Fund and the Bank has been to promote
trangparency within countries with whom they work. The rationale here isthat the IFls advise and
assist member countries but it is governmentsin those countries who are accountable for dl policies
both to globa markets and to their own people. Of course, this formulation glosses over the fact that
some governments perceive little choice but to accept Fund or Bank advice and assistance - having
resorted to the | FIs for assistance precisely because they have no aternatives.



The transparency being pursued by the IMF involves releasing their documentation and agreements
with countries, with the agreement of the member governments concerned. The result has been the
publication of information such as: Public Information Notices (PINs) following about 80% of its
Article IV conaultations, and publishing Letters of Intent (LOIs) and related country documents that
underpin Fund-supported programs with respect to about 80 percent of requests for or reviews of
Fund resources.

Going yet further, in some cases, the IMF and World Bank now require governments to consult
more and to be more actively accountable to their own people. At the behest of their largest
contributors, both 1Fls are requiring governments wanting enhanced debt relief under the Heavily-
Indebted Poor Countries (HIPC) initiative to produce a plan as to how they intend to reduce
poverty. The plan (labelled the Poverty Reduction Strategy Paper or PRSP) must be "nationally
owned' and produced in consultation with “civil society’. Uganda and Mauritania were the firgt to
qualify for enhanced debt relief under this programme, having each had a pre-existing well-
developed plan for poverty reduction. Bolivia aso qualified early by producing an interim PRSP on
the basis of a "nationd dialogue aready undertaken which sets out future plans for reducing
poverty, and for engaging civil society in the formulation of its full PRSP.16

The new disclosure and consultation measures highlight the sengitivity of the IFIs to concerns about
accountability not just within the indtitutions, but within countries with whom they are working.
Sgnificantly, neither the Fund nor the Bank any longer describe their interlocutors in member
countries exclusively as "nationa authorities . Rather, the World Bank writes of “development
partners 1’ and the IMF of “authorities and civil society’, and of the need for its programmesto
enjoy “ownership by the societies affected’ .18 Along with this recognition has come the opening up
of new mechanisms through which these groups can question or probe the legitimacy of the
internationd financid ingditutions assumptions and recommendations.

Agencies of horizontal accountability

The terms “condtitutionalism’ and "democracy’ have been used to contrast different kinds of
accountability.'® For example, in the US political system, while democracy is served by the US
Congress, condtitutionaism is served by the Supreme Court. This Smple contrast usefully highlights
theway "horizontd’ or "Sdeways accountability can add to vertical accountability by contributing
agencies and processes which exist to monitor and to enforce the mandate, obligations, rules and
promises of inditutions.

Within the internationd financid inditutions, severd agencies and processes have recently emerged
with the am of enhancing horizonta accountability. For example, the IMF has commissioned three
independent externd evauations in the past decade and has published their reports, and isnow isin
the process of creating an office for indegpendent evauation.?

Much more established is the independent evauation unit in the World Bank (the Operations
Evduation Department or OED) which reports to the Executive Board. The OED ratesthe
development impact and performance of al the Bank's completed lending operations, aswell asthe
Bank’s palicies and processes and reports its findings to the Board. In 1993, in the context of a
broad review of the Bank’s Disclosure Policy, access was opened up to the OED’ s "Annual



Review of Evauation Results' and summaries of evauation reports ("Précis") for sdected projects.
Since that time, much more of the OED’ s work has become publicly available.

A more powerful and unprecedented step towards greater horizontal accountability was taken in the
World Bank in 1993 when an Inspection Panel was crested by the Executive Board. The Pandl
opens up the possibility for complaints to be made by any group able to show that: (1) they livein
the project area (or represent people who do) and are likely to be affected adversely by project
activities; (2) they bdieve that the actud or likely harm they have suffered results from failure by the
Bank to follow its policies and procedures, (3) their concerns have been discussed with Bank
management and they are not satisfied with the outcome.

The three-person Inspection Pandl has powers to make a preliminary assessment of the merits of a
complaint brought by a group, taking into account Bank management responses to the alegations.
Subsequently, it can recommend to the Board that a full investigation be undertaken, and make
recommendations on the basis of such afull investigation.

The Executive Board retains the power to permit investigations to proceed, and to make fina
decisions based on the Pand’ s findings and Bank Management’ s recommendations. The Ingpection
Pand thus enhances the power of the Executive Board, aswell as of awide group of affected
“stakeholders' in the Bank’ s work.

The mogt highly publicized of recent casesisthat of the Western Poverty Reduction Project in
Qinghal, China. The case resulted from a complaint filed by the International Campaign for Tibet
(ICT), aUS-based NGO, acting on behdf of locd people affected by the project, claming in
particular that it would harm Tibetan and Mongolian people. The find report of the ingpection pand
found that the Bank had failed to comply with some of its own paliciesinduding on environment,
indigenous peoples and disclosure of information.?* The case became a notorious one in the media,
mohbilizing US and internationa Tibet campaign groups as well as environment lobbies and
supporters of indigenous groups.

Behind the media glare of such cases, a couple of serious questions of governance emerge asto the
role and implications of such ingpections, as highlighted in retrospect by one of the expert
consultants who advised the Inspection Pand in the China case. Robert Wade points out that an
initid problem with the Pandl isthat its ‘image of successisto find projects out of compliance’, he
then writes that
“since dmost any project can be found to be out of compliance if one pushes hard enough,
and snce there is no limit to the cases that affected groups can bring—assisted by
Washington-based NGOs—the Bank is likely to be deluged with Inspection Panel
investigations .
The problems hinted at here are worth examining further for they touch on the core question of how
widely or narrowly “accountability’ should be defined, and what kind of breach should trigger an
enforcement action.

If the “triggering mechanism’ for ingpection is unlawfulness, this not only presumes that actions that
arelegd must dso be legitimate in the eyes of the citizenry, but opens up the risk that minor “legd’
infractions can be used as a wegpon for much larger palitical purposes. This point has been madein



agudy of accountability in which one scholar, dluding to the ClintorVLewinsky scanda, reminds us
that “minor legd infractions can be used by partisan opponents to thwart the clearly expressed
preference of the public-at-large’ .22 In other words - beware of the fact that agencies of horizontal
accountability can be abused.

The warning about the abuse of ingpections or horizonta accountability agencies is an important one
becauise ingpections cost money and take time. Wade reports that the East Adaregion of the Bank
spent about $3 million on work responding to the pand’ s investigation of Qinghal, in addition to the
extra costs incurred by the Chinese government. The cost of the extrawork that the East Asa
region proposed to be done came to another $2.5 million. The cost of the extrawork that the panel
report calsfor is estimated at around $4 million, or 10 percent of the total loan. Wade reports that
this cogt (and the fear of an inquisitoria process) mean that Bank staff are now refusing to
contemplate projects involving ether involuntary resettlement or indigenous peoples, because they
cannot compete with other sources which do not have to take into account such high additiona
costs. This, heimplies, is ultimately to the detriment of the disadvantaged groups the Bank is setting
out to assist.?*

An dternaive mode of accountability, which avoids some of the problems above, isthat provided
by the new Office of the Compliance Adviser/Ombudsman (CAO) of the IFC and the Multilateral
Investment Guarantee Agency (MIGA). This new ombudsman’s office was created in June 1999,
after consultations with shareholders, NGOs and members of the business community. The am was
to to find aworkable and congtructive gpproach to dedling with environmental and socid concerns
and complaints of people directly impacted by |FC and for MIGA financed projects. The CAO or
ombudsman and her staff are independent of the Bank and IFC and report directly to the President
of the World Bank. The emphasis of the office swork, however, is very much didogue, mediation
and conciliation. Other than the power to make recommendations, the CAO has no forma powers.
Indeed, the draft operational guidelines of the office state: "The ombudsman is not a judge, court or
policeman’.

In the absence of enforcement powers, one must ask whether an ombudsman can really be
consdered a mechanism of accountability. Clearly the CAO office provides for trangparency and
monitoring, and these are vita to accountability. It also provides for avery light form of indirect
enforcement. For this reason, it avoids the costs highlighted with the Ingpection Pand above, and
possibly aso the incentive for users to abuse the process of accountability in the pursuit of other
gods. However, it remainsto be seen whether this mechanism has enough power to hold decison-
makers to account. More generdly, such mechanisms cannot be seen as sufficient in and of
themselves to patch up the accountability of internationd inditutions. They operate dongside the
vertical accountability aready outlined above, affording another “check’ on IFI officids.

The experiments in compliance-enforcement being undertaken in the World Bank and IFC, highlight
how little horizontd accountability exists for the internationa financid indtitutions. Obvioudy the
primary agencies which should hold the indtitutions to account are their member governments,
through bolstered and improved forms of vertica accountability. However, both IFls are now
working in aworld politica system in which groups both within and across countries are becoming
more effective a demanding more account of the work of internationa organizations. both through
governments and directly from the organizations concerned. It is for this reason that horizontd



accountability has become alarge plank in both I Fls responses to those who criticize their
unaccountability. A further part of this response has been to engage more directly with their critics,
and in particular with non-governmenta organizations.

Engagement with non-governmental organizations

In recent years both the IMF and the World Bank have begun to recognize non-state actors and
non-governmenta organizations (NGOs). The trend has been acknowledged by the US Secretary
of the Treasury in discussing the Fund’ s modus operandi:
“it should become more attuned, not just to markets, but the broad range of interests and
indtitutions with a stake in the IMFs work. Just as the ingtitution need to be more permeable
for information to flow out, so too musgt it be permesable enough to let in new thoughts - by
maintaining a vigorous ongoing dialogue with civil society groups and others’ 2

Both the Fund and Bank make much more information and analysis available to NGOs. The World
Bank’s NGO-World Bank Committee (established in 1982) has become more active. Both the
Bank and Fund now consult with lobbying organisations in Washington DC, with grassroots
organisationsin member countries, trade unions, church groups, and such like. These contacts are
taking place a regiond, country, and locd levels. World Bank regiond directors and IMF resident
representatives are being told to seek out and maintain such contacts. At the annua and spring
meetings both indtitutions have been actively involved in more did ogue and mestings with a select
group of transnational NGOs. In addition to these measures which increase transparency and
conaultation, the inditutions have aso moved more recently to permitting some leve of locdl
participation by non-state actors, such asin the poverty reduction strategy papers being required of
countries seeking enhanced debt relief.

It isworth clarifying that NGOs have not taken a place as mgor “stakeholders' in the inditutions:
they have not acquired control, nor aforma participatory role in decision-making except a the
behest of their own governments. However, where "Northern’ NGOs have dlied with or used
politica leverage in mgor shareholding countries - at any rate in the United States - they have
exercised consderable informal power and influence. Indeed, in such cases, the position of some
NGOs gtarts looking much stronger than that of many smdler devel oping countries - whose formal
right to participate in decison-making is diluted by the problems of representation described earlier.
For this reason, the recognition of NGOs as stakeholders has led to a vociferous debate about the
accountability and legitimacy of the NGOs themsalves - in particular among developing country
governments.

In further andysing this debate it is useful to distinguish locad or “Southern” NGOs within borrowing
countries, and transnationd or "Northern’ |obbying organizations, usualy based in Washington DC
or one of the G-7 capitals. The implications of developing relations with each are somewhat different
for the accountability of the IFIs.

(i) Engagement with Southern NGOs

Loca or Southern NGOs are stakeholders in a direct sense of the term: they represent groups



directly affected by the programs and policies of the IFIs. Their incluson in discussons and strategy
formulation is required because of the way in which the activities of the IFIs have broadened. Both
|FIs recognize thet, to quote the World Bank, “policy reform and ingtitutional development cannot
be imported or imposed’.?° In countless publications, both | Fls recognize that wider participation
and ownership is required for policies to be successfully implemented.?” For these reasons, the IMF
and the World Bank are encouraging both their own local representatives and government officias
(such asin the PRSP process outlined above) to develop consultative links with local NGOs. At
the same time, NGOs now have access to the complaints procedures described above (World
Bank Inspection Pand and IFC Ombudsman).

However, new relations with Southern NGOs do not resolve the problems of accountability faced
by the IFIs, even if they add some positive additiona eements. Neither the Fund nor the Bank have
been structured as agencies of forceful, far-reaching domestic reforms. Their governance structure
gives them neither the necessary dements of legitimacy nor accountability for such tasks. They are
being forced for practica and politica reasons to look beyond thelr traditional and narrow points of
contact with "nationd authorities' (Finance Minidries, Centrd Banks and the like) to the wider “civil
society’. However, such relations should not divert attention from the core lack of accountability to
developing country governments. Are the IFls beginning to step around governments and
themsalves attempt to persuade societies to support certain kinds of reform? The problem hereis
that the government itself should be the agent of persuasion. And borrowing goverments will not be
able to persuade their own societies to accept changes required by internationa ingtitutions in which
they (developing country governments) cannot claim to have an effective voice.

Reations with NGOs dso bring problems of accountability and legitimacy of their own. Foremost is
the question of which “civil society groups ought to be consulted or recognized. As Jan Aart
Scholte has documented in the case of the IMF, some non-governmental groups (such as business
groups) are being consulted much more than others?® This poses the question: to whom are local
NGOs accountable, and for what? Until now, both the IMF and the World Bank have been
pursuing relaions with NGOs in an ad hoc and reactive way. However, as Charles Abugre and
Nancy Alexander have noted, one needs to consider more systematicaly criteria such asthe
effectiveness, representativeness, internd decision-making structure, membership, and accountability
of groups being so consulted.?®

The problem of accountability of locad NGOsis further heightened where they are given amore
active role in implementation or formulation of policy. In such cases, the accountability of locd
NGOs ought to be compared to that of local government agencies. In the 1980s and early 1990siit
was sometimes too readily assumed that the former were preferable - in the World Bank’ swork in
Africathislead to criticisms of the Bank for undermining the capacity of governments in the region.*
A decade later, it has become more obvious that usng NGOs to bypass government ingtitutions
risks thwarting the “indtitution building’ and “state modernization’.

A find problem concerning relaions with Southern NGOsiis about who shapes and influences the
modalities and processes of consultation with such groups. In the PRSP process described above
no framework was spelled out. Thereis nevertheless arisk that certain kinds of consultations

become recognized in de facto way as preferable to others, not on the grounds that they enhance
existing mechanisms of loca accountability, but rather on the grounds that they please the palitical



sengtivities and preferences of mgor shareholdersin the IFIs. In other words, thereisarisk that a
new “Washington consensus  on the politics of participation and consultation will be forged, and that
thiswill pay insufficient attention to the complex socid and politicd arrangements which givelifeto
accountability at the locd level .3t

Nonetheless, the vociferous debate about NGOs and their lack of accountability risks being
overplayed in the context of Southern NGOs. Certainly they now have access to more information:
and trangparency is a powerful step towards holding governments and ingtitutions accountable.
NGOs are d o, with government approva, consulted more regularly. In the World Bank and IFC
they have the right (although not necessarily the resources) to access the new complaints
procedures. These steps, however, do not amount to atransfer of decision-making power or
substantia influence. Indeed, the argument has been made that Southern NGOs should be
srengthened and more strongly used by devel oping-country governmentsin order: (1) to enhance
their own information and analysis about the IFIs; (2) as abargaining counter (in dliance with
Northern NGOs) to pressures by mgor shareholders, who face demands from their own publicsto
pay attention to NGOs; (3) to counter the power of Northern NGOs.*

New consultation mechanisms with NGOs in borrowing countries do not, however, resolve the
deeper problems of accountability both within the IFIs and in relaion to thelir government
interlocutors. Indeed, these problems may well be exacerbated by new developmentsin the IFIS
relations with the other category of new lobbyists and stakeholders: Northern NGOs.

(it) Engagement with Transnational and Northern NGOs

Transnaiona NGOs do not have the same stake in the IFIs as directly affected loca groups. In
defining their “stake' in international organizations, one needs to consder their broader placein
globa governance. Even there, they are not part of the state-based system of representation in
world palitics. But paliticsis not just about representation, it is equally about debate. And in
internationa politics, NGOs open up and contribute to an active debate about the IFls and their
policies. Their roleisto spesk for different views and interests which are not necessarily expressed
through the forma channdls of representation, i.e. to act aslobbyists for particular interests relevant
to notions of justice, development, the environment and so forth.

In more academic terms, the argument for the place of NGOs in an internationa "deliberative
democracy’ is voiced by theorist James Bohman: “In the case of a paliticd setting where there is no
public to whom gpped can be made or inditutions in which voice isimportant, internationd
ingtitutions and the NGOs that attempt to influence their procedures and standards themselves can
function as a public to whom egua access of palitica influence is guaranteed and open’.*3(Bohman
1999, p.511)

The accountability problem posed by transnationd NGOs lies first and foremost in the question, to
whom are they themselves accountable. Most TNGOs are accountable in various waysto at least
three condtituencies. their membership (actud and potentid and predominantly Northern); their
magor funders and/or clients (which include governments and corporations); and in many cases
NGO partners (some in the South). Overdl, thereis atendency for such groups primarily to be
accountable to Northern groups, funders, and partners. For this reason, along-standing concern



about TNGOs has been that they magnify Northern views - both outsde of governments, and
through governments - in the internationa organizations, adding yet another channd of influence to
those peoples and governments who are aready powerfully represented.

Therisk hereisthat TNGOs further digtort the inequdities of power and influence dready
emphasised in this paper. As Abugre and Alexander found: “Activism by United States NGOs has
probably expanded the aready disproportionate role of the United States in the international
financid ingtitutions, especidly the World Bank’ .3* Similarly, where TNGOs deploy their
congderable resources and expertise in representing and assisting loca groups bringing cases to the
Ingpection Panel, it is not dways the case that the interests of those being represented are the same
astheinterests of those to whom the TNGO is primarily accountable (members and funders). The
TNGO has an incentive to favour an outcome which maximizes publicity and support for itsdf. Yet
in some cases the quieter, compromise decison may well do more for the group they clam to
represent.

The difficulty for criticsisthat whilst the work of many TNGOs has undoubtedly magnified Northern
influence in the IFIs, other TNGOs have used their influence with the US government (both
Congress and the Executive) and other G-7 governments, effectively to campaign for greater
trangparency, disclosure and new forms of horizonta accountability, which are of interest to all
stakeholders. Hence, some TNGOs have assisted in enhancing the accountability of the IFIs, even
whilgt a the same time further undermining the relaive power and participation of both developing
countries and Southern NGOs.

The devil with TNGOs lies not so much in the detail but in the objectives, priorities, and
condtitutions of the organizations. Some TNGOs working on and with the IFIs are fully aware of the
risks mentioned and steer clear of them by prioritizing multilateralism, loca accountability and
capacity-building in developing countries. In so doing such groups are implicitly respecting the daims
of more directly-affected stakeholders to have priority in holding the indtitutions to account. TNGOs
that do not so ddimit their priorities, it is argued here, are wrong to clam that their stakein the
indtitutions gives them aright of account.

Conclusion

Improving the accountability of the IF s has become a mantra for economic policy-makersin the G-
7. In the present debate this has come to mean making the ingtitutions more transparent and opening
up diadogues with new groups of “stakeholders. This paper has shown that these measures may
improve governance, but they do not solve the core accountability deficit inthe IFIs. The indtitutions
are supposed to be directly accountable to their member governments through their Executive
Boards. Y et there are deep flaws in this structure. Furthermore, as the activities of both IFls expand
to embrace wider and deeper conditiondities, the accountability deficit is further widened. Thisis
because just asthe activities of the Fund and Bank are widening, so too are the categories of
affected groups who might legitimately claim to be stakeholders in the inditutions and therefore to
have some right to hold them to account.

The implications for the indtitutions are severd. Firg, the flawsin the verticd structure of
accountability need redress. This means working to put into place:



. an open and legitimate process of appointment for the heads of the indtitutions;

. adronger role for the Executive Board in overseeing the work of the inditutions,
. agructure of representation which better reflects the stakes of al state-members; and
. measures which asss in enhancing the accountability of Executive-Directors representatives

to their governments and voters.

These measures, along with pogtive steps towards independent evaluation, ingpection and
trangparency would doubtless improve the accountability of the IMF and World Bank. However,
ultimately there are limits to how accountable the IMF and World Bank can be to the governments
and peoples most affected by their lending and policies. Thisraises amore profound issue asto how
far-reaching the activities of relaively unaccountable agencies should be* In his essay on whether
internationd ingtitutions can be democratic, politica theorist Robert Dahl warns that we should be
‘wary of ceding the legitimacy of democracy to non-democratic systems % His point is that
domestic paliticad systems have a potentid to be democraticaly accountable in away that
internationa organizations cannot. Theimplication is that the IMF and the World Bank should be
reined in from far-reaching policy conditiondity. Ther activities should be limited to those for which
they can claim to be effectively accountable.
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