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Issues and Costs for Certification and Accountability of 
Private Security Companies
1. General. There are four major components of the effort to apply universal and accountable standards to the international armed private security industry. These include a code of conduct applicable to armed private security providers operating in any complex emergency; an authoritative method to hold private security companies legally and financially liable for beaches of these standards; a method or methods to certify compliance with the code or standard and its requirements; and a public database providing timely and accurate information about PSCs, their activities, certifications, and adherence to the code and human rights principles.  Each of these components have specific costs associated with them. Together, the cost of standard setting, certification, and enforcement may cost the U.S. Government in start up costs of $1 million and $2.5 million per annum thereafter.  This paper describes these costs and associated issues.
2. Universal Code of Conduct. Designing and securing industry acceptance of a universal and accountable code of conduct or standards of conduct will be industry led, government supported, with active input from rule of law institutions. Costs for developing the code include partial sponsorship of two workshops and pay and travel of one person dedicated to this project.  For FY 2010 this is approximately $250,000. (Annex A) 
3. International Accountability Mechanism. Establishment and maintenance of a multi-stakeholder certification, oversight, and accountability mechanism will provide the means to hold participating companies accountable for adhering to and violations of the code.  The purposes of the organization will be to certify PSCs as compliant with the code of conduct, monitor PSC operations, and to register and respond to allegations of misconduct by PSCs. This organization will operate as a consortium of stakeholders from governments, the PSC industry, PSC clients, and civil society organizations.  The oversight board will consist of personnel seconded to this role from their parent organizations and a professional administrative and support staff.  The low estimate for operating costs, according to an estimate provided by the British Association of Private Security Companies (BAPSC) is $3.2 million per year.  (Annex B)
4. PSC Database. A publicly accessible database of private security companies can operate independently of the mechanism described above.  In addition to providing timely and accurate information about PSCs, the public will be able use the database to report specific incidences of PSC misconduct. It is intended that the database will be established under the overall sponsorship of a recognized private institute, providing international credibility and a statement of independence regarding the database.  With the cooperation of the Defense Department, the database could draw information from SPOT – the U.S. government’s database of contracts and contractors in contingency areas.  Participating companies will provide and maintain the data for their own company, while the public will be able to provide comments regarding the accuracy of the database. The database could use the model of the Better Business Bureau’s website. This website provides information about companies, a record of complaints, and the ability of the public to register complaints and access additional information. Market research from ODUSD/PS estimates $55,000 initial start-up costs.
5. Third party certification of training. Effective third party certification should not be limited to an overall certification of compliance with the code of conduct. The Montreux Document recommends while Federal Acquisition Regulations and Defense Instructions mandate specific subjects of training for PSCs and their employees for companies, contracts and grants funded by the US Government.  Subjects include the Law of Armed Conflict, PSC responsibilities in Human Rights Law, local national law, cultural issues, and rules for the use of deadly force.  To ensure that this training meets the intent of these documents and legislation, this training should be validated by a third party, with certification of training provided to the certification body in paragraph 3 above, filed with the contracting officer or submitted as part of a bid.  Although the cost of this certified training will be borne by the PSCs or independent contractor employees, there will be additional start up costs that the U.S. Government should support. These start-up costs include survey, assessment, and curriculum development. Courses should be developed by independent institutes specializing in international law working in concert with industry and client representatives. OSD/ATL-PS is conducting market research to estimate these start-up costs.
6. Multiple sources of funding.  Oversight and accountability of private security companies is a multi-stakeholder interest. These stakeholders include different governments, inter-governmental organizations, non-governmental organizations, and various components of the private sector. The U.S. government, therefore, should not be the sole source of funding the solution.  In addition to an appropriate level of support from the U.S. government, other governments and the private sector should be encouraged to fund appropriate elements of this effort.  Sources could include grants supporting rule-of-law and human rights programs from the European Union and contributions from multi-national corporations that hire PSCs.  Ongoing programs, such as the oversight mechanism and certified training should include user or membership fees from PSCs. The Swiss government is allocating $200,000 to the overall effort, an amount that may be appropriate to their engagement and interest in PSCs.  The U.S. government should consider engaging with other governments, particularly the United Kingdom, to secure an appropriate commitment to resourcing this initiative.  The costs described in paragraph 1 are based on the U.S. government providing not more than 2/3 of the overhead/fixed cost operating budget.
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