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The Corruption Perceptions
Index isa composite index.
Thedata used thisyear were
compiled between 1998 and
2000. Comparisonsto last
year’sindex are not feasble.
Thisdocument explains
which data entered into the
index and how this data was
standardized and aggregated.
It isdiscussed how corruption

Isdefined by our sourcesand

how the per ceptions gathered

relateto reality.




1. The methodology

Transparency International’ s Corruption Per-
ceptions Index (CPl) has assumed a central
place in debates about corruption. It isused by
economists, academics, business people and
journdigts. Asin previous years, we therefore
provide this framework document which pro-
vides an in-depth explanation of the method-
ology. This document complements the press
materia s and another background paper ex-
plaining the precision of the results.

The god of the CPI isto provide data
on extensive perceptions of corruption within
countries. Thisis ameans of enhancing un-
derstanding of levels of corruption from one
country to another. It does not attempt to as-
sess the degree of corruption practiced by na-
tionas outsde their own countries. Thisisa
separate phenomenon and a separate ingtru-
ment, the Bribe Payers Propendity Index
(BPI), was published last year for the first
time.

In an area as complex and controver-
gd as corruption, no single source or polling
method has yet been developed that combines
a perfect sampling frame, large enough coun-
try coverage, and a fully convincing method-
ology to produce comparative assessments.
Thisiswhy the CPI has adopted the approach
of acompoditeindex. It conssts of credible
sources using different sampling frames and
various methodologies and is the most satisti-
caly robust means of measuring perceptions
of corruption.

Objective versus subjective data

Unbiased, hard dataiis difficult to obtain and
usually raises difficult questions with respect
to validity. One such set of data has been as-
sembled by the Crime Prevention and Crimi-
nal Justice Divison of the United Nations Of-
fice a Vienna, [United Nations 1999]. Thisis
asurvey of nationa agenciesin alarge variety
of countries called the United Nations Survey
of Crime Trends and Operations of Criminal
Justice Systems. The mgor god of thisinves
tigation has been to collect cross-nationaly
comparative data on the incidence of reported

crime and the operations of crimina justice
systems. The questionnaire conssts of a series
of questions which ask for data, primarily sta-
tigtical, on the main components of the crimi-
na justice system. The latest verson of this
survey relates to the years 1990 to 1994. Al
national data are derived from the official re-
tional crimina statistics.! However, the pre-
cise legd definition of bribery and corruption
can be different in each nationd context, the
differences drawn between bribery, embez-
Zlement and fraud may be troublesome and
the statistical methodology of counting and
aggregating used in each national agency can
differ congderably from that used elsewhere.
Apart from this, countries such as Singapore
and Hong Kong have extremely high per cap-
ita conviction rates for bribery. Thislendsiit-
sdf to the conclusion that the data areto a
large extent determined by the effectiveness
and capacity of acountry'sjudiciary in prose-
cuting corruption. High levelsin this case in-
dicate the success of anti-corruption initiatives
rather than high levels of actua corruption. As
such problems commonly arise with objective
data, internationa surveys on perceptions
serve as the most credible means of compiling
aranking of rations.

Sourcesin 2000

Prior to sdlecting sources guidelines have
been set up which organize the underlying
decision making process. These include the
actua criteriathat a source needsto meet in
order to qudify for incluson aswell as or-
ganizationa guiddines on how the find deci-
sion is reached with the help of the Transpar-
ency International Steering Committee. This
process amed a making the final decison as
trangparent and robust as possible. As aresult
of thisit was decided that the 2000 CPI in-
cludes data from the following sources.

+ Freedom House Nationsin Trangit (FH),
+ the Economigt Inteligence Unit (EIU),

A full description of the methodology and the
complete data can be obtained viainternet &:
http://mww.ifs.univie.ac.at/~ungjinwcshtml.



+ Political Risk Services (PRS),
the Ingtitute for Management Develop-
ment, Lausanne (IMD),

+ thelnternationa Crime Victim Survey
(1cvy),

+ thePalitical and Eonomic Risk Consul-
tancy, Hong Kong (PERC),

+ theWorld Bank and European Bank for
Recongtruction and Development (WB),

+ the World Economic Forum (WEF).

Other sources have also been suggested for
incluson. An essential condition for inclusion
isthat a source must provide aranking of na-
tions. This condition is not met if a source
conducts surveysin avariety of countries but
with varying methodol ogies. Comparison
from one country to another are not feasible in
this case and a ranking cannot be produced.
Another condition is that sources must meas-
ure the overdl level of corruption. Thisis
violated if aspects of corruption are mixed
with issues other than corruption or if changes
are measured instead of levels of corruption.

The 2000 CPlI combines assessments
from the past three years to reduce abrupt
variaionsin scoring. Such changes might be
due to high-level palitical scandas that affect
perceptions, but do not reflect actual changing
levels of corruption. Some sources, such as
WB and ICV'S, provided only one recent sur-
vey. Others such as PERC, WEF and IMD
conducted various surveys between 1998 and
2000, which are dl included. In addition to its
Global Competitiveness Report (GCR), the
WEF aso published the Africa Competitive-
ness Reports (ACR) in 1998 and 2000, which
are dso included.

While this averaging is valuable for the
inclusion of surveys, it is ingppropriate for
application to the data compiled by country
experts. Such assessments as compiled by
PRS, FH and EIU are conducted by a small
number of country experts who regularly
analyze a country's performance, counter-
checking their conclusions with peer discus-
sons. Following this systematic evauation,
they then condder a potentia upgrading or
downgrading. As aresult, acountry's score

changes rather seldom and the data shows lit-
tle year-to-year variation. Changing scoresin
this case are the result of a considered judge-
ment by the organization in question. To then
go back and average the assessments over a
period of time would be ingppropriate. On the
other hand, in the case of dlite or general pub-
lic surveys an averaging over various years
produces a useful smoothing effect. While
some annua datamay contain random errors,
these do not necessarily carry over into the
next year, and their impact is decreased by the
averaging procedure. Overall, 16 sources
could be included in the 2000 CPI, originating
from 8 independent ingtitutions. The complete
list of sourcesis presented in appendix.

The number of sources has decreased
dightly in 2000 as compared to 1999. This
came about as the older sources from 1997 by
Galup Internationa, the Wall Street Journal
and the World Bank/University Basdl have
not been updated. Since they are older than 3
years they could no longer beincluded. While
ICV S updated its data, not al survey results
were processed at the time the CPl was com-
piled. Only asmaller sample of 11 countries
could thus be considered for the CHI. All in
al, the number of countriesin the CPI dightly
dropped from 99 last year to 90.

Y ear-to-year comparisons

The CPI incorporates as many reliable and up-
to-date sources as possible. One of the draw-
backs to this gpproach is that year-to-year
changes of a country's score do not only result
from a changing perception of a country's per-
formance but aso from changes in sample and
methodology. Thisis comparable to the
problem of designing a price index for a bas-
ket of goods when the ingredients are chang-
ing. The price index for one period cannot be
fully compared to that of the next sncethe
basket on which it is based has changed. A
similar problem arises with the CPl. Some
sources are not updated and must be dropped
as aresult, while new, reliable sources are
added. With differing respondents and dightly
differing methodologies a change in a coun+
try's score cannot be attributed solely to actual
changes in a country's performance.



Accordingly, Tl repeatedly stresses
that each year's index must be seen asthere
ault of the sum of al reputable sources avail-
able at that time. Comparisons with the views
collected in previous years can be mideading.
In order to reduce the number of mideading
interpretations of the CPl scores, the officia
CPI table does not include the scores from the
previous year.

2. Validity

All sources generdly apply adefinition of
corruption such as the misuse of public power
for private benefits, e.g., bribing of public of-
ficids, kickbacksin public procurement, or
embezzlement of public funds. Each of the
sources also assesses the “extent” of corrup-
tion among public officids and politiciansin
the countries in question:

+ ThelMD asks respondents to assess
whether “bribing and corruption prevail or
do not prevail in the public sphere.”

+ The WEF asksin its Globa Competitive-
ness Report “irregular, additiona pay-
ments connected with import and export
permits, business licenses, exchange con-
trols, tax assessments, police protection or
loan application are common/ not com-
mon.” In the Africa Competitiveness Re-
port it was additionally asked how “prab-
lematic the following areas are for doing
business: ... corruption” and “when firms
in your industry do business with the gov-
ernment, how much of the contract value
must they offer in additional or unofficia
payments to secure the contract?’ For de-
tails see [Lambsdorff and Cornelius:
2000].

+ The PERC asks“To what extent does cor-
ruption exist in the country in which you
are posted in away that detracts from the
business environment for foreign compa-
nies?’

+ TheEIU defines corruption as the misuse
of public office for persond (or party po-
litical) financial gain and aims a measur-
ing the pervasiveness of corruption. Cor-

ruption is one of over 60 indicators used to
messure “country risk” and “forecasting.”

+ ThelCVSasks: "In some areasthereisa
problem of corruption among government
or public officids. During 1999, has any
government officid, for instance a customs
officer, police officer or inspector in your
own country, asked you or expected you to
pay abribe for his service?'

+ ThePRS determines avariable "Corrup-
tion in Government" and assesses the
overall spread of corruption.

+ FH determinesthe "levd of corruption™
without providing further defining State-
ments.

+ TheWB asks various questions with re-
Spect to corruption. One group of questions
is directed towards determining the level of
grand corruption and called “ state cgp-
ture’. An aggregate measure for thisvari-
ableis provided by the WB. To adequately
balance this issue with the level of admin-
istrative corruption responses to the fol-
lowing question have been used: “Itis
common for firmsin my line of busness to
have to pay someirregular ‘additiona
payments to get things done.” For details
see [HeIman, Jones and Kaufmann 2000]
and [Hellman, Jones, Kaufmann and
Schankerman 2000].

The terms"leve”, "problem", "prevalence”,

"pervasiveness' and "commonness’ are

largely identical. They dl refer to some kind

of “degree’ of corruption, whichisthe also
am of the CPl. This common festure of the
various sources is particularly important in
view of the fact that corruption comesin dif-
ferent forms. It has been suggested in numer-
ous publications that distinctions should be
made between these forms of corruption, eg.
between nepotism and corruption in the form
of monetary transfers. Y et, none of the data
included in the CPl emphasize one form of
corruption at the expense of other forms. The
sources can be said to am a measuring the
same phenomenon.

It isimportant to note that largely none
of the sources differentiates between adminis-
trative and politica corruption, and that both



types of corruption are addressed equally by
the various questions posed. The IMD asks
about corruption in the public sphere. This
inevitably includes both corruption in admini-
gration and in politics, as they both constitute
the public sphere. The WEF addresses par-
ticular areas where corruption can occur and
in each of these, ether politicians or adminis-
trators can be the relevant actors. Smilarly,
corruption in government, as assessed by the
PRS, dso includes both types of corruption,
since administration and politics are each parts
of government structures. The same appliesto
the broad definition used by FH. The EIU ex-
plicitly notes that its assessments include cor-
ruption among public servants and politicians
dike. Thislargely justifies a blending of po-
litical and adminigtrative corruption, since
thereis no strong evidence that countries dif-
fer in the prevaence of the one type of cor-
ruption over another. But the results by WB
represent a challenge to the type of blending
exercised for the CPI. It is observed there that
in some countries grand political corruption is
more prevalent while in others smdl scale
adminigrative corruption dominates. Thisline
of research is particularly promising for the
future. Results are a this stage only available
for trangition economies and it will be crucial
to observe whether they are also vdid for
other continents and robust to the usage of dif-
ferent methodol ogies.

The only source which does not clearly relate
to large scade palitical corruption isthe ICVS.
But taking into account that this source (also
in the past) well correlates with the other
sources, there was no strong argument that
aso the extent of palitica corruption is not
well represented by this data. The data on cor-
relations are provided in another background
paper which deals with the precison of the
CPI.

Degreesof corruption

Aswe have emphasized, the CPl amsto as-
sess the "degree of corruption”. But thisterm
can suggest different interpretations, [Rose-
Ackerman 1999: 4]. In order to confirm the
vaidity of our gpproach, we must first clarify
whether this term is unambiguous. Imagine

the smple case that 10 percent of al public
servants take a bribe of $200 each, 5timesa
year in exchange for awarding a contract that
resultsin again of $500 each for corrupt pri-
vate contractors. Degree could ether relate the
frequency of corrupt acts, the amount of
bribes paid or the overall gain that contractors
achieve via corruption.

While al of these definitions appear to
be vdid, they need not fully correlate with
each other. For example, consder that afew
high-ranking public servants are taking large
bribes on the one hand, as opposed to many
public servants engaging in petty corruption
on the other. The total sum of bribes would be
about the same in both cases, but the fre-
quency of corrupt incidents would doubtlesdy
be higher in the latter case. Similarly, when
corrupt private competitors are in a strong
bargaining position and do not alow much of
their illegitimate gain to be shared with public
servants, the total amount of bribes may be
low while total gains from corruption are
large. Clearly, absence of corruption would be
smilarly defined in all three cases— i.e. fre-
quency, amount of bribes and vaue of rents
— asbeing equa to or nearly zero.

Having taken this theoretical ook at
degrees of corruption, we can now turn to the
particular definitions used by our sources.
Firgt, the questions asked by the ICVS, WEF
and the WB (on adminstrative corruption) re-
lates to the frequency of bribes paid. In con+
trast to this, the questions by the PERC and
the WB (on state capture) hint at the damage
to private business people caused by corrup-
tion. The implication here might be that large
bribes are particularly serious, whilelarge
benefits for corrupt private business people
may not be. The questions posed by the IMD,
PRS, FH and EIU provide no insght regard-
Ing an assessment of degree. The terms
"level", "prevaence’, "existence' and "perva-
siveness' used there might refer to frequency
aswéll asthe overall value of bribesinvolved.

In sum, the term “level of corruption”
seems to include both aspects, frequency of
corruption and the total vaue of bribes paid.
Taking into account that the sources correlate
well with each other, we may conjecture that



at the moment thereis little evidence that dif-
ferences with respect to these two aspects are
crucid to the outcome of a survey. Either, re-
spondents have a very homogeneous pre-
gpecified idea of how to define the "degree of
corruption” which influences their response,
irrespective of the precise wording of the
guestionnaire, or countries do not differ con-
sderably with respect to the particular kinds
of corruption that prevail there. More re-
search, asthe one by the WB, isrequired to
deepen our understanding of the levels and
types of corruption and the extent to which
corruption differs between countries.

3. Perceptionsand reality

While the sources dl aim at measuring the
degree of corruption, the sample design differs
consderably. With the exception of the
PERC, FH, EIU and PRS the sources mostly
sample residents, who must rely on thelir per-
sond, locdl estimate (as opposed to an expa-
triate’ s externa viewpoint) of the degree of
corruption and the meaning of the termin
their own cultural context. Whether this dif-
ference may lead to different outcomes il
requires scientific study. For the purposes of
the CPl, it added to the robustness of the re-
aulting figures, since the data correlate well
with other data. This correlation suggests that
there being different samples makes no great
difference to the results,

Of greater importance is the difference
between polls on the opinions of experts and
the polls of the general public provided by the
ICV'S. Whereas the general public may tend
to form views on the corruption (or lack of it)
experienced in dally life, business people and
risk analysts are usualy closer to high-level
incidents of corruption and may be in a better
position to assess grand corruption. Further-
more, elites may have a biased viewpoint to-
wards corruption insofar as they might be less
negative about forms of corruption which fa-
vor their own group. Similarly, the genera
public may be less negative about petty forms
of corruption. To what extent the general
public deviates from an dite sampleinits as-
sessment of corruption has not yet been the

subject of investigation and constitutes an im-
portant area for future research. Various data

on perceptions by the generd public used for

the CPI in previous years suggests no signifi-

cant difference between these viewpoints.?

Interpreting per ceptions

Asthe data collected relates to perceptions
rather than to rea phenomena, it hasto be
considered whether such perceptions improve
our understanding of what real levels of cor-
ruption may be. Thisis necessary for the CH
to be afruitful contribution to political debate,
investment decisions and academic research.
Since actua leves of corruption cannot be
determined directly, perceptions may be all
we have to guide us. However, this approach
isundermined to at least some extent, if the
perceptions gathered are biased. Such apo-
tential bias might originate from the particular
cultural background of respondents. Depend-
ing on whether the sample consist of locals or
expatriates, this suggests two potentia biases
to be relevant.

Imagine that being asked to assessthe
level of corruption, aloca estimates ahigh
level of corruption in the country of residence.
Such an assessment would be avalid contri-
bution to the CPI only if the respondent makes
the assessment as aresult of comparisons with
the levels of corruption perceived in other
countries. But thisis not necessarily the view-
point taken by the respondent. A respondent
may aso assign high levels by comparing cor-
ruption to other (potentialy less pressing)
problems facing the country, or by evauating
it according to a high ethical standard (e.g.
which assumes any kind of gift-giving to a

? Even when dlite and genera public viewpoints
show some differences, an aggregation of these
data till makes sense, judt like price levels for
various goods can be aggregated to form some
combined price index. While the idea of creating a
price index would be to vaue a complete basket of
goods, the idea of aggregating subjective data
would then be to obtain an assessment of the leve
of corruption as seen by abroad and possibly het-
erogeneous sample of respondents.



public officid to be corrupt and not culturaly
acceptable). In the case of such an outlook, a
high degree of observed corruption may re-
flect a high standard of ethics rather than a
high degree of red mishehavior. Perceptions
would be amideading indicator for red levels
of corruption. This bias can occur particularly
if only locds are surveyed, each assessing
only the level of perceived corruption in their
own countries. If respondents are asked to as-
sess foreign countries or to make comparisons
between a variety of countries, this bias
should not occur. Respondents will, in this
case, compare aforeign country with their
home country or with an even larger set of
countries. They will be forced to apply the
same definition of corruption and make use of
the same ethical standard for al countries,
which produces valid comparative assess-
ments. However, in this context a second type
of bias might arise, originating from the po-
tential dominance of a particular cultural
heritage in the sample questioned or because
expatriates lack a proper understanding of a
country's culture. If this happens, comparative
assessments might reflect disproportionately
the perceptions of a particular culture. But the
results would be meaningless to locaswho
have a different understanding and definition
of corruption. While samples which are domi-
nated by a particular cultural heritage are sus-
ceptible to thiskind of bias, surveyswhich
question local residents clearly avoid thiskind
of bias.

The strength of the CPI rests with the
idea that we include surveys which are not
susceptible to the firgt type of bias. Particu-
larly these are EIU, PRS, FH and PERC.
Since the data provided by these sources refer
to assessments by expatriates, they are subject
to a homogeneous definition of corruption and
aconsstent ethical standard. The CPI aso in-
corporates the data from the ICV'S, IMD,
WEF, and WB. Since these refer to assess-
ments made by loca resdents, they are not
likely to represent the perception of a certain
cultura heritage. The second type of bias can
clearly be rgected for these sources.

Since the data from the EIU, PRS, FH
and PERC correlate well with the other data,

there seems to be no support for the sugges-
tion that they might be influenced by the sec-
ond type of bias. Similarly, since the data by
the ICV'S, IMD, WEF, and WB correlate well
with the other three sources, the notion that
the first type of bias might be present is
clearly not supported. The vaidity of the
sourcesis mutualy confirmed and prevalence
of the potential biases mentioned before can
be regjected. Our approach clearly suggests that
the perceptions gathered are a hel pful contri-
bution to the understanding of redl levels of
corruption.

Therole of the media

Another potentia problem with the collection
of perceptions may arise from the possibility
that respondents do not report their persona
experiences but rely on media coverage and
reports obtained from others. Certainly this
influence cannot be excluded and necessarily
contributes to perceptions. Y et in its extreme
form such an influence may suggest that re-
spondents rely only on hearsay. The potential
problem with thisinfluence is that the assess-
ment of a country might then reflect the qual-
ity of the pressin uncovering scandals, and
particularly its freedom to do so. Countries
that suppress afree press may escape a bad
reputation for corruption among their popula-
tion. Such an influence would certainly un-
dermine the vdidity of the CPI and its useful-
ness as an aid to understanding redl levels of
corruption.

Investigating whether such an influence
might affect the CPl, it isworthwhile to ob-
serve that some sources may be more influ-
enced by hearsay than others. It is particularly
interesting that the question posed by the
ICVS clearly relates to persond experience as
opposed to hearsay. Already in the past we
observed alarge correlation of ICVSwith
other sources, which indicates that hearsay
does not appear to be an important influence
for the overal CPI.

4. Theindex

With the various sources having some differ-
ences with respect to sample and date, a num-



ber of ideas have been considered for
weighting the sources before aggregating
them. One possibility was to weight them ac-
cording to the number of replies collected by
each source. However, this would mean that
some surveys would obtain alarge weight,
particularly if seen against the expert assess-
ments conducted by PRS, FH and EIU. If this
line were pursued, it would mean that the
views of an individual selected a random
would have the same quality as an expert as-
sessment made after country-specific analysis
and peer review. This approach was therefore
not convincing.

Another methodology for aggregating
governance data has recently been suggested
by Kaufmann, Kraay and Zoido-L obaton
[1999], based on aforma mode. The authors
assume that each source is anoisy indicator
for actua levels of corruption, which isthe
"unobservable component” they seek to de-
termine. Based on this model an average score
and ameasure of precison is obtained for a
large variety of countries.®> Those sources
which then better correlate with the resulting
aggregate index receive more weight, while
those which contribute less viably enter into
the index with less weight. The qudity of the
sources is therefore determined endogenoudy
and is not an expert's opinion on a source's
vaidity and rdiability. While there may be a
point in taking this approach, weighting can
be biased if the sources are not independent of
each other. It may occur that the sources that
are least independent — for example because
they use other sources as their benchmark or
sample people who have little first-hand expe-
rience — are given higher weights than those
who engage in discovering origina insights.
Thisweighting system would be in contrast to
experts viewpoints regarding the quality of

® With respect to measures of precison, some not
necessaxily redigtic assumptions had to be intro-
duced. The measures of precision therefore repre-
sent a best-case scenario and are not unbiased. In
addition, they neglect the tandard deviation le-
tween sources, i.e. that precison should be lower
in countries where sources differ considerably in
their assessment.

sources. Given this disadvantage it was de-
cided that this approach should not be adopted
for the TI-CPI.

In the end, it remains preferable to
adopt the smple approach of assgning equa
welghts to those sources which have been
found to meet the criteria of rdiability and
professonaism. Other procedures may have
their merits, but this smple averaging system
iseasiest to explain to a broad public.

It was suggested in this context that
data from various years provided by the same
source should not obtain the same weight as
other data. One may adhere to the viewpoint
that the data provided by an indtitution isin-
dependent to that from another ingtitution, but
the same independence may not prevail for
surveys originating from the same ingtitution.
But this argument may push too far an issue
which isin fact difficult to assess, snce dso
an ingtitutions may lean on the data produced
by othersin reaching a concluson. Since the
meatter of independence is therefore difficult to
quantify, there was no clear argument in
changing the methodology used so far. Asa
result of giving each survey an equal weight,
some ingtitutions obtain a larger weight than
others. While other approaches can certainly
be judtified there is dso some rationa in this.
It reflects previous recommendations by the
Trangparency Internationa Steering Commit-
tee that continuous annua surveys are supe-
rior for our purposes than one-off surveys.
they may have gathered more expertise in
providing their service and their incluson
helps to avoid abrupt year-to-year changesin
the CPI. In addition to that, continuous annual
surveys may be seen to be superior to expert
assessments because the methodology of pro-
ducing data is more trangparent and subject to
aclear procedure.

Standardizing

Since each of the sources usesits own scaling
system, aggregation requires a standardization
of the data before each country’ s mean vaue
can be determined. For al sources not aready
standardized for the CPIs of previous years,
the 1999 CPI was the starting point for this
process. It had amean value of 4.61 and a



standard deviation of 2.36. Each of the
sources naturdly had different means and
standard deviations. Y & standardization does
not mean that each source is given the same
mean and standard deviation, since each
source covers adifferent subsat of countries.
Instead, the aim of the standardization process
isto ensure that inclusion of a source consist-
ing of acertain subset of countries should not
change the mean and standard deviation of
this subset of countriesin the CPI. The reason
isthat the aim of each source is to assess
countries relative to each other, and not rela-
tive to countries not included in the source.
The aim here is that a country not be "pun-
ished" for being compared with a subset of
relatively uncorrupt countries, nor rewarded
for being compared with a subset percelved to
be corrupt. In order to achieve this, the mean
and standard deviation of this subset of coun
tries must take the same value as the respec-
tive subset in the 1999 CPI.

An example can illustrate the standardi-
zation. In 2000, IMD assessed Brazil with a
value of 2.57 on a scae between 0 and 10. At
first, acommon subset of countries was de-
termined, countries which belong to both the
IMD 2000 and the 1999 CPI. The means and
standard deviations in each of these sources
was determined. In the IMD 2000, these
countries had amean vaue of 4.79 and a
standard deviation of 2.64, whilein the 1999
CH, these countries had a mean of 6.07 and a
standard deviation of 2.41. Standardizing the
vaue for Brazil thus required subtracting 4.79
from the 2,57 multiplying the result with
2.41, dividing by 2.64 and adding 6.07. The
result turns out to be 4.04, the standardized
value for Brazil. Applying thisto al countries
in the subset, the standardized values then
have amean of 6.07 and a standard deviation
of 2.41, the same values this subset of coun-
tries had in the 1999 CPI. The same formulais
then applied to al countries covered in the
IMD, including those that do not belong to the

* In case asource assgns a higher score to more
corrupt countries, this value must be multiplied by
-1

subset described above. After thisis done for
al countries and al sources, the index is de-
termined by computing the smple mean for
each country.®

The previous indices relied solely on a
technique of standardizing means and stan+
dard deviations for the respective subsamples
of countries. It was observed in the past that
an aternative technique of matching percen
tiles would bring about largely identica re-
aults. Matching percentilesis superior in com
bining indices which are differently distrib-
uted. But, asit makes use of ranks and not
scores of sources, it looses some of theinfor-
meation inherent in the sources. The generd
gpproach istherefore that it is preferable to
rely on the described standardization tech-
nique, except where the digtribution of a
source clearly differs from that of the CHI.

One such source with aclearly different
digribution is ICVS. It was decided that for
ICV S the method of matching percentiles
would be applied. For thistechnique again the
common subsamples of the ICV S and the
1999 CPI are determined. Then, the largest
vauein the 1999 CPI istaken asthe stan-
dardized vaue for the country ranking best by
ICVS. The second largest value is given to the
country ranking second bet, etc.

For IMD and PERC, this standardiza-
tion procedure did not change the values Sg-
nificantly, since the data was aready ddliv-
ered on a scale between 0 and 10. This con
trasts to the vaues provided by WEF who re-
port the data on ascae between 1 and 7. The
WB provides two data on corruption, which
were aggregated® before being standardized
and included in the CPI. Likewise PRS and
EIU provide assessments ranging between 0
and 6 and between 0 and 4, respectively. The
original data by Freedom House were not
given in numerica format but a"broader d-

> A find standardization must be undertaken, since
the aggregate may again differ with respect to
mean and standard deviation as compared to the
previous years index.

® Again, aggregation requires astandardization
procedure by means and standard deviation.



phabetical grade" assgned to the respective
categories. Thisimpliesthat FH does not in-
vitefor a"cardina" interpretation of their as-
sessments which is required for the normal
standardization methodology. By making use
of amethodology of matching percentiles
only the ordind information by FH would be
used. But dso anorma standardization of the
data provides an indicator which correlates
0.992 with the one obtained from matching
percentiles. Given thisit was decided to keep
the normal standardization technique.

Presentation

The 2000 CPI will include al countries for
which at least three sources had been avail-
able. Some critics had argued in favor of ex-
tending the index to include aso countries for
which less than three sources are available. In
this case the CPl would include 151 countries.
There are undeniable meritsto this. A larger
ligt of countries would further facilitate the
usage of the CPI in academic research. There
has been an immense research activity based
on the CPl, but the limited number of coun
tries was sometimes felt to present adight
disadvantage. Above that, it was observed that
limiting the index to countries where suffi-
cient information is available would exclude
particularly countries perceived to be corrupt,
because information on such countries tends
to be scarce. It was argued that this may mis-
lead the public.

But these arguments must be vaued
againgt the respective disadvantages of afur-
ther expansion. In public debate, measures of
precison are commonly not well taken into
account — irrespective of the immense effort
TI has put into the presentation of the CPI in
the past. The method to avoid this mispercep-
tion has been to restrict the index to those
countries where sufficient information is
available. These are countries where the mar-
gin of error of the reported average score is
rather low. In contrast, countries with less
than three sources are measured with large
imprecision. It therefore makes senseto stick
to this established guiddine and include only
those countries for which at least three sources
were available. Since those countries left out

of the index are on average perceived to be
rather corrupt, there emerges an inadequate
comparison of acountry to the rest of the
world — an interpretation which T did not
invite for but which some media was engaged
in. It may be worthwhile to note that al 151
countries would on average score 4.3. This
figure may serve as a benchmark vaue. Par-
ticularly it illustrates that countries not being
included into the CPI should not interpret this
asaparticular type of quaification or dis-
qudification.

Some media misinterpret the fact that
being worst in the index does not mean being
most corrupt in the world. Thisyear this pos-
tion is occupied by Nigeria But this misut+
derstanding would aso not be aleviated by
expanding the index, because the lowest pos-
tionis smply assgned to another country,
while the index would till not cover the
whole world. Another suggestion was that the
last 10 countries, those with the worst scores,
be listed a phabetically, without publishing
their scores, avoiding that a country is singled
out. It would have been difficult to adequately
present such amixture of groups and ranks.
But more pressing was the fear that awhole
group of countries may have been branded as
the worgt in the world, “tieing” for bottom
place. This dternative was dropped as a con
sequence.

On the web-sites
(http://Amvww.transparency.org/ and
http://www.uni-goettingen.de/~uwvw) we
provide further data for each country on the
standard error, as described above, and the
resulting confidence intervals. Moreover,
some observers may be interested in the
amount of independent ingtitutions that con-
tributed to an average vaue and not only the
tota number of sources. Thisfigureisaso
reported. Apart from that, the CPl continuesto
rank countries and assign scores with one
digit, as we have done in the past. Alongside
this data the standard deviation and the num-
ber of surveys used for each country isre-
ported.

In addition to this data, the main table
this year for the first time provides the high-
low range. This depicts the highest and the




lowest values provided by our sources, so as
to portray the whole range of assessments.
However, no quick conclusions should be de-
rived from this range to the underlying preci-
sion with which countries are measured.
Countries which were assessed by 3 or 11
sources can have the same min-max range,
but in the latter case the associated standard
error ismuch smaler. In order to arrive at
such measures of precison, a more compre-
hensive background paper is provided at our
website.
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Appendix: Sourcesused in the 2000 CPI

Number 1 | 2 | 3
Source Palitical & Economic Risk Consultancy

Name Asian Intelligence Issue

Year 1998 | 1999 | 2000
Internet address http://www.as arisk.com/

Who was sur-
veyed?

Expatriate business executives

Subject asked

Extent of corruption in away that detracts from the business environment for
foreign companies

IF\)IlzJerzber sl 280 40-50 per country 1027
Coverage 12 Asian countries 14 countries
Number 4 | 5 | 6
Source Ingtitute for Management Development
Name World Competitiveness Y earbook
Year 1998 | 1999 | 2000
Internet address www.imd.ch
Who was sur- Executivesin top- and middle-management; domestic and international compa-
veyed? nies
. Bribing and corruption exists
Sl gl inthe public sphere
Number of re-
olies 2515 4314 4160
Coverage 46 countries 47 countries
Number 7 8
Source Economist Intelligence Unit "International Working Group"
Country Risk Service and Country . . -
Name Forecast International Crime Victim Survey
Year 2000 1999/2000
Internet address WWW.6iLLcom http://ruljis.leidenuniv.nl/group/jfcriww

w/icvs/Index.htm

Who was sur-
veyed?

Expert staff assessment (expatriate) general public

Subject asked

Assessment of the pervasiveness of
corruption among politiciansand

During 1999, has any government of-
ficial inyour own country, asked you

civil servants to pay abribefor hisservice?
it i e Not applicable ca. 20,000
plies
Coverage 115 countries 11 countries




Number 9 10
Source World Bank and EBRD Freedom House
Name Business Eny| ronment and Enter- Nationsin Transit
prise Survey
Year 1999 1998
Internet address http://www.wor:]c;trJ]inek.orq/Wbl/qover http://www.freedomhouse.org/
Who was sur- Seniior businesspeaple Assessment by US academic experts

veyed?

and FH-staff

Subject asked

State capture and frequency of ir-

regular, additional paymentsto public Levelsof corruption

officias
Number of re- .
plies 3000 Not applicable
Coverage 20 transition economies 28 transition economies
Number 11 | 12 | 13
Source World Economic Forum
Name Globa Competitiveness Report
Year 1998 | 1999 | 2000
Internet address www.weforum.org
vWe;g dv’\;as sur Senior business|eaders; domestic and international companies

Subject asked

Irregular, additional payments connected with import and export permits,
businesslicenses, exchange controls, tax assessments, police protection or
loan application.

Number of re-

olies 3167 3934 4022

Coverage 53 countries 59 countries

Number 14 | 15 16

Source World Economic Forum Political Risk Services

. . International Country

Name Africa Competitiveness Report Risk Guide

Year 1998 | 2000 2000

Internet address www.weforum.org WWW.prsgroup.com

Who was sur- Senior business|eaders; domestic and international |  Expert staff assessment

veyed? companies

. How problematic is corruption?irregular, addi- | Assessment of "corruption

Subject asked . . . . "
tional paymentsare required and largein amount. in government

Ngmber of re- 580 1800 Not applicable

plies

Coverage 20 countries 26 countries 140 countries




