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MEASURING CORRUPTION
Measuring corruption is a relatively new area for researchers and policy makers. Recently published ratings of corruption in various countries and sectors attract a lot of attention among private sector and politicians, and fuel debates about their objectivity and relevance for designing anti-corruption measures. This paper will present a brief overview of existing methodologies for measuring corruption and will propose ways for their further development. The paper will provide a basis for the discussion at the special plenary session about measuring corruption in the framework of the 5th Annual Meeting of the Anti-corruption Network for Transition Economies. 

Why measuring corruption

Measurement of corruption is an essential component of any national or regional anti-corruption policy. It helps to assess the overall level of corruption in a country or in an economic sector, and to identify “hot spots” where corruption is particularly high and needs to be addressed as a priority. Regular corruption surveys provide data on reasons that give rise to corruption in its various forms and help design adequate anti-corruption measures. Measurement of corruption in itself is a powerful tool of the policy implementation: the results of the surveys build public awareness of the corruption dangers and put pressure on authorities. Monitoring of corruption through its measurement helps to carry out anti-corruption policy more effectively. Main objectives:  

· Public policy making: to identify “hot spots” and reasons facilitating corruption in order to formulate effective anti-corruption policy;
· Policy implementation: to raise public awareness, to put pressure on the government; to support regular monitoring in order to strengthen policy implementation;
· Private sector decision-making: to guide investment and other decisions.   

Civil society and private sector are currently among the most active actors involved in measuring corruption; some international financial institutions (IFIs), international organisations and researchers have recently boosted research in this area. Media actively uses findings and materials of such research, comments on them and calls upon governments to react properly to change the situation. National governments are least active in the area – partially because they sometimes are not aware of the availability of methodologies, sometimes they do not consider such studies reliable or useful, and sometimes they believe that finding of such studies can be harmful for internal stability and external image. 

Corruption in general hardly lends itself to measurement. It tends to be hidden from view, and the parties to a successful corrupt transaction seldom have an incentive to be open about their dealings. Key methodological challenges:

· New area;
· Secretive nature of corruption;
· Lack of objective statistics;
· Lack of incentives for the governments to develop such statistics. 
Transparency International’s (TI) Corruption Perceptions Index (CPI), first published in 1995, changed the perception that corruption cannot be measures. In subsequent years, there has been a remarkable growth in empirical research on corruption, fuelled to a great extent by growing international interest in finding the means to curb it. The question is no longer whether corruption can be measured or analysed empirically. The question is ‘how’? An overview of currently used methodologies is presented below.

How to measure corruption


When the objective of the measurement is clarified (why to measure) and the target audience is established (who will measure or for who), it is important to identify the scope and focus of the study (what to measure):

· Level of corruption in a country/region/city/sector: practice ( e.g. amounts of bribes, frequency of bribes, services which required more payments, etc.)

· Level of corruption: perception (e.g. possibility to obtain services through bribes, reliability of payment of bribes, general attitude toward possibilities of bribes, etc.) 

· Governance indicators (e.g. judicial independence, burden of regulations, informal sector)

· Public trust indicators (e.g. general trust in authorities of the national and local level; general trust in authorities if executive, legislative, judiciary, law enforcement, etc.) 

· Business performance

· Business corruption risks

· Other (freedom of information, political corruption, etc.)

Opinion Surveys 

Opinion surveys are now the most frequently used diagnostic tool in the assessment of corruption levels. Survey samples include polling of the general population, the private sector and segments of public administrations. As a rule such surveys provide data on the corruption item within countries. Majority of such surveys are focused on perception though some include direct questions about experience and practice of citizens and/or business. 
Many countries and international and regional organisations have adopted this approach. Regular indices giving assessment of public officials’ activities and society position from different points of view are published by authoritative organisations among which are: Transparency International – CPI (Corruption Perception Index) and BPI (Bribe Payers Index), Index of Heritage Foundation, Freedom House – Democracy’ Century Survey; Pricewaterhouse Coopers – The Opacity Index and others. 

Selected Surveys

Business people are a frequently used sample since they are thought to be knowledgeable in this area. TI’s CPI (see Appendix 1) is a composite index that largely uses private sector surveys, or surveys produced for the private sector. Each year TI builds its CPI on the basis of numerous opinion polls undertaken over a three-year period. Number of used polls and survey sources vary to some degree from one year to the other. CPI data for last years and detailed methodology are available at http://www.transparency.org/surveys/index.html#cpi
TI’s Bribe Payers Index (BPI) (see Appendix 5), prepared in the summer of 2002, was a second effort to capture a snapshot of the supply side of international bribery. Intended as a complement to the CPI, the BPI ranked leading exporting countries according to the degree to which their companies were perceived to be paying bribes in order to win business abroad. 

In 2003 TI presented complex study Corruption Barometer 2003 (Available at http://www.transparency.org/surveys/barometer/barometer2003.html), a new survey of the general public in 47 countries on all continents. The survey was commissioned from Gallup International by Transparency International, the world's leading anti-corruption organisation. The TI Global Corruption Barometer measures attitudes towards corruption and expectations of future corruption levels. Over time, the survey will measure trends in attitudes.
The Regional Corruption Index of Russia conducted by the Centre Transparency International – Russia (see Appendix 5) provided detailed picture of corruption level (perception and practice) and public trust for 40 out of 89 regions of Russian Federation. Similar studies were conducted in Lithuania (available at www.transparency.lt), Republic of Moldova, Azerbaijan (available at www.transparency-az.org) and other countries. 

Another helpful recent effort is the World Business Environment Survey (see Appendix 2), an initiative of the World Bank Group, which surveyed over 10,000 enterprises in 80 countries. Respondents in East Asian developing countries reported the highest incidence of ‘irregular additional payments to government officials’ (over 60 per cent). At the other extreme, only 28 per cent of respondents in Latin America and 12 per cent in OECD countries reported such payments. Significant differences were found between small, medium and large enterprises.

PricewaterhouseCoopers (PwC) (see Appendix 3) conducts a private sector survey of chief financial officers of major companies, equity analysts, bankers and PwC employees in January 2002 that estimated the adverse effects of public sector ‘opacity’ on the cost and availability of capital across several dozen countries. Findings revealed that opacity has a significant negative effect on foreign direct investment rates and is a major additional ‘tax’ on private enterprise.

A Control Risks Group survey (see Appendix 4) of 121 companies in the US and Northern Europe found that the number of companies deterred from investing in high-corruption countries has increased in recent years. It also found that the number of companies with anti-corruption codes was rising. 
Level of accuracy of opinion surveys remains a challenge. The main problem of any measurement exercise is the development of a methodology that will permit to obtain objective data on the degree of corruption in country and different sectors of its institutional structure, regions and cities. Not all approaches are equally robust: some use small samples; some are self-selective and cannot, therefore, be seen as fully representative of any given sector. Others are so large and costly that the surveys are unlikely to be repeated, reducing their value as diagnostic tools. There is no easy answer to the question how to achieve more objective results – it’s different for each case. In smaller countries or when the smaller issue (institution, sector of economy, else) is in focus it can be done for example through larger samples, or cross-questions, etc. It is practically impossible to engage all possible measurement mechanisms in order to obtain more objective data, it makes questionnaires too complicated and processing too costly. Probably complex surveys where each part of the study (perception and practice) helps to cross check the answers in general and thus serves as internal quality control mechanism. Basically we the studies with a) focused approach; b) internal cross check; c) possibility to be repeated can be considered as most robust.
Accuracy remains a challenge in perception based surveys

Randomised nation-wide samples of adult populations are particularly useful in assessing first-hand experiences of petty corruption. The Latinobarometro survey of 17 South and Central American countries showed that, while there may be an overwhelming consensus that corruption constitutes a ‘very serious’ problem in a particular country, this view does not necessarily correlate with the actual or verifiable levels of corruption. Whereas 61 per cent of Mexicans polled in 2000 considered corruption to be ‘very serious’; a greater percentage of respondents held the same view in Chile, a country with notably lower levels of corruption. The Afrobarometer of seven Southern African countries established that there are wide variations in perceptions of the level of government corruption. It also found that personal experiences of corruption are generally lower than perception levels, and that corruption does not uniformly figure among citizens’ most significant problems.
Such diagnostic indexes can play an important role in general awareness raising, but as tools for concrete policy reform there are serious limitations. A minister of health cannot derive policy recommendations from the knowledge that corruption affects child mortality rates. A minister of finance will not know what to do with the information that corruption has a negative impact on real per capita GDP growth or foreign direct investment. This is where detailed more targeted measurement projects into the public and private sector can provide valuable new insights. At an institutional and strategic level, quantitative research is complemented by qualitative, in-depth research into integrity systems and ethics institutions.

Qualitative research

There is a growing trend in the direction of qualitative research, such as the NIS country studies and surveys of public sector ethics. Some of these studies have a clear focus on corruption, while others examine the institutional frameworks in which corruption continues to thrive. More explanation is needed for this approach. There is no general or common strategy or methodology for qualitative studies. Since the issues in research are different the approach differs practically in each case: checklists, expert research, expert interviews, focus group studies, etc. The main advantage of the qualitative study is that it provides detailed picture and analysis of concrete issue or concrete sector in question. The data and related analytic materials can be in some cases used as support materials for strategy development as well as for concrete actions addressing concrete problems and sectors. The major disadvantage is that data of such researches can be hardly compared from sector to sector and from country to country and even within one country sometimes cannot be seen as comprehensive corruption diagnostics source. Although the latest efforts of the OECD to develop and implement the methodology for comparable national anti-corruption strategies survey as well as OSI EUROMAP study of corruption and anti-corruption policies in accession countries show that there are ways to make qualitative research more AC practice oriented. It also should be mentioned that majority of qualitative researches are more “corruption related” but not focused concretely on the problem of corruption as such. 

Selected examples of qualitative research

The World Bank and IMF have studied the macro-economic and social implications of corruption in depth, publishing dozens of working papers, journal articles and books on the phenomenon over the last five years. The IMF has provided a useful summary of its research in table for each volume. Four IMF studies of whether corruption damages per capita GDP growth found that public-private wage differentials are a major causal factor. Less surprisingly, corruption was found to have a negative impact on infrastructure maintenance. 

Several recent studies have explored the workings of what TI calls the National Integrity System (NIS), moving on from researching the causes of corruption to assessing the institutional framework needed to curb it and enhance governance. With a focus on the private sector, USAID designed ‘Investors Roadmaps’ for 40 countries, highlighting the existing administrative barriers to investment, and exploring how these might be reduced.

The OECD used a checklist approach to assess the quality of implementation of its 1998 Recommendation on Improving Ethical Conduct in the Public Service. The survey covered 29 OECD countries, tabulating the number of countries with such factors as their rules on the use of official information, work outside the public service, and whether ethics is a consideration in recruitment. Only six OECD member countries were found to have dedicated government offices with responsibility for ethics in public service. UN DESA conducted a similar study in ten African countries, with a focus on ‘ethics infrastructure’.

Two sets of multi-country studies provide a qualitative and in-depth approach: the 20 NIS country studies conducted by Doig and McIvor with TI; and collaborative studies by the UNDP and the OECD Development Centre of five national anti-corruption programmes. Though employing different methodologies, both groups of studies aimed not just to enumerate the presence or absence of formal institutional provisions for corruption prevention and control, but also to assess their effectiveness within specific national contexts. They used a combination of literature reviews and desk studies, government reports, high-level interviews, field missions and focus groups. These efforts form the basis for ongoing evaluations that can be replicated in other countries, whether at the initiative of governments, NGOs or international organisations.
Complex measurement strategy


The research challenge of today is to combine more specific qualitative and quantitative micro indicators so as to assess continually the quality of public and private institutions and the effectiveness of reforms.

Building blocks for creating a comprehensive measurement strategy:

1. Corruption in majority of countries is systemic and complex phenomenon and the measurement should reflect all its manifestations. For this purpose it is useful to construct a composite index drawing on other indices. 

2. Some countries of the Transition region are characterised by a very high level of petty corruption. Many citizens find themselves engaged in corruption practices when solution of their problems depends on authorities. It may be traffic police, teachers, doctors, army conscription, getting licence and etc. One of the main goals of the measurement exercise should be to provide data on the degree of petty corruption in such countries. 

3. Relationships between authorities and business provide ground for another type of corruption. This corruption is caused by co-operation between business and authorities, business impact on policy and authorities influence over economy. The following aspects is important to cover or at least to take into account in measurement research

1. Administrative corruption: services deficit or administrative obstacles for business are purposefully created in order to force businessmen to make unofficial payments for getting these services or overcoming these obstacles. 

2. State capture: an active pressure of the private sector on the authorities in order to persuade the power to adopt laws and set the rules necessary for businessmen.

3. Economy capture: using special tactics and strategies the power takes under control business in order to derive benefits.

4. Transparency International and World Bank undertake surveys on management efficiency, drawing on several polls from independent sources. This method of aggregating data of other surveys can not be applied to assessments of corruption level. First of all this approach requires much more surveys and data on corruption than are available now. Besides the methodology of aggregating data can not be used for measuring corruption in the field of economy and for individual institutions. Taking into consideration these facts the methodology built on sociological poll seems more effective. It permits to obtain a more realistic judgement of corruption because the poll relates to perception of the corruption degree as seen by those who become victims of corruption or involved in corruption practices.  This method was used in the survey «Business Environment and Enterprise Survey» of the World Bank. While complex approach is needed but traditional method of aggregating data is not always best option. Thus the complex indices are best built on the polling data but where polling questions cover different areas and provide data on different dimension of corruption.

5. Corruption is a combination of corrupt practices and a public moral. Therefore it is necessary to take into consideration both these. For achievement of this goal, public practices, their perception and evaluation of corruption level in country and in individual institutions should be reflected. I.e. the measurement exercise can be of best use if practice and perception parts of it are not separated but evaluated in parallel and cross check each other: this gives 3D picture of corruption in country or in sector. It helps to minimize over-or under-perception and be critical toward practice sums and numbers.

6. A subjective estimation of a corruption level might lead to shifts caused by an emotional attitude of respondents towards the power. For example, if the authority activities are disapproved it may result in overestimation of the degree of corruption of the power. Thus we believe it is necessary to assess the degree of public credibility to the power. It will help to add objectivity to evaluations.
Proposed complex measurement strategy can be structured according to the diagram presented below.
The diagram of the sample complex measurement exercise
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The following indices can be developed through measurement exercise:

	#
	                                               Integral indices

	1
	Petty corruption index (for country)

	2
	Business corruption index (for country)

	3
	Petty corruption index (for public spheres)

	4
	Business corruption index (for fields)

	5
	Public credit toward state index (for country)

	6
	Public credit toward state index (for fields)

	7
	General index (for regions)


Way Forward

Is there a need to further develop methodologies for measuring corruption? What are the main challenges – to improve reliability, to develop core indicators? How the data can be best used for anti-corruption strategy development and concrete actions planning?

· Is the reliance on subjective opinion a problem? Can the opinion surveys be used anyway? What are the alternatives?

· How useful are comprehensive indicators? How realistic is the development of a comprehensive measurement strategy (data, funding, time, target audience, relevance for policy making, etc)

· What can be the role of governments, especially if they are to pursue national anti-corruption strategies? How useful are governmental statistics? What are the indicators they need?
· What is role of business in the sphere of corruption research? Should business support it? Why business needs this data? What specific data business needs?
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